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DIVERSITY 


AN  O.J.  BACKLASH  IN  THE  BOARDROOM? 


THE  O.J.  SIMPSON 

verdict  is  making 
companies  less  in- 
clined to  name 
black  directors.  So 
says  Richard  Fei- 
ry,  chairman  of 
KoiTi/Feriy  Inter- 
national, the 
world's  largest  e,\- 
e  c  u  t  i  V  e  -  s  e  a  r  c  h 
firm.  That  would 
reverse  an  in- 
creasing African  FERRY:  "It 
American  pres- 
ence  in  boardrooms.  In  May, 
a  Korn/Feny  survey  showed 
31%  of  big  U.  S.  companies 
had  at  least  one  black  direc- 
tor— and  35%  of  the  chair- 
men planned  to  add  more. 


Since  Simpson's 
acquittal,  though, 
Ferry  says  he 
detects  a  new 
attitude  in  the 
corner  office.  Fer- 
ry, whose  firm 
handles  about  60 
director  searches 
a  year,  now  pre- 
dicts "times  when 
blacks  under  con- 
sideration for  [a 
board]  position 
will  be  passed 
over,  based  on  what  I'm 
hearing." 

Wl\v  would  ehaii'men  snub 
African  Americans  having 
nothing  to  do  with  the  Simp- 
son matter?  "I  think  [there's] 


TALK  SHOW  ''It  is  not  sustainable  for  member  states 
enjoy  representation  without  taxation.?' 

— B)-itisli  Prime  Minister  John  Major,  criticizing  tin 
for  not  paijing  the  $1.3  billion  it  owes  the  U.N. 


a  sense  there  has  been  an  in- 
justice here,"  says  Ferry.  "If 
[chairmen]  are  going  to  make 
a  statement,  this  is  the  way. 
It's  subtle,  but  meaningful  of 
their  views  of  the  trial  and 
the  verdict.  People  are  very 
angiy." 

One  specialist  in  minority 
searches  says  she  had  no- 
ticed, before  the  verdict,  a 
top-level  mood  change  against 
affii-mative  action  that  the  ac- 
ciuittal  may  have  worsened. 
Betsy  Berkhiemer-Credau-e  of 
Diversity  Search  Partners 
says:  "Corporations  are  not 
as  intent  on  looking  for 
senior  executives  who  are 
minorities."  But  management 
consultant  Freada  Klein  says 
the  hai'sh  reaction  to  the  O.J. 
verdict  is  unfair:  "I  don't 
know  what  on  earth  that  has 
to  do  with  an  individual 
who  would  be  qualified  to 
serve."         Elizabeth  Lesly 


MIGRATIONS 

FALLING  PETALS 

AT  LOTUS  

THE  BRAIN  DRAIN  CONTINUES 

at  Lotus.  Long-time  Chair- 
man Jim  Manzi  quit  on  Oct. 
IL  Now,  chief  technologist 
John  Landiy  and  business  de- 
velopment honcho  K.  C. 
Branscomb  are  the  latest  ex- 
ecutives to  leave,  bringing 
the  tally  to  seven  out  of  the 
top  eight  execs  who  have  de- 
parted since  IBM  acquii'ed  the 


software  maker  in 
July.  Or  make 
that  six-and-a- 
half.  Landry,  47, 
will  stay  on  as  a 
part-time  consul- 
tant, helping  to 
guide  IBM's  Intei'- 
net  strategy. 

Nonetheless, 
Landiy 's  exit  is  a  real  loss  for 
Big  Blue.  At  IBM  Chairman 
Louis  Gerstner's  behest,  Land- 
ry has  been  consolidating  the 
companies'  scattered  Internet 
eflbits.  Fiiends  sav  Landry  is 


not  enthralled 
with  the  idea  of 
working  for  a  cor- 
porate behemoth. 
Neither  Landiy 
nor  Branscomb 
could  be  reached. 

Branscomb,  40, 
like  Landry  a 
senior  veep,  has 
no  immediate  plans,  says  a 
Lotus  spokesman.  Not  that 
she  or  any  other  Lotus  ex- 
ecs need  them:  Most  made 
millions  on  IBM's  $3.5  billion 
acquisition.       Amy  Cortese 


SLUGFESTS 


CHRYSLER'S  TRAVELS  IRK  KIRK 


CHRYSLER  EXECS 

are  looking  for  a  for- 
eign partner,  which 
Kirk  Kerkorian  wor- 
ries is  a  ploy  to  block 
him.  Chrysler  sourc- 
es say  the  company 
has  a  secret  team, 
headed  by  quality 
chief  James  Holden, 
to  forge  global  alliances.  The 
gi'oup  has  visited  Tokyo  (Hon- 
da's home)  and  Stuttgart 


(Daimler  Benz's  HQ), 
but  it's  not  certain 
talks  were  held.  One 
source  says  the  ef- 
fort has  "nothing  to 
do  with  Kerkorian." 

Yet  Kerkorian 
aide  Jerome  York 
fears   an  overseas 
deal   would  dilute 
Kirk's  14%'  Chrysler  stake, 
perhaps  by  giving  a  partner 
preferred  stock  with  special 


I  ploy! 


voting  lights.  The  partner 
could  then  thwart  Kei'koiian's 
bid  to  tap  Chiysler's  $6.4  bil- 
lion cash  stash  for  stock  buy- 
backs  and  higher  dividends. 

Chrysler  denies  a  special 
stock  plan  is  in  the  works, 
and  won't  comment  on  the 
Holden  team.  Chairman  Rob- 
ert Eaton  has  said  he  wants 
to  expand  overseas,  which 
could  dig  into  cash.  Kerko- 
rian unveiled  his  own  Chiys- 
ler  wish  list  in  an  Oct.  25  SEC 
filing.  One  item:  Board  seats 
for  York  and  two  other 
outsiders.  Bill  Vlasic 


PUBLISHERS'  ROW 

NEW  CHAPTER 
IN  A  BOOK  FLAP 

AUTHOR   MICHAEL  Tl;i 

who  was  accused  of  mai 
lating  Tlie  New  York  T- 
best-seller  list,  has  left 
Cambridge  (Mass.)  consul 
fii'm  CSC  Index.  A 
WEEK  story 
(Aug.  7)  re- 
ported that 
Ti-eaey  and 
Fred  Wierse- 
ma  appear  to 
have  mountetl 
a  campaign  to 
inflate  the 
sales  of  their 
book.  The  Dis- 
cipline of  Ma  r- 
ket Leaders,  to 
get  on  the 
Times  list. 

Treacy,  who 
had  been  affili- 
ated with  CSC 
since  1989,  is 
now  the  piinci- 
pal  of  Boston- 
based  consult- 
ing fiitn  Ti-eacy 
&  Co.,  says  his  spokesn 
Founded  in  1985,  Ti-eacj 
Co.  had  been  headquarte 
at  CSC  but  moved  out  in  e; 
October.  The  move  had  b 
planned  for  "some  time," 
Ti'eacy's  leaving  was  unrel 
to  the  book  flap,  says 
spokesman.  Ti'eacy  has  s 
the  book  benefited  only  ft 
smart  marketing  and  der 
any  wrongdoing.  CSC  has  s 
the  charges  are  true, 
isn't  commenting  on  Ti-ea( 
dejiarture. 

Ti'eacy  has  lost  just 
"handful""  of  $30,000  speak 
engagements  since 

BUSINESS    WEEK  stoiy 

peared,  his  spokesman  sa 
An  example:  ibm's  Cliicago 
fice,  which  was  concerr 
about  Ti'eacys  credibility,  e 
celed  a  speech  scheduled 
October,  say  ibm  sources, 
wouldn't  comment  officia 
Wiersema  left  esc  in  Augi 
to  wiite  a  book.   Willy  SU 


TREACY: 

of  the  sea 
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1884 


i^OSPACE 

tude.  Speed.  Time...  All  shown  by  a 
iter  or  needle  on  an  indicator,  even  on  the 
)t  aircraft.  Because  a  pointer  sweeping 
r  a  circular  gauge  is  what  a  pilot  sees  and 
erstands  most  readily  -  particulary  when 
5ing  track  of  countless  other  pieces  of 
rmation. 

ontrast,  digital  readouts  provide  finer  and 
;r  detail  -  time  to  Vionth  of  a  second,  for 
ance,  or  alphanumerical  data.  They  also 
plify  the  setting  of  programable  functions. 
iTLiNG's  Aerospace  implements  these 
)lay  principles  to  the  full.  Little  wonder  it 
he  unquestioned  choice  of  the  world's 
light  aerobatics  teams. 


r  fl 

1  '■'"l 

...  1 

Multifunction  quartz  electronic  instrument 
watch  with  combined  analog  and  digital 
display. 

Hours  and  minutes  shown  by  conventional 
hands. 

Alphanumeric  menu  and  functions  displayed 
in  two  LCD  windows. 

Chronograph  calibrated  to  '/i(»)th  of  a  second. 
With  alarm,  countdown  timer,  second 
timezone,  day  of  the  week  and  date  functions. 
Chronograph  operated  and  functions 
programed  directly  by  the  crown. 
Titanium  case  water-resistant  to  100  m  (330  ft), 
with  glareproofed  sapphire  crystal. 
Available  with  leather  strap  or  Aerospace  or 
Professional  bracelet. 
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TRICK  OR  TREAT 

JUST  SCARING  UP 
SOME  BUSINESS 

HALLOWEEN    HAS  TURNED 

theme  parks'  traditionally 
blah  month  of  October  into  a 
bloody  success.  Ghouls,  mon- 
sters, and  ghosts  are  provid- 
ing thrills  that  water  slides 
and  rollercoasters  can't. 

Universal  Studios  Florida, 
which  stalled  with  thi'ee  Hal- 
loween nights  in  1991,  has 
boosted  that  to  12  this  Octo- 
ber. On  its  opening  nights, 
Oct.  13-14,  attendance  siu"ged 
70%  over  the  year  before.  To 
create  a  creepy  ambience,  the 
movie-based  park  has  three 
haunted  houses,  where  you 
encounter  such  chilling  sights 
as  a  mummy,  a  crazed  himch- 


back,  and  a  woman  entombed 
alive  with  rats. 

Universal  has  plenty  of 
company  on  the  graveyard 
shift.  The  number  of  parks 
with  Halloween  attractions 
has  tripled  during  the  past 
five  years,  according  to  Tim 
O'Brien,  Southeast  editor  of 
Amusement  Business  maga- 
zine. Six  Flags  has  expand- 
ed its  "Fright  Fest,"  begim 
in  its  Houston  park  in  1986, 
to  all  seven  locations.  At 
Opiyland  in  Nashville,  there's 
"Howl-O-Ween."  And  Knott's 
Berry  Farm  in  Buena  Park, 
Calif.,  projects  a  fourth  quar- 
ter as  big  as  its  summer  be- 
cause of  a  13-night  transfor- 
mation to  Knott's  Scary 
Farm.  Not  such  gi'im  reap- 
ing, after  all.  David  Waskin 


TECH  TALK 


DR.  FEELGOOD  GOES  SUBLIMINAL 


REMEMBER  THE   19,50S  FUSS 

over  subliminal  messages  in 
movies?  They  supposedly 
whiz  past  your  eyes,  beguil- 
ing you  to  buy  a  soda.  Audio 
and  visual  versions  are  show- 
ing up  in  a  new  cd-rom  puz- 


ZAP:  Fiofciitiuo, 
Caruso  in  Jade. 
CD-ROM  game 


zle  game  and  movie — along 
with  fears  of  mind  control. 

The  $30  Endorfim  puzzle, 
due  out  in  November,  has  a 
music  soundti-ack  with  more 
than  100  subliminal  messages 
meant  to  make  players  feel 
good  about  themselves — even 


if  they  can't  solve  the  puzzle. 
Example:  "I  am  a  winner." 
In  the  movie  Jade,  director 
William  Friedkin  flashes  clues 
to  upcoming  plot  twists. 

Subliminal  messages  aren't 
illegal.  In  1974,  the  Federal 
,    Communications  Commis- 
sion denounced  subUminals 
in  broadcasting  as  decep- 
tive. Now,  Britain's  Enter- 
tainment &  Leisure  Soft- 
ware Publishers  Assn.  is 
eyeing  a  ban.  Time  Warner 
Interactive's  Endoifun  says 
:   it  discloses  its  use  of  sub- 
'"  limincds  and  ha.s  instnictions 
to  tum  off  the  soundtrack. 

Oddly,  no  one  is  sure 
whether  they  really  work. 
Jade,  which  stars  Linda 
Fiorentino  and  David  Caru- 
so, has  fizzled,  taking  in  only 
$7.7  million  since  its  Oct.  13 
release.      Larry  Armstrong 


C)    -     •  <^ 


WORD  PLAY 


WHO  S  IN?  OUn  THE  SPELLGHEGKER  mm 


FOR   MICROSOFT,  SOFTWARE 

rival  Netscape  doesn't  ex- 
ist— nor  do  a  bunch  of  other 
high-tech  competitors.  If  you 
type  one  of  their 
names  on  the  Win- 
dows 95  version  of 
Microsoft  Word, 
the  spellchecker 
says  it's  a  mistake. 
To  be  fair,  the  pro- 
gram does  recog- 
nize "IBM"  and 
"AT&T."  But  try 
putting  in  "Novell" 
or  "Sybase."  Sorry. 
A  conspiracy? 


Unrecognized 
by  Microsoft's 
Spellchecker: 


ACER 
NETSCAPE 
NOVELL 
PACKARD-BELL 
POWERSOFT 
SAMSUNG 


words.  That  is,  Microsoft 
ures  more  people  will  ri 
spell  "novel"  than  "Nov 
and  wants  to  avoid  confus 
What  ab 
Netscape,  the 
new    issue  t 
helps  users 
around  the  Int 
net?  Well,  it's  m 
big  enough  com; 
ny  to  be  listeo 
yet.  Microsoft  no 
that  people  can 
ways     add  l 
words   to  Wor! 
personal  spell 


SYBASE 

Microsoft  explains  dictionary, 
that  the  top  500  business  week 


U.  S.  companies  are  included 
in  the  spellchecker's  data- 
base— except  names  that 
come  too  close  to  common 


And  Microso: 
speOchecker  gets  pereonal.  i 
Chief  Louis  Gerstner  is 
spellchecker  nonperson.  I 
Bill  Gates  exists.    Paul  E 


THE  BIG  PICTURE 


Employers  plan  strong  boosti 
in  hiring  for  1995's  last  quarter.  Nationwide,  the  proportion  o 
companies  planning  to  increase  hiring  is  15  percentage  poini 
higher  than  those  cutting  hiring.  Here  are  the  best  and  worst 


FOOTNOTES  Share  of  Americans  who  fall  asleep  in  front  of  the  television  at  least  three  times  a  week:  25% 
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"Of  all  the  dozens  of  high-tech  products  we're  proud  of,  the  heart  pump  is  truly  priceless.  Not  because 
of  what  it  does  for  us,  but  what  it  does  for  people,"  says  John  N.  Hatsopoulos,  Chairman  of  Thermedics 
Inc.,  listed  on  the  Amex  since  1987.  "How  do  we  like  the  Amex?  We've  spun  twelve  companies  onto  it. 
Worth  $60  million  to  $1.9  billion.  Trading  is  outstanding.  And  the  staff  really  works  to  get  us  what  we 

need  among  top  analysts  and  institutions.  Visibility."  John  Hatsopoulos  is  big  on  the  Amex. 


AMERICAN  STOCK  EXCHANGE.  To  Iciini  tiboiit  the  iidvniitiigL's  the  AMt^x  cn)i  bring  to  your  co)nptii]y , 
contact  Chairiiitin  Dick  Si/roii.  Phone  212-306-5353.  E-mail  rsyron@ai)icx.coiu.  Web  site  littp://umm'. amex. com. 


OU  CAN  ALSO  BE  HERE) 


Windows  95  gives  you  more  ways  to  link  yourself  to  a  larger  universe. 
Because  now  it's  easier  to  send  a  fax,  connect  to  The  Microsoft  Network, 
share  infornnation,  cruise  the  Internet,  send  and  receive  e-mail  and  freely 
communicate  with  other  people  and  their  computers  all  over  the  world. 


Microsoft' 


WHERE   DO  YOU  WANT  TO  CO  TODAY?" 
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WHAT'S  THE  LINK  BETWEEN 
HOME  AND  ECONOMICS?  

I  beg  to  differ  with  Gary  S.  Becker 
("Housework:  The  missing  piece  of  the 
economic  pie,"  Economic  Viewpoint,  Oct. 
16).  Pubhc  pohcy  shoukl  be  based  on 
sound  economic  information,  not  admir- 
able social  opinions. 

The  gross  domestic  product  should 
reflect  economic  transfers  of  wealth  re- 
lated to  goods  and  services.  As  valu- 
able as  child  care  and  other  housework 
might  be  when  paid  under  contract, 
they  involve  no  measurable  economic 
activity  when  self-performed.  If  all  such 
services  were  part  of  gdp,  we  would 
also  value  landscaping,  building  main- 
tenance, and  appliance  repair,  among 
others.  In  fact,  gdp  omits  volunteer 
work  and  impaid  advice  such  as  mother- 
in-law  consulting. 

Real  economic  activities,  such  as  ille- 
gal enterprises  (i.e.,  drugs,  theft,  etc.) 
and  "underground"  transactions  (i.e., 
cash),  that  do  involve  economic  transfers 
of  wealth  at  least  as  large  as  the  "val- 
ue" of  housewoi'k  would  be  better  addi- 
tions to  GDP  and  would  be  of  more  im- 
port to  public  pohcy.  The  only  problem 
is  how  to  tax  this  part  of  the  economy 
to  eliminate  the  budget  deficit. 

Michael  Martino 
Cherry  Hill,  N.J. 

Gary  Becker's  article  is  a  bold  and 
just  statement — and  it  is  one  that  many 
women  besides  myself  would  welcome 
as  a  logical  inclusion  in  the  nation's  gi'oss 
domestic  product.  Another  change,  long 
overdue,  is  that  housework  and  family 
care  should  be  recognized  as  part  of  the 
curriculum  vitae  of  those  of  us  who 
choose  to  return  to  the  workforce  after 
staying  at  home  to  raise  our  children. 

For  too  many  years,  corporations 
have  projected  the  myth  that  housework 
was  not  a  measurable  skill  in  terans  of 
job-related  activities.  On  the  contrary, 
the  skills  involved  in  scheduling — not 
only  of  children's  activities  but  also  of 
school  meeting  activities,  volunteering, 
and  attention  to  household  needs — are 
innumerable. 


CORRECTIONS  &  CURIFICATION! 

"The  case  against  mergers"  (Special  Repc 
Oct.  30)  misidentified  Rover  Group's  forn 
Japanese  partner.  It  was  Honda,  not  Niss< 

In  "Montgomery:  Too  much,  too  soon?"  (I 
nance,  Oct.  23),  the  table  measured  IPO  p( 
formance  through  Oct.  9, 1995,  not  Aug.  c 

In  "Divide  and  conquer?"  (News:  Analysis 
Commentary,  Oct.  2),  the  table  should  hai 
identified  the  former  NCR  as  AT&T  Global 
formation  Solutions. 


Gaiy  Becker  is  right:  Housework 
family  care  are  definitely  part  of  a  | 
tion's  GDP. 

Gillian  A.  Hadd 
Eastchester,  New 

Thank  you,  Gary  Becker!  I  told 
wife  that  she  is  now  contributl 
$50,000  to  gross  domestic  product  e\ 
year.  There  is  no  withholding  andf 
tax,  and  she  is  "eaiTiing"  more  than 
She  promptly  suggested  that  we  m(| 
to  a  new  house,  take  care  of  the 
orthodontics,  and  take  a  much-postpor|j 
vacation. 

In  addition  to  the  indirect  boost  t] 
it  will  give  to  the  economy,  this  char 
will  remove  millions  of  people  from  p 
erty.  The  gdp  in  China  and  India  \ 
explode,  and  the  resulting  affluence  v 
enable  them  to  buy  our  IVeasury  bon 
That  in  turn  will  drive  down  interc 
rates,  reduce  the  deficit,  and  set  in  n 
tion  a  vicious  cycle  of  economic  grow 
and  prosperity. 

Ray  Dams 
Spartanburg,  S. 


ARGENTINA:  A  BIGGER  DROP 
IN  THE  POVERTY  RATE 

Youi'  article  "Menem:  The  devil's  r( 
name  is  devaluation"  (Internation 
Business,  Aug.  28)  is  very  good  ai 
reflects  faithfully  what  was  said,  wi 
the  exception  of  a  number  that  is  incc 
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nly  UPS  guarantees 

elivery  at  these 

hree  speeds: 

"ast.  Faster. 

nd  impossib  e. 


Your  customers  rarely  ask,  "How?"  They  just  want  to 
know,  "How  soon?"  Now  you  can  answer  with  a 
question  of  your  own,  "How  soon  do  you  need  it?" 
Because  now  UPS  offers  three  express  delivery 
options,  each  one  guaranteed!  Overnight  delivery  by 
10:30  a.m.  If  needed  earlier,  there's  overnight  by 
8:00  a.m.  to  major  U.S.  business  centers.  And  for  those 
increasingly  frequent  emergencies  that  can't  wait  until 
tomorrow,  there's  even  same-day  delivery.  Only  UPS 
offers  all  these  ways  to  keep  pace  with  the 
speed  of  business.  A  speed  measured  less 
by  miles  per  hour,  than  by  crises  per  hour. 

MOVING  at  the  SPEED  of  BUSINESS. 


8 


same 


pay 


For  overnight  delivery  by 
10:30  a  rn  and  8:00  a.m. 

c<»//l-800-PICI<-UPS 

and  for  same-day  delivery 

call  1-800-451-4550. 


©1995  United  Parcel  Service  of  America,  Inc.  36USC380 


Introducing  the  Gateway  Solo  PC 


More  computii 


0  1995  Gateway  im.  liii  Gateway  2(J0(),  black-aiid-while  spot  design,  "G"  logo  and  " 
Intel  Inside  Logo  and  Intel  are  registered  trademarks  of  Intel  Corporation.  All  other  brands  ani 
change  without  notice  or  obligation.  Prices  do  not  include  shipping  or  applicable  sales  tax  *C()i^ 


_  11  are  rcgislercij  J 
oilucl  iiaiiies  aje  tiademarks  or  registered  Irad 
urjiKw'inchides;  .i40MB  Hard  Drive,  S 


ideniarks.  and  Gateway  2(I(K)  Solo  is  a  trademark  ol  Gateway  lOXl.  Inc.  The 
marks  ol  their  respective  companies.  All  pnces  and  configurations  are  subject  to 
\  active  niatnx  color  display  and  option  hay  cover. 


re  places. 


10.2"  Active  Matrix  Color  Display  ■ 
90MHz  Intel  Pentium  Processor  ■  8MB 
RAM  ■  Modular  CD-ROM  and  3.5" 
Floppy  Drives  ■  Integrated  16-Bit  Sound 
with  Stereo  Speakers  ■540MB  Remov- 
able Hard  Drive  ■  Microsoft  Works  95 
■Microsoft  Windows  95  ■  Lithium  Ion 
Battery  ■  Carrying  Case  ■  $3999 


You  only  get  24  hours  in  each  day.  Make  every  minute 
count.  ♦  Introducing  the  Gateway  2000  Solo™  portable 
F^o^*^^^  PCline.  Computers  for  all  facets  of  your  life.  Gateway 
2000  Solo  portable  PCs  are 
lightweight  (starting  at  5.6 
pounds*)  and  give  you  desk- 
top power  that  you  can  take 
anywhere.  All  models 
include  an  Intel®  Pentium® 
processor,  active  matrix 
color  display,  and  they're  optimized  for  Microsoft®  Windows®  95. 
♦  Because  we  understand  your  time  is  valuable.  Gateway  2000®  makes 
computer  buying  easy.  We  have  been  bringing  PC  buyers  unbeatable 
values  through  the  direct  channel  for  10  years.  Just  pick  up  the  phone 
and  give  us  a  call.  No  crowds,  no  hassles.  A  custom-configured 
Gateway  2000  Solo  PC  will  be  delivered  right  to  your  door.  Each 
Gateway  2000  system  comes  with  a  30-day  money  back  guarantee. 
If  you're  not  completely  satisfied  we'll  refund  your  money,  it's  that 
simple.  ♦  Prices  start  at  $3,499.  It's  time  you  had  a  computer  that 
allows  you  to  get  the 

most  out  of  life.  Call  b, 

Gateway  ^^^^^^^|^      ' '  I 

order  yours  today! 


in 


ifel 


pentiumf 

■  processor 


GATEimrTOOO 


"You've  got  a  friend  in  the  business. "® 

800-424-1389 


HOW  DID  SOMETHING  SO  LARGE  AND  HARD  TO  MOVE  GET  WHERE 
IT  IS  TODAY?  A  QUESTION  TO  ASKYOUR  INSURANCE  COMPANY 


Sign  on  with  most  large  insurance  companies,  and  you  may  find  them  curiously  unresponsive, 
not  General  Accident  hisurance.  Before  you  ever  need  to  make  a  claim,  we'll  send  a  team  of  underwrite 
claims  specialists  and  loss  control  experts  to  examine  your  business.  To  make  suggestions  that  could  sa 


you  money  on  your  insurance.  Or  even  help  save  your  property. 


To  learn  about  our  entire  line  of  commercial  insurance  products,  talk  to  an  hidependent  Agent 
give  us  a  call.  You'll  find  we  have  $6  billion  in  assets.  Global  capabilities.  An  A+  (Superior)  rating  frc 


A.M.  Best,  a  national  insurance  rating  service.  And  a  dedication 
to  helping  our  customers  that's  positively  carved  in  st(me. 


GA 


GENERAL 
ACCIDENT 
INSURANC 
1-800-606-4233 


opportunity 
only  rings 
once. 


ders  Report 


perhaps  due  to  an  error  in  trans- 
n  or  printing. 

)  the  question  "What  will  you  do 
t  joblessness?"  I  replied  that  un- 
loyment  rose  but  that  the  levels  of 
■rty  decreased  notably — since  the 
rty  rate  when  I  assumed  the  pres- 
:y  was  37%  and  now  is  13%,  not 
as  published. 

believe  the  difference  is  important. 

Carlos  Saul  Menem 
President  of  Ai-gentina 
Buenos  Aires 

RUSRATS' 

ER  PARENT  

)ur  article  "The  Rugrats'  real  mom 
dad"  (People,  Oct.  16)  on  Arlene 
ky  and  Gabor  Csupo  is  inaccui"ate  in 
ting  my  role  in  the  creation  and 
uction  of  the  series  Rugmts,  Klasky 
)o  Inc.'s  biggest  success.  The  article 
rrect  in  stating  ihat  the  main  chai-- 
!•  in  the  series  is  named  after  my 
I  created  the  character  Tommy,  as  I 
■nost  of  the  other  characters  in  the 

!S. 

also  created  the  original  idea  for 
series,  along  with  Gabor  and  Ai*- 
I  came  up  with  the  name  Rugrats. 
rsonally  pitched  the  idea  to  Nickel- 
in  in  1989,  wrote,  produced,  and 
i-directed  the  pilot  which  sold  the 
!S,  and  was  creative  producer,  voice 
itor,  and  head  story  editor  of  every 
3de  from  beginning  to  end. 
have  also  received  three  Emmys 
Rugrats,  one  in  each  category  for 
'h  the  series  won. 

Paul  Germain 
Los  Angeles 

ETTERWAY 

FIGHT  SWEATSHOPS  

seems  antithetical  as  well  as  hypo- 
cal  for  Labor  Secretary  Robert  B. 
•h  to  castigate  the  U.  S.  apparel  in- 
ry  and  retailers  for  ignoring  sweat- 
)s  at  home,  while  at  the  same  time 
U.S.  government  allows  taxpayer- 
led  agencies  to  finance  U.  S.  compa- 

that  want  to  set  up  shop  in  foreign 
itries  ("Look  who's  sweating  now," 

Workplace,  Oct.  16).  The  reason 

most  sweatshops  exist  is  in  order 
jive  U.  S.  companies  a  chance  to 
pete  against  those  that  have  moved 
lore. 

'  Reich  wants  retailers  to  police  the 
irel  industiy,  he  should  do  whatever 
jcessai-y  to  defund  the  agencies  that 
3ort  companies  that  move  away  to 
amvent  U.  S..  labor  and  wage  laws, 
'r  lower  the  minimum  wage  and  re- 


Paging  service  low  as 
$7.95  per  month!* 


. . .  but  when  it  does,  a  RadioShack 
personal  pager  will  keep  you  in 
touch.  RadioShack's  line-up  of  local 
and  nationwide  pagers  includes  fea- 
tures such  as  time  stamp,  message 
memory  and  alphanumeric  display. 
And  we'll  an.swer  questions  about 
paging  services  and  sign  you  up  for 
one  that  meets  your  needs. 

Affordable  personal  pagers  are  just 
one  example  of  the  quality  business 
products  you'll  find  at  RadioShack. 
Call  on  us  today. 

RadioShack. 

You've  got  questions.  We've  got  answers.*^ 


Wilh  annual  service  contract  Local  pagers  not  available  in  all  areas  See  store  lor  details 


Dreaming  of 
an  Accord? 

Apparently^  so 
were  the  Taurus 
designers. 

©  1995  American  Honda  Motor  Co.,  Inc. 


Congratulations  to  the  winning  teams  I 
of  the  1995  Chemical  Bank  Corporate  j 
Challenge'-,  and  to  all  the  finalists  who  I 
qualified  for  the  championship  race  from  an  initial  field  ot 


CHEMICAL  BANK 

CORPORATE 

CHALLENGE 

over  130,000  runners  from  nearly  6,000 
companies.  Your  competitive  spirit  continues 
to  show  that  a  company's  success  can  be 
measured  bv  the  finish  line  as  well  as  the  bottom  line. 


-Men's  Dmsion  Winning  Team:  Scaw  Metals 

MEN  S  DIVISION  FINALISTS 


Women's  Di\ision  Winning  Team:  NationsBank 

WOlVIEN'S  DIVISION  FINALISTS 


Coed  Di\ision  Winning  Team:  Hyde  Athletic  Industries 

COED  DIVISION  FINAUSTS 


General  Electric 
Albany,  NY 

Boeing 
Atlanta,  GA 

General  Electric 
Boston,  MA 

US  Postal  Service 
Buffalo.  NY 

Scaw  Metals  & 
CNA  Insurance 
Cfiicago,  IL 

Deutsche  Bank 
Frankfurt,  Germany 

Allied  Signal 

Liberty  State  Park,  NJ 

Ford  Motor  Company 
London,  U  K 


NYC  Fire  Department 
Long  Island,  NY 

Prudential  Insurance 
Morristown,  NJ 

NYC  Board  of  Education 
New  York,  NY 

IBM  Corporation 
Patamus,  NJ 
Eastman  Kodak 
Rochester,  NY 

Pacific  Telesis  Group 
San  Francisco,  CA 

Pfizer 

Stamford,  CT 

Lockheed  Martin 
Syracuse,  NY 


Albany  Medical  Center 
Albany,  NY 

NationsBank 
Atlanta,  GA 

Reebok 
Boston,  li/IA 

National  Fuel  Gas 
Buffalo,  NY 

De  Paul  University 
Chicago,  IL 

Morgan  Stanley 
Frankfurt.  Germany 

ADP 

Liberty  State  Park.  NJ 

Barclays  Bank 
London.  U  K 


Nassau  County  Police 
Long  Island,  NY 

ADP 

Morristown.  NJ 

Rodale  Press 
New  York,  NY 

ADP 

Paramus,  NJ 

Eastman  Kodak 
Rochester,  NY 

Synopsys 

San  Francisco,  CA 

IBM  Corporation 
Stamford,  CT 

SUNY  Health  Science  Center 
Syracuse,  NY 


General  Electric 
Albany,  NY 

Delta  Airlines 
Atlanta.  GA 

Hyde  Athletic  Industries 
Boston.  MA 

Marine  Midland  Bank 
Buffalo.  NY 

Arthur  Andersen 
Chicago.  IL 

Bundesknminalamt 
Frankfurt.  Germany 

AT&T 

Liberty  State  Park.  NJ 

Barclays  Bank 
London.  U  K 


Tiffany  &C>).  Shr^ctuilarkStnKS  ^ 

Foot  Lodwr  mom 


CHASE  AmericanAirlines 


Brookhaven  National  Lab 
Long  Island.  NY 

NYC  Board  of  Education 
Morristown,  NJ 

Rodale  Press 
New  York,  NY 

Lockheed  Martin 
Paramus,  NJ 

University  of  Rochester 
Rochester,  NY 

Oracle  Corporation 
San  Francisco,  CA 
Pfizer 

Stamford,  CT 

SlJoseph's  Hospital  Health  Cen 
Syracuse,  NY 
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Telecommuting  Services 


■m  m  w  Ti 


Work  from  home. 


Never  go  into  the  office. 
Forget  what  rush  hour  is  Hke. 
Make  your  home  your  work 
space.  (The  furniture  is  nicer) 
Use  your  home  computer 
as  you  would  use  your  office 
computer  Get  FasTrak  '  ISDN 
phone  lines.  Get  your  e-mail 
faster  Access  your  office  faster 
Download  files  faster.  And 
use  all  of  it  to  get  much  more 
in  touch 
with  your 
mailman. 

For  more  ways  you  can  use 
Pacific  Bell  telecommuting 
services,  call  l-SOO-rAC  BELL. 
Thank  you. 


PACIFIClIlBELL 


How  will  you  use  it?" 

N      E      T      W  O 


Th 


ere 
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A  fragrant  pink  plum  blossom, 
flowering  against  a  boundless  blue  sky. 

This  IS  the  symbol  of  the  new  China  Airlines,  and 
a  sign  of  changes  to  come. 

It  means  that,  from  now  on,  you  will  start  to  notice 
many  differences  when  you  fly  with  us. 

Our  new  look,  our  new  corporate  identity,  is  just  the 
beginnMig  of  a  continuous  process  of  improvement 


in  everything  we  do. 

In  the  air,  you  will  start  to  enjoy  a  new  sti 
of  comfort,  cuisine,  and  service  second  to  none. 

Our  fleet  is  being  upgraded  and  expanded, 
are  investing  not  only  in  the  latest  aircraft,  but  also 
most  advanced  flight  technology  and  training  syst 

There's  a  change  on  the  ground,  too,  with 
new  signage,  better  ticketing,  check-in  and  reserv 


TAIPEI,    TA  I  WA  N  ,  ROC 


for  our  fast-growing  network  of  worldwide 
tions,  and  many  more  improvements  to  come. 
)ove  all,  though,  whenever  you  see  our  pink  plum 
\,  you  will  recognize  a  fresh  spirit  within  China 
i. 

spirit  that  is  strong,  committed,  and  constantly 
to  be  better,  every  day. 

shows  a  determination  to  be  not  only  Taiwan's 


best  airline,  but  one  of  the  world's  best. 

And  from  now  on,  we  carry  the  pink  plum  blossom 
with  pride,  from  Taiwan  to  the  world. 

We  blossom  every  day. 


MurJe  witli  line  aqecl  bcotcli,  rjplicote  liepLs  and  a  toucli  of  lieatlier  lioneij. 

TU    Attract  ion    of  DramLuie 


aders  Report 


abor  and  safety  laws.  Or  the  rest  of 
apparel  industry  could  move  off- 
e,  and  then  Reich  wouldn't  have  to 
-y  about  sweatshops! 

Hank  Ross 
Pennington  Gap,  Va. 

lOSING 

RIGHT  CHINA  

understand  from  reading  "The  new 
e  superpower"  (International  Busi- 
,  Oct.  16)  that  alarm  bells  went  off 
Washington  after  China  developed 
rategy  to  enter  new  high-end  in- 
ries  and  to  pit  Ford,  General  Mo- 
,  and  other  big  carmakers  against 
other  in  a  bidding  war  designed  to 
sfer  technology. 

elp  me  understand  this:  Why 
lid  Washington  get  worried  when 
)orate  America  gives  the  Chinese  a 
ice  to  appreciate  the  beauty  of  com- 
tion?  Isn't  this  one  of  the  princi- 
of  a  market  economy  that  the  in- 
rialized  world  has  been  trying  to 
ich  to  China? 

here  is  nothing  vvrong  with  the  Ad- 
istration's  recognizing  the  trade 
;it  with  China  and  making  an  effort 
ickle  it.  But  to  avoid  inconsistency 
;s  China  policy,  Washington  needs 
ave  a  clear  answer  to  this  question: 
s  it  want  a  communist  China  with 
inderdeveloped,  inefficient  economy, 
oes  it  want  a  democratic  China  with 
legaeconomy  competing  with  the 
.  in  a  global  market?  Which  does  it 
er? 

Weiwen  Xiong 
Department  of  Economics 
Texas  a&m  University 
College  Station,  Tex. 
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CRIBER  SERVICES 
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V  (800)  635-1200  or  (509)  426-7500 
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1ESSWEEK  ONLINE 

:jII  text  of  Business  Week  and  many  other  features 
vailable  on  America  Online  For  information,  call 
641-4848  and  mention  Business  Week. 


BUSINESS  WEEK 
IS  MORE  PLUGGED  IN  THAN  EVER. 


WombatRich@aoL.com 


"Finally  a  way  to  filter  information  when 
I  want  it  and  how  I  want  it!'* 


Business  Week  Oniine*s  searchable  archive  - 

An  exciting  and  valuable  research  tool  that  lets  you 
search,  by  subject  and  date,  more  than  a  year's  worth  of 
past  BusinessWeek  issues.  Just  one  of  the  many 
benefits  of  using  Business  Week  Online. 

To  plug  into  Business  Week  Online,  call  1-800-641-4848  for  a  trial 
diskette,  including  10  free  hours  on  AOL.  For  more  information 
or  for  advertising  opportunities,  contact  Cydney  Harris,  Product 
Manager,  at  212-51 2-3 1 58  or  at  CydBW@aol.com. 

Beyond  news.  Intelligence. 


I  1 995.  by  The  McGi  .iw-Hill  Companies.  In, 
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Need  a  good 
reason  to  buy 
an  Accord? 

Test-drive  the 
new  Taurus. 
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For  over  125  years,  Bell  Atlantic  has  served  the  businesses  of  the  Chesapeake  Bay. 
Today,  we're  helping  them  explore  less  familiar  waters  —  guiding  them  in  the  voice 
and  digital  technologies  that  will  take  their  businesses  into  the  next  generation. 

Visit  our  Home  Page  on  the  Internet:  http://wivw.bell-atl.com/ 

@  Bell  Atlantic 

THE  HEARJ  OF  COMMUNICATION 

I 


Once  again, 
the  safest 
insurance  company 

in  America  is 
headquartered  in: 


Columbus,  GA? 

When  Financial  World  went  searching  for  the  safest  insurance  company,  the  company  judged 
best  in  claims-paying  ability,  they  knew  to  look  in  a  place  that  might  not  strike  you  as  obvious. 
Columbus,  Georgia,  home  of  AFLAC.  But,  after  all,  this  is  the  third  time  in  the  last  four  years 
that  AFLAC  has  come  out  on  top.  Don't  get  us  wrong,  being  named  America's  safest  insurance 
company  for  the  third  time  is  just  as  much  of  an  honor.  It's  simply  somewhat  less  of  a  surprise. 

Insuring  Ot'er 38 Million 
People  Worldwide 

AFLAC  Incorporated  is  a  Fortune  500  company,  with  total  assets 
exceeding  $25  billion  and  annual  revenues  approaching  $7  billion. 
For  more  information,  call  1-800-99 -AFLAC  (1-800-992-3522).  Or  write  AFLAC 
Woridwide  Headquarters,  1932  Wynnton  Road,  Columbus,  Georgia  31999. 
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EN  ORDER 

in  H.  Holland 
Dn-Wesley  •  185pp  ■ 


$24 


AT  HOME  IN  THE  UNIVERSE 

By  Stuart  Kauffman 
Oxford  .  321pp  •  $25 


iN  THE  COMPLEXITY 
LRUS  EXPLAIN  IT  ALL? 


lor  all  its  accomplishments  and 
vaunted  brainpowei',  the  human 
species  still  faces  myiiad  myster- 
ind  problems.  No  one  has  yet  man- 
to  figure  out  how  life  began,  how 
)ep  ecosystems  healthy,  why  new 
ses  such  as  aids  emerge,  how  the 
)my  really  works,  or  how  to  cure 
lis  of  America's  inner  cities.  But 
the  late  1980s,  in  a  display  of  cotu- 
or  perhaps  of  hubris,  a  group  of 
tists  at  the  Santa  Fe  Institute  in 
Mexico  has  tried  to  tackle  these 
;ions  from  a  fresh  perspective:  the 
ce  of  complexity.  Part  of  their  sto- 
as  already  been  chronicled  in  an 
taining — if  breathless — 1992  book 
;ience  writer  M.  Mitchell  Waldrop. 
two  of  the  scientists  themselves 
)roviding  the  latest  word  on  the 


search  for  deeper  meaning. 

Their  basic  idea:  All  of 
these  questions  arise  in  what 
might  be  called  "complex" 
systems,  such  as  ecosystems 
or  the  economy.  Instead  of 
tiying  to  puzzle  out  the  work- 
ings of  one  system,  why  not 
find  general  laws  that  underlie 
all  these  systems?  Under- 
standing what  makes  all  of 
them  tick  "would,  in  turn, 
provide  us  with  guidelines  for 
effective  appi'oaches  to . . .  problems  such 
as  immune  diseases,  inner-city  decay, 
industrial  innovation,  and  the  like,"  ex- 
plains University  of  Michigan  computer 
scientist  and  MacAilhur  fellow  John  H. 
Holland  in  his  slim,  dense  Hidden  Order. 

The  idea  of  general  laws  capable  of 


HIDDEN 

QrdeR 

How  AdaplaUon  Builds  Complexity 


lohn  H.  Holland 


explaining  systems  as  disparate  as  a 
sprawling  city  or  the  delicate  develop- 
ment of  an  embryo  is  seductive — and 
controversial.  Yet  the  claims  by  the 
complexity  giu'us  don't  stop  thei-e.  In 
his  exuberant  new  book.  At  Home  in 
the  Universe,  University  of  Pennsylvania 
biologist  and  fellow  MacArthur  "gen- 
ius" Stuart  A.  Kauffman  argues  that 
these  fundamental  laws  create  a  "spon- 
taneous order  [that]  is  enormously 
■-o^m^u^«.  greater  than  we  have  sup- 
posed." Just  as  the  known 
laws  of  physics  dictate  a 
snowfiake's  exquisite  sLx-point- 
ed  symmetry,  he  suggests, 
this  natural  order  explains 
eveiything  from  the  superior- 
ity of  democracy  and  the  path 
of  technological  development 
to  the  existence  of  life  itself. 

To  Kauffman,  whose  tome 
careens  back  and  forth  be- 
tween mathematical  treatises 
and  bull-session-like  musings,  the  no- 
tion is  tantamount  to  a  religious  con- 
version. No  longer  must  we  believe  that 
life — or  humankind — is  a  mere  accident 
of  evolution.  The  new  science,  he  as- 
serts, "may  help  us  find  anew  our  place 
in  the  universe . . .  recover  oin-  sense  of 


It  s  not  just  what  a  car  feels  like 
on  the  road  that's  important. 
Its  what  it  feels  like  down  the  road. 


Accord  LX 

T/ie  Accord  vi'oiff  sqiic(d\  rattle  or  cost  you  a  hiiuHlc  to  repair  (ind  iiuiiiitai/i  c/oxc'ii  the  road.  That's  a"//)'  it's  hcoi  named 
''Best  Overall  Value"  in  its  class  for  nine  years  in  a  rour  by  Tiie  Complete  Car  Cost  Guide  from  IntelliClwice. 


See  \bur  Honda  Dealer  Today 


•  IntL-lli(^h<H(.c;''  Inc..  ( ;anipbell.  ( :.\.  Ihe  Complete  Cir  Co^l  Ciiuk.  '  1')H7-1W_S.  ©  IWS  Anient  an  I  lond.i  \  l<  iti.r  ( 


AtLord  l,\  .ini.1  I  )\  models,  Internet  Jtidress  !itr(T//\\  uu  iiuellieliuitc.eoni. 
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er  to  totally  redesign 
'ome  computing^ 


At  Acer®,  we've  got  lofty  goals.  As  do  our  customers.  So,  before  setting  > 

We  Aspire  .        vr  " 

out  to  redefine  personal  computing  for  the  home,  we  listened  to  their 

to  greatness. 

needs,  their  concerns,  and  even  their  hopes  and  dreams.  The  result? 
The  new  Acer  Aspire™  Minitower  computer.  Just 
one  look  at  Aspire  suggests  something  radically 
different.  The  way  it  looks  more  suitable  for  the 
den  or  home  office  than  your  standard  corporate  cubicle.  The  way 
its  inviting  design  meshes  perfectly  with  its  powerful  features,  which 
include  the  Intel®  Pentium®  processor.  The  way  Aspire  practically  sets 
if      itself  up,  easing  the  fears  of  new  PC  users.  Aspire  is  what  people  think 
a  home  PC  should  be.  It's  a  bold  approach,  and  one  that  people  are 
responding  to  with  overwhelming  enthusiasm.  Aspire  is  representative 
of  the  way  we  at  Acer  approach  every  challenge,  every  day — :with  the 
kind  of  thinking  that  redefines  leadership  in  the  computing  marketplace. 


Booka 


worth,  our  sense  of  the  sacred ..." 

At  the  heart  of  such  bold  pronounce- 
ments is  the  conviction  that  computers 
offer  a  new  and  unique  window  into  the 
real  world.  If  simple  mathematical  iiiles 
can  give  rise  to  complex  behavior  in 
computer  simulations,  the  reasoning 
goes,  then  similar  mles  may  also  apply 
to  systems  such  as  the  economy. 

Holland  expands  on  this  idea  by  flcst 
presenting  an  analysis  of  the  character- 
istics shared  by  all  complex  systems. 
For  example,  nerve  cells  and  compa- 
nies alike  might  well  be 
thought  of  as  independent 
"agents."  Each  agent  op- 
erates in  groups  as  well 
as  individually,  participat- 
ing in  flows  of  infoiTnation 
or  goods.  Each  agent  also 
has  internal  "goals"  but 
can  adapt  to  new  sur- 
roundings. Holland  then 
shows  how  agents'  prop- 
erties can  be  described  by 
computer  algorithms. 

Kauffman  casts  a  wider 
net.  In  sections  that  are 
tough  going,  he  describes 
mathematical  simulations  of  collections 
of  chemicals,  networks  of  genes,  and 
systems  that  evolve  in  a  way  that  boost 
the  "fitness"  of  both  individuals  and  the 
overall  system. 

Much  of  this  work  is  on  the  cutting 
edge  of  computer  science.  Some  of  the 
results  are  tantalizing.  Holland  describes 
a  stock-market  simulation  that  he  says 
mimics  crashes  and  speculative  bubbles 
better  than  classic  models.  Other  simu- 
lations successfully  model  biological 
races  to  develop  defenses  and  show  that 
cooperation,  with  occasional  bluffs,  is 
the  most  effective  strategy  in  a  gi'oup. 

But  what  most  excites  Kauffman  is 
the  notion  that  life  is  the  inevitable  re- 
sult of  nature's  hidden  ordei-.  His  analy- 
ses of  networks  of  interacting  genes, 
for  instance,  show  that  the  systems 
spontaneously  organize  themselves  into 
just  a  few  configurations.  More  evidence 
comes  from  simulated  soups  of  chemi- 
cals, in  which  each  substance  is  given 
the  ability  to  catalyze  other  reactions. 
Almost  magically,  the  soups  create 
clumps  of  chemicals  capable  of  replicat- 
ing themselves — eerily  reminiscent  of 
real  life.  When  he  discovered  these  phe- 
nomena, "I  knew  that  God  had  r-evealed 
to  me  a  part  of  how  His  universe 
works,"  Kauffman  gushes  in  Waldrop's 
book,  Complexity,  still  the  most  read- 
able account  of  the  new  science  and  its 
personalities. 

These  computer  simulations  are  sili- 
conie  tom-s  de  force.  But  are  they  really 
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uncovering  general  laws  or  new  insights 
into  humanity's'  problems?  Neither  book 
quite  delivers  on  these  grandiose  claims. 
Holland's  explanation  foi-  the  lack  of  re- 
sults: "We  are  only  at  the  beginning  of 
the  search  for  general  principles."  Kauff- 
man formulates  a  few  general  laws,  but 
they're  disappointingly  trite.  For  in- 
stance, he  says,  models  that  resemble  a 
company  interacting  with  customers  re- 
veal that  "you  should  not  try  to  please 
all  of  the  people  all  of  the  time,  but 
you  should  pay  attention  to  everyone 
some  of  the  time!" 

Not  surprisingly,  such 
examples  are  fueling  skep- 
ticism about  the  central 
premise  of  computer-based 
complexity  studies.  Just 
because  a  simulation  looks 
like  a  real  phenomenon 
doesn't  mean  the  mathe- 
matical rules  that  gener- 
ate the  simulation  also 
underlie — and  explain — 
real  life.  For  instance, 
Kauffman 's  assertion  that 
the  striped  patterns  aris- 
ing in  broths  of  organic 
chemicals  "may  foretell  the  stripes  of 
the  zebra"  is  about  as  logical  as  saying 
that  a  lamp  tells  us  sometliing  important 
about  the  sun,  since  they  both  produce 
light.  Sadly,  rules  that  apply  to  all  com- 
plex systems  are  probably  so  general 
that  they're  useless  in  explaining  how 
any  one  particular  system  works. 

What's  more,  Kauffman's  grandest 
claim — that  life  is  the  inevitable  conse- 
quence of  fundamental  laws 
unsupported.  If  "a  metab- 
olism will  crystallize  from 
the  bi'oth . . .  whenever  a  col- 
lection of  chemicals  contains 
enough  different  kinds  of 
molecules,"  as  he  asserts, 
then  why  did  life  apparently 
emerge  only  once  in  the 
earth's  long  history?  And  if 
these  laws  provide  "order 
for  free,"  as  Kauffman  re- 
peatedly says,  why  did  it 
take  3  billion  years  for  sin- 
gle-celled creatines  to  evolve 
into  more  complex  organisms?  Kauff- 
man remains  unfazed  by  these  uncom- 
fortable facts,  predicting  that  proof  for 
his  theory  could  be  only  a  few  years 
away.  "We  are  hunting  big  game,  seek- 
ing laws  of  complexity,"  he  trumpets. 
The  quarry  may  be  more  elusive  than 
Kauffrnan  believes,  but  it's  still  a  provoc- 
ative quest. 

BY  JOHN  CAREY 
Senior  Correspondent  Carey  covers 
science  issues  from.  Washington. 
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KEEPING  FAITH 

When  Mario  Cuomo  tunes  in  ( 
these  days,  he  must  wonder  v 
planet  he's  on.  Capitol  Hill's  Republ 
rulers  view  the  New  Deal  he  chei'i^ 
as  the  foundation  for  the  evil  wel 
state.  Eager  revolutionaries 
revamping  Medicare  while  dismant 
federal  welfare  and  Medicaid  progi-;i 
V/ell,  Cuomo,  perhaps  America's  n 
articulate  apostle  of  hberaUsm,  has 
enough.  He  has  written  a  passim 
book  that  combines  an  unapologetic 
fense  of  his  behefs  with  an  econd. 
manifesto  for  like-minded  Democr 
In  Reason  to  Believe,  the  ex-New  \ 
governor  admits  that  top  Democi 
have  been  "no  match  for  the  Republi 

leaders  Without  stronger  and  iii 

persuasive  voices  raised  in  opposit 
the  incessant  stream  of  ghb  and  ai  )})! 
ing  shibboleths  and  generalities  In 
tempting  to  a  lot  of  Americans." 

Cuomo  sees  himself  as  just  sucl 
voice.  Despite  last  year's  election 
feat,  he  is  an  ardent  defender  of  gwt 
ment — at  a  time  when  many  Deninri' 
are  scurrying  away  from  fdr's  N 
Deal  and  lbj's  Great  Society.  Of  tin 
programs,  he  writes:  "To  say  they  I'ai 
to  improve  upon  the  wi'etched  social 
tastrophes  created  by  the  150  years 
macho  individualism  tl 
preceded  them  v/ould 
foolish  indeed." 

Cuomo  takes  aim  at  Ne 
Gingrich's  Contract  W 
America.  But  he  lays  out 
alternative  agenda  for  redi ! 
ing  special-interest  influer 
in  politics  and  expanding  ft 
eral  "investments"  in  edu( 
tion,  research,  and  sma 
business  development. 

Love  him  or  despise  hi 
Cuomo  is  an  intellectual  ; 
ant.  The  Democratic  Party  desperat( 
needs  a  substantive  voice  to  replace  t 
sound  bites  and  negativity  that  pass  f 
public  discourse  today.  Is  an  old-tir 
defender  of  the  faith  the  right  person 
his  party's  hour  of  need?  Perhaps  n( 
Cuomo  admits  his  thinking  "may  see 
like  heresy"  now.  But  it's  natural  f 
Democrats  to  be  longing  for  a  lost  pai 
To  quote  one  of  Cuomo's  favorite  song 
"Wliere  have  you  gone,  Joe  DiMaggio 
RICHARD  S.  DUNHA' 
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It's  not  if.  It 


Introducini 
computer  ii; 
you  can't  z 
overlo 


Just  don't  have  the  time  for  power 
problems  on  your  PC?  Don't  worry. 
They'll  always  make  the  time  for  you.  It's  not 
if  a  power  problem  will  occur,  but  when.  Due 
to  household  appliances,  poor  wiring,  bad 
weather  or  even  other  office  equipment,  power 
problems  are  as  inevitable  as  death  and  taxes. 
You  can't  run,  but  you  can  hide...  behind  APC. 

In  the  next  three  months,  more 

THAN  30,000,000  PCs  WILL  BE  HIT 
BY  POWER  PROBLEMS... 

Who  needs  power  protection?  If  you  use  a 
computer,  you  do.  A  study  in  a  recent  PCWeek 
showed  that  the  largest  single  cause  of  data 
loss  is  bad  power,  accounting  for  almost  as 
much  data  loss  as  all  other  causes  combined. 
Every  PC  plugged  into  an  outlet  is  vulnerable. 
In  fact,  you  have  better  odds  of  winnmg  the 
lottery  than  of  escaping  the  sting  of  power 
problems.  One  study  found  a  typical  PC  is  hit 
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If  computer 
power  problems 
are  the  least  of 
your  worries, 
youVe  got  one 
chance  to  keep  it 
that  way... 


Read  this 


Getthis 


91.7% 


Power  pruhlcms  ar 
leading  cause  nf  da 
loss,  u'hde  the  nios, 
frequent  type  of  po 
problems  are  sags  c 
blackouts. 


What  are  the 
myths  and 
musts  of  PC 
protection^' 
What  are  the  10 
rfjost  common 
poiver 
protection 
tnistakes?  The 
top  tips  for 
adding 
reliability  to 
your  LAN^  Get 
your  FREE  copy 
and  find  out! 


FREE  60-pg  Power 
Solutions  Handbook 

I   I  YES!  I'm  interested  in  learning  more  about  APC 
power  protection.  Please  send  the  name  of  my 
nearest  dealer. 

□  No!  But  I  would  like  a  FREE  Handbook. 
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#  servers/PCs  to  be  protected.' 


How  APC'S  PATENTED  SaFeShIELd] 
DESIGN  PROTECTS  YOUR  EQUIPMENT  1 


Over  4,000,000 
Satisfied  APC 

Users... 
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suppressors  (which  protect  solely  against 
hardware  damage)  are  hterally  powerless  to 
protect  your' PC  from  data  loss. 

That's  why  you  need  instantaneous  battery 
backup  power  from  an  APC,  Uninterruptible 
Power  Supply  to  prevent  keyboard  lockups, 
data  loss,  and  crashes.  With  an  APC  UPS,  you 
get  six  times  the  protection  of  a  high-end  surge 
protector  for  little  more  than  twice  the  price. 
And  $119  is  much  less  expensive  than  false 
peace  of  mind. 

APC  UPSs  carry  up  to  a  $25,000  lifetime 
guarantee  against  surge  damage  to  your 
properly  connected  equipment,  and  are 
available  to  suit  any  application,  from 
network  servers  and  PCs,  to  fax  and  satellite 
systems. 

Bulletproof  your  PC  with 

APC'S  FULL  LINE  OF  PROTECTION 

If  you're  strictly  concerned  about 
protecting  your  hardware  from  surges  alone 
(or  are  protecting  nonvolatile  applications 
such  as  home  electronics,  laser  printers)  choose 
from  APC's  SurgeArrest  series.  APC's  surge 
suppressors  provide  the  highest  performance  in 
their  class  on  IEEE's  qualifying  tests,  and 
feature  APC's  exclusive  SafeShield  design  for 
safe  protection  backed  by  a  lifetime  warranty. 
No  wonder  PCWorld  recommends  SurgeArrest 
for  maximum  protection. 

For  full  protection,  choose  from  APC's  line 
of  Uninterruptible  Power  Supplies.  For  386 
class  machines,  choose  from  our  250  Volt- 
Amp  models.  For  4S6  and  Pentium,  opt  for 
400VA  or  600VA.  Recommended  models  give 
between  S-IO  minutes  ot  battery  backup, 


Advice  from  the  computer  experts: 


"Don't  take  chances.  Get  the 
ultimate  protection...  from  apc." 

PCWoRLD 

..Should  be  standard 

EQUIPMENT  on  EVERY  DESKTOP... 
effective,  AFFORDABLE, 
DESIGNED  TO  LAST..." 

PC  Computing 
"UPS  POWER  protection  has  never 

BEEN  cheaper  OR  MORE 
CONVENIENT."  MacWeEK 

"a  ups  can  pay  for  itself  the 
first  time  it  saves  your  data." 
MacUser 


PC  World 

Tap  20 
Upgrade 


COMPUTER^ 


The  best  selling  protection  in  the  world  is  sold  worldwide: 

France  (+33)05.39.32.03  •  Germany  (+49)89  958  235  •  UK  (+44)  753  5 II 022 
Middle  East/ Africa  (+44)  753  5  II 022  •  Italy  (+39)2  29  40  55  08 
Latin  America  (+1)401.789.5735  •  India  (+91)44  4341784 
Mexico  (+1)525  679  9586  •  Russia  (+7)09  53  66  21  56 
Japan  (+83)5295  1 988  •  (Ireland)  (+353)91  702000 

Visit  us  on  the  Web  at  www.apcc.com!! 


AI'C's  unique  SafeShield  design  ts  so  iidranced.  it's 
been  granled  U.S.  Patent  #  _i42,055.  In  addition  to 
a  multistage  protection  package.  SafeShield's  design 
provides  fad-safe  fusing  which  ensures  fire  safety, 
and  catastrophic  event  protection  to  ensure  that 
equipment  is  safe  under  any  circumstances. 


APCs 
SurgeArrest 
Series  offers 
the  best 
value  per 
dollar  tn  the 
industry,  up  to 
$2S,(H)0 
guarantee  for 
all  protected 
equipment,  and  is 
the  only  surge 
suppressor  to 
offer  patented 
SafeShtetd  design. 
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however  if  you  desire  more  Wsl 
runtime,  simply  choose  the  next  larger  model. 
For  sites  with  chronic  bad  power,  opt  for  our 
"PRO"  models. 

Finally,  network  environments  demand 
PowerChute  automatic  shutdown  software, 
while  any  modem,  fax,  or  data  lines  need 
ProtectNet  suppressors  to  prevent  "back  door" 
surges  from  harming  your  hardware. 

Protect  yourself  or  kick 
yourself... 

It's  been  said  that  there  are  two  types  of 
computer  users:  those  who  have  lost  data,  and 
those  who  are  about  to.  Prevent  the  single 
largest  cause  of  computer  problems  and  join  a 
fast-growing  third  category:  those  who  protect 
their  PC's  with  the  most  reliable  protection  they 
can  buy:  APC  UPSs. 

Ask  for  APC  at  your  favorite  reseller.  At 
|ust  $119,  an  APC  UPS  is  serious  protection  no 
serious  computer  user  should  be  without. 


AMERICAN  POWER  CONVERSION 

800-800-4APC 

A  puhluly-traded  lompany  i\ASI)AQ:  APCC) 
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DeVille 

is  better  than  ever 

with  the 

Northstar  System. 

With  a  Road-Sensing  Suspension 
for  new  levels  of  comfort. 
Full-range  Traction  Control  for  reassuring 
lev(ds  of  safety.  The  security  of 
a  1  ()(),0()()-mile  scheduled  tune-up. 
And  the  passing  and  merging  power 

of  the  renowned  Northstar  VS. 
Discover  why  nothing  else  feels  like 
DeVille  from  Cadillac. 
Please  call  1 -SOO- 3  ]  3-4CAD. 
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Economic  Viewpoint^ 


BY  PAUL  CRAIG  ROBERTS 


CAPITAL  GAINS:  TIME  FOR 
SOUND  POLICY,  NOT  SOUND  BITES 


RHETORIC: 

Junking  the 
capital-gains 
tax  would 
benefit 
everyone,  not 
just  the  rich— 
but  so  far, 
Democrats 
control 
the  debate 
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Paul  Craig  Roberts  is  John  M.  Olin 
Fellow  of  the  Institute  for  Political 
Economy  and  Distinguished  Fellow  of 
the  Cato  Institute  in  Washington,  D.C 


I  he  supply-side  economists  have  de- 
livered the  largest  genuinely  ft-ee 
lunch  that  I  have  seen  in  25  years, 
and  I  beheve  we  would  be  a  better  society  if 
we  followed  their  advice."  Who  said  that? 
Ronald  Reagan?  Jack  Kemj)?  A  voodoo  econ- 
omist? No,  it  was  University  of  Chicago  Pro- 
fessor Robert  E.  Lucas,  the  1995  Nobel  piize- 
winner  in  economics. 

Professor  Lucas'  remark  is  of  the  greatest 
imj)ortance  to  the  millions  of  AjTiericans  whom 
the  Democrats  and  the  media  aiTay  against 
"the  rich"  when  tax-cutting  is  under  discus- 
sion. Liberals  go  after  those  who  propose  to 
reduce  taxes  on  capital  the  way  dogs  go  after 
red  meat.  It's  a  liberal  shibboleth  that  lower 
taxes  on  capital  only  benefit  the  rich. 

Supply-siders  have  shown  that  when  you 
lower  the  cost  of  capital,  you  get  more  of  it 
and  that  the  benefits  accrae  to  society  as  a 
whole  in  the  foiTn  of  higher  labor  productivity 
and  higher  incomes.  Professor  Lucas  wi'ites 
that  "the  analysis  I  have  reviewed  supports 
these  claims:  Under  what  I  view  as  conserva- 
tive assumptions,  I  estimated  that  eliininating 
capital  income  taxation  would  increase  capital 
stock  by  about  35%." 

What  would  that  mean  for  Americans?  In 
his  Hicks  Lecture  at  Oxford  University,  Pro- 
fessor Lucas  states  that  "achieved  over  a  10- 
year  period,  such  an  increase  would  more 
than  double  the  annual  gi'owth  rate  of  the 
U.  S.  capital  stock."  He  offers  the  following 
ways  of  comprehending  the  benefits  that 
would  flow  from  tliis:  Peo])le  would  exj^erience 
a  gain  in  their  economic  well-being  equal  to 
twice  the  gain  that  would  result  fi'om  ehmi- 
nating  a  10%  rate  of  inflation;  it  would  be  10 
times  the  gain  from  eliminating  all  product- 
market  monopolies;  and  it  would  be  20  times 
the  gain  from  eliminating  the  business  cycle. 
NO  "GREAT  SOCIETY."  This  would  be  no  mean 
acliievement.  It  would  go  far  beyond  any  ben- 
efits that  can  be  claimed  by  the  liberals  on  be- 
half of  income  redistribution  and  government 
spencUng  pi'ogi'ams  or  by  the  consei-vatives  in 
the  name  of  lower  deficits  and  interest  rates. 

After  decades  of  experience  with  income 
redistribution  and  spending  programs,  we 
know  for  a  fact  that  the  liberals'  claims  were 
unfounded.  Promised  benefits  did  not  materi- 
alize, but  many  unpromised  problems  and 
costs  to  society  did.  The  "Great  Society"  end- 
ed in  failure  and  left  a  legacy  of  almost 
intractable  problems. 


As  for  the  benefits  of  a  balanced  budi 
interest  rates  peaked  in  1981,  when  the  d 
cit  was  $79  billion.  Despite  the  rise  in 
deficit  and  the  national  debt,  interest  rati  s 
day  are  less  than  half  of  their  1981  level- 

The  advantages  of  a  larger  capital  >ti 
and  the  failure  of  social  spending  progi  a 
make  the  current  budget  dispute  over  tax 
and  spending,  with  its  overtones  of  shui  t 
down  the  government,  difficult  to  undei'sta 
The  capital-gains  tax  brings  in  a  paltry  sun 
$30  bilhon  on  a  $1.5  trillion  budget— at  i 
cost  of  slower  economic  gi'owth.  But  Repnl 
cans  are  too  mired  in  illogical  distribui;  > 
rhetoric  to  champion  the  abolition  of  this  n 
guided  tax.  According  to  newspaper  repm  ^ 
even  Senate  Finance  Committee  Chainni 
WilUam  V.  Roth  (R-Del.)  of  Kemp-Roth  fait 
feels  impelled  to  defend  the  Repubhcan  ti 
cut  plan  by  estimating  that  62%  of  the  I 
would  benefit  families  and  27%  would  go 
ward  promoting  savings,  investment,  and  ei 
nomic  growth. 

SYMBOLIC  CHILD  CREDIT.  Senator  Roth, 
course,  knows  that  promoting  savings,  inve: 
ment,  and  economic  growth  benefits  famili( 
but  Democrats  still  control  the  rhetoric, 
Republicans  have  to  legislate  a  tax  cut  that 
"balanced"  between  "families"  and  "inv€ 
tors" — as  if  they  were  people  with  diamet 
cally  opposed  interests. 

One  unfortunate  consequence  of  this  illog 
is  that  the  bulk  of  the  Repubhcan  tax  redi 
tion  is  being  used  for  a  $500-per-child  cre( 
(the  rich  excluded).  Such  a  credit  is  mere  p 
litical  symbolism,  not  an  economic-pohcy  a 
tion.  The  incentive  effects  of  the  child  crec 
are  nil.  Famihes  and  children  would  bene 
far  more  from  a  reduction  in  capital  taxatic 
that  would  in  turn  create  opportunities  f( 
their  ftitures. 

Families  are  denied  the  capital  they  net 
to  maintain  and  raise  their  living  standarc 
because  of  irresponsible  and  uninfonned  dil 
tributional  rhetoric  that  no  professional  ecoi 
omist  would  support.  The  burden  of  incom 
taxation  is  borne  by  factors  of  productioi 
Just  as  taxing  capital  reduces  the  productivit; 
and  thereby  the  earnings,  of  labor,  taxing  1; 
bor  reduces  the  earnings  of  capital.  Distribi 
tionist  illogic  imposes  a  false  dichotomy  on 
symbiotic  relationship  and  prevents  soun 
tax  policy.  If  Republicans  are  going  to  lea( 
they  will  have  to  confront  propaganda  wit 
economics. 
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We're  always  looking  for  ways  to  create  a  more 
pleasant  atmosphere  for  our  passengers.  So  when  you  told  us  that 
youci  prefer  a  smoke-free  environment,  we  listened. 

And  we  hecame  the  only  U.S.  airline  to  fly 
completely  smoke-free,  worldwide.  So  you  can  relax, 
knowing  the  air  will  be  clear  on  Delta,  whether 
youVe  flying  around  the  country  or  around  the  world. 
And  weVe  made  all  of  our  Crown  Room  Clubs  smoke-free,  as  well. 

The  way  we  see  it,  responding  to  our  passengers'  requests  for 
cleaner,  clearer  air  just  makes  it  easier  for  you  to  see  how  different 
one  airline  can  be. 
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Economic  Trends 


BY  GENE  KORETZ 


A  TURNAROUND 
IN  U.S.  TRADE? 

Watch  the  capital  goods  sector 

Some  observers  are  dubious,  but  econ- 
omist Daniel  E.  Laufenberg  of  Amer- 
ican Express  Financial  Advisors  Inc.  in 
Minneapolis  thinks  the  sharp  export-led 
drop  in  the  U.  S.  trade  deficit  in  August 
suggests  a  tiuning  point  in  trade  is  neai'. 
The  catalyst:  gi-owing  U.  S.  capital  goods 
exports  combined  with  slowing  U.  S. 
equipment  imports. 

Despite  lower  demand  in  Latin  Amer- 
ica, U.  S.  capital  goods  exports  to  emerg- 
ing nations  are  nmning  25%  over  last 
year's  pace.  And,  aided  by  a  weak  dollar 
and  America's  high-tech  prowess,  capital 
goods  exports  ai'e  also  up  15%  to  24%  in 
such  weak  industrial  economies  as  Ja- 
pan, Canada,  and  Germany. 

Meanwhile,  capital  spending  in  the 

U.S.  CAPITAL  GOODS 
FIND  A  HOME  OVERSEAS 
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U.  S.  appears  to  be  slowing  significantly. 
In  recent  years,  America's  appetite  for 
equipment  imports  has  escalated  in  the 
wake  of  booming  capital  outlays  cou- 
pled with  tight  domestic  capacity.  Now, 
as  capital  investment  slows,  says  Lau- 
fenberg, "capital  goods  imports,  which 
account  for  some  35%  of  total  U.  S.  im- 
ports, are  likely  to  stumble  as  well." 

Other  hopeful  developments  include 
signs  that  the  U.  S.-Mexican  trade  bal- 
ance has  stopped  deteriorating,  and  a 
decline  in  motor  vehicle  imports,  which 
shoukl  accelerate  when  a  sharp  di'op  in 
Japan's  auto  exports  in  September  gets 
reflected  in  U.  S.  trade  data. 

The  outlook,  then,  seems  to  favor  at 
least  a  modest  turnaround  in  America's 
trade  position  over  the  next  six 
months — and  a  substantial  improvement 
once  Latin  America  joins  Asia  on  a  fast 
growth  track.  Already,  note  economists 
Donald  H.  Straszheim  and  John  Pra- 


veen  of  Merrill  Lynch  &  Co.,  some  45% 
of  U.  S.  capital  goods  exports  go  to 
emerging  nations.  And  with  many  Asian 
nations  now  facing  infrastractiire  bottle- 
necks, sales  of  both  traditional  and  high- 
tech U.  S.  capital  goods  ai-e  accelerating. 


WHO  GETS  A  REAL 
RAISE  IN  '96? 

Asian  managers  will  fare  best 

Although  American  and  Canadian 
managers  and  white-collar  profes- 
sionals are  slated  to  receive  modest  sal- 
ary hikes  next  year,  their  counterparts 
in  Asia  will  reap  sizable  gains  in  real 
terms.  According  to  a  survey  by  benefits 
consultant  William  M.  Mercer  Compa- 
nies, U.  S.  and  Canadian  companies  plan 
to  boost  their  managers'  salaries  by  an 
average  4.2%'  and  2.5%,  respectively. 

By  contrast,  planned  salary  hikes  for 
Asian  managers — nmning  ft'om  7.5%-  in 
Singapore  to  11%  in  Korea  and  Thai- 
land, 16%.  in  the  Philippines,  and  25%  in 
China  and  India — are  all  at  least  double 
the  anticipated  inflation  rates.  Even  Jap- 
anese managers  and  professionals  are 
expected  to  come  out  ahead,  with  3% 
salary  hikes  in  the  face  of  1%-  inflation. 


IMPOSE  TIME, 
PREVENT  CRIME 

Evidence  that  deterrence  works 

It's  not  sur]3rising  that  increased  aiTest 
rates  usually  lead  to  a  reduction  in 
crime.  But  is  that  reduction  due  to  de- 
terrence or  incapacitation?  That  is,  do 
larger  penalties  (via  increased  detection 
or  more  severe  sentences)  induce  crim- 
inals to  commit  fewer  crimes,  or  do 
crime  rates  drop  mainly  because  more 
criminals  are  locked  up? 

The  issue,  as  economist  Steven  D. 
Levitt  notes  in  a  new  National  Bureau 
of  Economic  Research  study,  has  im- 
portant implications  for  the  efficiency 
of  severe  "tlu-ee  strikes"  sentencing  pol- 
icies. If  crime  drops  mainly  because 
criminals  are  taken  off  the  streets,  then 
prison  populations  will  increase  dramat- 
ically as  new  crops  of  undeterred  crim- 
inals are  caught  and  incarcer-ated.  If  de- 
terrence is  strong  enough,  however, 
severe  penalties  may  lead  to  a  decline  in 
the  incidence  of  crime  and  thus  dampen 
increases  in  prison  populations. 

In  his  study,  which  examines  seven 
categories  of  crime  in  59  U.  S.  cities 


from  1971  to  1992,  Levitt  looked  for  1 
idence  that  rising  an'est  and  incarcfl 
tion  rates  for  one  type  of  crime  leaci 
increased  commission  of  other  typetj 
crime.  This  would  suggest  that  crimii 
act  rationally  and  switch  to  less  "cost 
criminal  endeavors  when  the  "price"  c 
specific  activity  rises.  In  other  woi 
there  is  a  deterrence  effect  beyond 
incapacitation  effect.  On  the  other  ha 
if  crime  rates  drop  across  the  boa 
the  primary  cause  is  likely  to  be  inc 
ceration. 

Interestingly  enough,  Levitt  foi 
strong  deterrence  effects  for  all  crir 
except  rape  and  murder.  Thus,  the  e 
dence  suggests  that  more  severe  puni 
ment  does  successfully  deter  potent 
criminals  from  engaging  in  target 
criminal  activities.  Indeed,  the  state 
Washington,  whose  voters  adoptee 
three-strikes  law  in  1993,  has  seer 
significant  drop  in  violent  crime. 


WILDCARD 
IN  THE  BUDGET 

Interest  costs  can  be  volatile 

It  has  hardly  been  mentioned  in  t 
current  U.  S.  federal  budget  deba 
but  economist  William  V.  SuUivan  Jr. 
Dean  Witter  Reynolds  Inc.  thinks  t 
estimated  $27  billion  rise  in  inten 
expenses  in  the  fiscal  year  just  er 
ed  deserves  more 

AN  EXPLOSIVE  RiSI 
IN  INTEREST  outlaw! 

INTEREST 
PAYMENTS 

U  S.  FEDERAL  . 
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attention.  In  the 
three  prior  fiscal 
years,  falling 
interest  rates  held 
down  interest  out- 
lays despite  a  $1 
trillion  rise  in  the 
gross  federal  debt. 
But  the  party 
ended  in  early 
1994  when  the 
Federal  Reserve 
decided  to  reverse 
course  and  push 
up  interest  rates, 
thus  raising  the 
Tr'easury's  debt  servicing  costs. 

Sullivan  concedes  that  the  Fed's  shi 
back  toward  monetary  ease  in  July 
this  year  suggests  that  fiscal  1996  w 
see  a  smaller  increase  in  interest  oi| 
lays.  But  he  can't  help  worrying  abot 
the  dangers  on  the  upside. 

"If  market  rates  were  to  rise  jui 
150  basis  points  to  levels  prevaihng 
the  early  1990s,"  he  warns,  "the  cost 
servicing  the  growing  national  del| 
could  rise  by  $50  billion  in  short  ordeij 
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OUSmC'S  FATE 

ANGS  IN  THE  BUDGET  BALANCE 


U.S.  ECONOMY 


MORTGAGE  RATES 
HEAD  SOUTH 

30-YEAR  FIXED 


As  you  tote  up  the  likely  win- 
ners and  losers  in  the  1996 
^ral  budget  battle,  don't  forget  homebuilders.  No, 
re  are  no  big  hits  from  spending  cuts  or  special 
goodies  in  the  works,  but  if  all  goes  as  planned, 
er  long-term  interest  rates  could  give  the  housing 
astry  new  life  next  year. 

Ilearly,  the  momentum  to  balance  the  budget  by 
2,  or  shortly  thereafter,  is  enonnous,  and  the  effort 
haping  up  to  be  the  most  credible  to  date.  All  this 
es  well  for  lower  interest  rates,  including  those  for 
rtgages.  Market  watchers  generally  agi'ee  that  the 
d  market  will  embrace  the  long-rnin  implications  of 
final  budget  package.  Those  include  expectations  of 
er  inflation  and  a  gradual  decrease  in  the  supply  of 
f  Treasury  securities  hitting  the  market. 

However,  the  bond  market 
will  also  keep  a  sharp  eye  on 
the  short  term.  The  immedi- 
ate fiscal  drag  on  the  econo- 
1^      '  my  from  the  budget  deal  is 

Bli^j^  shaping  up  to  be  barely,  if  at 

^  all,  discernible.  And  depend- 

^^H^M|^B|^  ing  on  when  the  tax  and 
W^^B^^^^m  spending  cuts  kick  in,  the 
■ "  package  could  even  end  up 
slightly  stimulative  for  fiscal 
1996 — something  the  bond 
rket  would  dislike. 

?o  some  extent,  a  deficit-cutting  deal  is  already 
3ed  into  long-term  bond  yields,  and  thus  mortgage 
es  (chart).  If  the  bond  market  Hkes  the  package. 
Ids  still  appear  to  have  room  to  dip  lower.  Ten-year 
iasury  bonds,  the  benchmark  for  fixed  mortgage 
es,  have  yielded  2.6%,  on  average,  above  cmrent  in- 
ion.  With  inflation  now  under  3%  and  likely  to  re- 
in low,  and  with  the  yield  on  the  10-year  bond  hov- 
ng  at  6%,  yields  below  5.5%  seem  possible. 

NGRESS  AND  THE  WHITE  HOUSE  have  to  get 

■ir  acts  together,  though.  Votes  on  both  the  Senate 
1  House  versions  of  the  budget  are  due  shortly,  but 
-h  the  White  House  expected  to  veto  the  resulting 
•onciliation  bill,  a  final  package  could  be  in  limbo 
:il  December. 

Before  then,  the  Treasury  vdll  bump  up  against  its 
9  trillion  debt  limit,  and  on  Nov.  15  it  will  need  $25 
lion  in  fresh  cash  to  make  semiannual  interest  pay- 
nts  on  its  debt,  not  to  mention  $205  billion  to  pay  off 
turing  debt  and  $100  billion  or  so  to  nan  the  govem- 
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ment.  An  outright  default  seems  unlikely,  but  the  bond 
market  is  watching  closely. 

Analysts  genei'ally  agTee  that  when  it's  all  over,  the 
feared  "train  wreck"  is  more  likely  to  be  a  fender- 
bender.  But  the  path  toward  deficit  reduction  will  be 
clear,  and  therein  lies  the  chance  for  lower  rates. 

A  FURTHER  DECLINE  in  mortgage  rates  would  come 
at  a  good  time  for  homebuilders.  This  year's  lower 
rates  have  strengthened  housing  demand  and  starts. 
Sales  of  existing  homes  edged  up  0.7%-  in  September,  to 
an  annual  rate  of  4.15  million.  The  increase  was  the  fifth 
in  a  row.  The  gains  have  been  fueled  mainly  by  cheap- 
er mortgages. 

The  rate  on  30-year  fixed  mortgages  fell  from  9M% 
last  December  to  a  20-month  low  of  7.38%-  in  mid-Octo- 
ber, according  to  the  Federal  Home  Loan  Mortgage 
Corp.  That's  enough  to  drop  the  monthly  cost  of  a 
$100,000  mortgage  from  $820  to  $690. 

But  until  the  bond  market  sees  the  final  budget 
package,  rates  may  hold  steady.  And  without  further 
rate  declines,  housing  activity  is  likely  to  stabilize  in 
coming  months  near  current  levels. 

Mortgage  applications  for  home  purchase,  as  op- 
posed to  refinancing,  are  already  leveling  off.  New  fil- 
ings had  picked  up  in  September,  but  by  mid-October, 
they  have  drifted  back  to  a  level  slightly  below  their 
average  of  the  past  three  months,  according  to  data 
from  the  Mortgage  Bankers  Assn. 

Housing  starts  have  pla- 
teaued  as  well.  They  edged 
lower  in  September,  to  an  an- 
nual rate  of  1.39  million,  after 
dipping  in  August.  That's  a 
respectable  level  of  activity, 
but  keep  in  mind  that  starts 
are  still  4%  below  their  year- 
ago  pace. 

Even  so,  builders  seem  up- 
beat about  current  market 
conditions.  The  housing  mar- 
ket index  of  the  National  Association  of  Home  Builders 
rose  some  7%  in  October,  to  57%  (chart).  A  reading 
over  50%  means  that  more  builders  see  good  conditions 
than  see  a  poor  chmate  in  the  areas  of  present  sales, 
expected  demand,  and  traffic  through  model  homes. 

The  pickup  in  demand  since  spring  has  helped  to 
clear  away  excess  inventories  of  unsold  homes,  so 
builders  are  now  freer  to  respond  to  new  demand. 
However,  they  remain  cautious  in  the  face  of  pros- 
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pects  for  only  moderate  gi'owth  in  the  economy  geni- 
ally and  in  employment  in  particular. 

Builders  report  that  speculative  building — homes 
started  without  a  specific  buyer — remains  at  a  low 
ebb,  even  as  borrowing  costs  have  fallen  slightly  as  a 
result  of  the  July  6  cut  in  interest  rates  by  the  Feder- 
al Reserve. 

Homebuilders  also  will  continue  to  face  some  unfa- 
vorable demogi'aphics.  The  population  aged  25-34,  the 
prime  first-time  home-buyer  market,  has  been  declin- 
ing since  1990,  and  it  will  keep  falling  into  the  next 
century. 

BUT  WHILE  THE  BOND  MARKET  would  be  pleased 

with  a  long-term  stab  at  deficit  reduction,  lower  long- 
tenn  interest  rates  next  year  ai'e  not  necessarily  in  the 
bag.  In  an  election  yeai;  the  temptation  to  bring  the  tax 
goodies  foi*ward  and  suffer  the  painful  spending  cuts 
later  will  be  great. 

September  closed  out  the  1995  fiscal  year.  The  Treas- 
ury delayed  its  September  budget  report,  originally 
set  for  Oct.  23,  as  usually  happens  at  fiscal  yeai'end,  but 
analysts  expect  a  September  smplus  of  about  $8  billion. 
That  would  bring  the  1995  deficit  to  about  $162  billion, 
down  from  $203.3  billion  in  1994. 

The  expected  1995  gap  will  be  the  lowest  since  1989 
and  the  smallest  in  relation  to  gross  domestic  product 
since  1979.  The  1996  deficit  is  expected  to  be  a  few  billion 


CHILE 


THE  DEFICIT  MAY 
INCH  UP  NEXT  YEAR 


higher,  depending  on  the  final  budget  compromise  (cha 
However,  the  way  to  look  at  fiscal  restraint  or  st 
ulus  is  the  so-called  standardized  employment  deficit 
a  percentage  of  potential  gdp.  In  layman's  terms,  it's 
federal  deficit  adjusted  for  the  swings  in  the  busin 
cycle.  Recent  estimates  by  the  Congi-essional  Bud 
Office  put  the  1995  estimate  at  2.7%  of  gdp. 

However,  estimates  by  hsbc 
Washington  Analysis  show 
that,  depending  on  the  mix  of 
tax  and  spending  cuts,  the 
1996  percentage  could  be  any- 
where from  2.3%,  a  modest 
move  toward  restrictiveness, 
to  greater  than  3%,  a  slightly 
stimulative  move.  Decimal 
points  aside,  the  analysis  sug- 
gests little  or  no  fiscal  drag 
ft'om  the  budget  next  year. 

Compared  with  conventional  wisdom,  which  sa 
that  deficit  reduction  will  start  hitting  the  econoi 
immediately,  that  lack  of  fiscal  restraint  would  bode  m 
for  economic  growth  generally  next  year.  As  long  as 
budget  in  succeeding  years  cuts  the  deficit  in  credil 
ways,  both  the  bond  market  and  the  Federal  Reser 
appeal"  poised  to  provide  the  economy  with  lower  rat 
If  so,  the  housing  upturn  will  hang  around  for  at  le: 
another  year. 
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CAN  CHILE  STAND  THE  HEAT? 


After  two  quarters  of  fast 
growth,  Chile's  economy  con 
tinues  on  a  brisk  pace.  However, 
strong  domestic  demand  is  wors- 
ening the  trade  deficit  as  well  as 
helping  to  raise  the  inflation  rate 

The  latest  sigii  of  ro 
bust  gi'owth  comes 
ft'om  Chile's  monthly 
index  of  economic  ac- 
tivity, reported  under 
the  acronym  imacec. 
The  AugTist  IMACEC 
rose  7.3%  from  a  year 
ago,  lifted  by  surging 
imports.  The  rise  was 
much  lower  than  the 
9.5%  gain  in  July — the 
biggest  in  2^  years — but  the  read- 
ing still  implied  a  fast,  yet  sustain- 
able,  rate  of  economic  growth 
(chart).  Real  gross  domestic  prod- 
uct gi'ew  by  7.5%  in  the  year  end- 
ed in  the  second  quarter,  the 


GROWTH  RETURNS  TO 
A  SUSTAINABLE  PACE 


CHILE  S  INDEX  OF  ■! 
ECONOMIC  ACTIVITI^ 


AUG.  '94  AUG  '95 

A  PERCENT  CHANGE  FROM  A  YEAR  AGO 

DATA  BLOOMBERG  FINANCIAL  MARKETS 


sti'ongest  rate  in  two  years.  The 
official  forecast  is  that  real  gdp 
will  grow  7.5%  in  1995  and  slow  to 
6.5%  in  1996. 

One  problem  for-  Chile  is  waning 
export  gi'owth.  TMixl-quarter  ex- 
ports were  up  33% 
from  a  year  ago,  be- 
low the  42%  gain  of 
the  second.  The  high- 
est copper  prices  in 
five  years  helped  to 
boost  commodity  ex- 
ports, but  since  mid- 
August  copper  prices 
have  fallen  9%.  And 
the  peso  strengthened 
against  the  U.  S.  dollar 
in  1995's  first  half,  putting  most 
exporters  at  a  price  disadvantage. 

Meanwhile,  healthy  domestic 
demand  is  bringing  in  a  wave  of 
imports.  Third-quarter  impoits 
rose  37%  from  a  year  ago,  faster 


than  the  30%  pace  in  the  second. 
As  a  result,  Chile  has  run  a 
monthly  ti'ade  deficit  from  June  t( 
September. 

Chileans  have  lived  through 
double-digit  inflation  oi'  worse  for 
the  past  60  years,  but  it's  an  expe- 
rience most  want  to  forget.  That's 
why  the  recent  nmup  in  inflation 
is  a  wony.  On  Oct.  18,  the  Centra 
Bank  lifted  its  forecast  for  the  Oc- 
tober increase  in  consumer  prices 
to  0.6%,  double  its  previous  esti- 
mate. That  would  mean  that  infla- 1 
tion  is  inmning  at  a  year-over-year 
pace  of  about  8Wo,  well  above  the 
Bank's  1995  target  of  8%.  The  pos- 
sibility of  tighter  monetary  policy 
has  weakened  Chile's  financial 
markets.  Some  calm  returned  af- 
ter the  Augnst  imacec,  but  higher 
interest  rates  may  be  the  best 
way  for  Chile  to  avoid  another 
devastating  inflation  spiral. 
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INVESTIGATIONS 


A  WORLD  OF 
GREASED  PALMS 

Inside  the  dirty  war  for  global  business 


Intrigue  fairly  leaps  off  the  pages  of 
the  classified  U.  S.  government  re- 
port. A  German  electronics  giant 
pays  bribes  to  win  export  sales. 
France  demands  20%  of  Vietnam's  tele- 
communications market  in  exchange  for 
aid.  A  European  aerospace  company 
threatens  to  block  European  Union 
membership  for  Turkey  and  Malta  un- 
less their  national  airlines  purchase  its 
planes. 

It's  all  part  of  a  nasty,  multibillion- 
dollar  wai'  being  waged  over  global  mai'- 
kets.  A  secret  Commerce  Dept.  study, 
newly  prepared  with  the  help  of  U.  S. 
intelligence  agencies,  catalogs  scores  of 
incidents  of  bribeiy,  aid  with  strings  at- 
tached, and  other  improper  inducements 
by  America's  trading  partners.  In  the 
case  of  strings-attached  foreign  aid,  the 
deals  may  violate  international  trade 
pacts.  And  the  cost  of  such  practices  to 
the  U.  S.  economy  appears  enormous.  In 
1994  alone,  U.  S.  'intelligence  tracked  100 
deals  worth  a  total  of  .$45  billion  in  wliich 
overseas  outfits  used  bribes  to  undercut 
U.  S.  rivals,  the  study  says.  The  result: 
Foreign  companies  won  80%  of  the  deals. 
SANCTIMONIOUS?  Among  the  main  cul- 
prits are  some  of  America's  staunchest 
political  allies:  France,  Gennany,  and  .Ja- 
pan. The  corporations  involved  aren't 
cited  by  name  in  the  study,  which  has 
been  in  the  works  for  mmmmmmmmm 
months  and  key  parts  of 
which  were  reviewed  by 
BUSINESS  WEEK.  But  gov- 
ernment sources  identify 
premier  European  high- 
tech companies — including 
Germany's  Siemens, 
F'rance's  Alcatel  Alsthom, 
and  the  European  air- 
frame consortium  Airbus 
Industrie — as  among  the 
major  practitioners.  For- 
eign governments  and 
companies,  of  course,  giipe 


BRIBES  A 

German 
high-tech 
''"°°'*^~»'  '  company, 
identified  by  sources 
as  Siemens,  allegedly 
offered  bribes  in  con- 
nection with  bids  on 
1 1  contracts  from 
1987  to  1994.  It  won 
7  of  the  deals,  Siemens 
won't  comment. 


UNFAIR 
COMPETITION 

A  secret  report 
prepared  by 
the  Commerce 
Dept.,  with  the 
help  of  U.S. 
spies,  cites 
scores  of  shady 
business  deals 
that  have  cost 
American  com- 
panies billions 
in  lost  contracts 
during  the  past 
two  years 

that  the  Clinton  Aclminislratinn  has  been 
doing  lots  of  aggi-essive  advocacy  of  its 
own  to  win  deals  for  U.  S.  business. 
"Each  time  we  vrin  a  deal,  it's  because  of 
diity  tricks,"  says  an  Aii'bus  ofilcial  with 
bitter  sarcasm.  "Each  time  Boeing  wins, 
it's  because  of  a  better  product." 
■■■■■■■■■H  Indeed,  many  officials 
overseas  view  the  U.  S.'s 
holier-than-thou  attitude 
about  shady  business  prac- 
tices as  naive  and  hypo- 
critical. As  word  of  the  re- 
port's contents  gTadually 
leaks  (some  50  copies  re- 
cently were  distributed  to 
Congress  and  key  agen- 
cies), U.S.  trading  part- 
ners may  be  angered  to 
leam  how  closely  Ameri- 
can spies  are  tracking 
their  deahngs.  Indeed,  the 


PULLED  LOANS 

1993,  France  warned 
an  African  government? 
that  it  would  withdraw 
government  guarantees  on  outstand- 
ing loans  if  Alcatel  didn't  win  a  $20 
million  telecom  switching  contract. 
Alcatel  declined  comment.  Govern- 
ment officials  couldn't  be  reached. 

growing  role  of  the  ciA  and  its  sist( 
shops  in  commercial  infonnation-gat  1  ic 
ing  ah'eady  is  controversial,  with  ci  ilii 
contending  that  the  spies  are  inajji^r^ 
priately  trying  to  justify  a  $28  billic 
budget  in  the  post-cold-wai*  era.  But  i'o 
mer  ciA  General  Counsel  Elizabeth 
Rindskopf  says  the  CIA  is  simply  n 
sponding  to  demands  fi'om.  other  T.! 
government  agencies  for  infonnatidii  1 
help  level  the  global  playing  field. 

There's  more  to  it  than  that.  "As  tl 
importance  of  geopolitical  struggle  hi 
declined,  conflict  has  found  a  new  hnme 
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cious,"  says  Joel  John- 
son, international 
vice-president  for  the 
Aerospace  Industries 

Assn.  of  America. 
During    the  next 


POLITICAL 
THREATS  Officials  of 
Airbus  Industrie,  the 
European  airframe 
consortium,  threatened  to 
block  entry  to  the  European 
Union  for  Turkey  and  Malta  if 
those  nations'  carriers  bought  U.S. 
planes.  Airbus  denies  the  charge. 


;  Edward  N.  Luttwak,  senior  fellow 
he  Center  for  Sti-ategic  &  Intema- 
al  Studies.  "Commercially,  the  atmos- 
re  has  become  envenomed."  Econom- 
-ends  tell  the  tale:  The  ■■■■■■■■■■■ 
5.  is  more  dependent 
1  ever  on  exports  to 
its  economic  gi'owth. 
ope  and  Japan  ai'e  sad- 
l  by  slow  gTowth. 
leightened  global  com- 
tion  adds  to  the  temp- 
an  to  seek  advantages 
)ugh  questionable  tac- 
— particularly  in  key 
ors  such  as  aerospace, 
3re  demand  is  weak, 
impanies  and  govern- 
its  are  more  willing  to 
art  to  unconventional 
:hods  to  make  a  sale 
ause  any  sale  is  pre- 


DEBT 
I  FORGIVE- 
l  NESS  To 

help  a 
Japanese  company  win 
a  $30  million  super- 
computer order  from 
Brazil,  the  Bank  of  Ja- 
pan said  it  would  cred- 
it the  purchase  against 
Brazil's  debt  to  Tokyo. 
Bank  of  Japan  says  it 
knows  nothing  of  the 
incident,  but  NEC  did 
win  such  a  contract. 


decade,  the  pervasiveness  of  such  prac- 
tices spells  trouble  for  U.  S.  companies 
girding  to  compete  for  an  estimated  $1 
trillion  worth  of  overseas  infi-astnicture 
■■■■■■■■■I  projects.  American  busi- 
ness already  is  handi- 
capped by  the  U.  S.'s  com- 
paratively puny  spending 
on  export  promotion.  The 
Commerce  report,  which 
also  reviews  legitimate 
competitive  practices  such 
as  trade  missions  and  fi- 
nancial aid  to  exporters, 
reveals  a  stark  gap.  In 
1994,  for  every  $1,000  of 
gross  domestic  product, 
France  spent  more  than 
17?  on  export-promotion 
programs;  Japan,  more 
than  12(Z.  In  contrast,  the 
U.  S.  spent  3c. 


Even  so.  Republican  trade  hawks  on 
Capitol  Hill  want  to  slash  funds  for 
Commerce's  trade  programs.  Commerce 
officials  hope  the  competitive-practices 
report  will  help  derail  those  moves.  It's 
certainly  a  timely  showcase  for  Com- 
merce Secretary  Ronald  H.  Brown  to 
reemphasize  his  role  as  roving  advocate 
for  American  business.  "The  findings 
are  alarming,"  Brown  told  business 
WEEK.  "There  is  no  question  that  we 
have  been  dramatically  outgunned  by 
our  global  competitors,  and  many  of 
those  competitors  use,  to  be  kind,  unsa- 
vory practices." 

WADS  OF  CASH.  But  to  some  European 
executives,  the  Chnton  Administration 
doesn't  shy  away  from  questionable 
arm-twisting.  An  Airbus  official  calls 
President  Clinton's  1993  phone  call  to 
King  Fahd  of  Saudi  Arabia  to  lobby  for 
Boeing  Co.  and  McDonnell  Douglas 
Coip.  a  "blatant"  disregai-d  for  the  i-ules. 
"The  power  of  the  American  govern- 
ment is  far  greater  than  any  European 
government,"  the  official  says.  Too  bad, 
retorts  one  U.  S.  offi- 
cial: "If  we're  going 
to  provide  a  security 
umbrella  for  a  coun- 
try, it's  reasonable  to 
expect  oui'  companies 
to  get  treated  fairly." 

Certainly,  not  all 
U.  S.  companies  have 
clean  hands.  In  Octo- 
ber, a  former  vice- 
pi'esident  at  Lockheed 
Maitin  Coip.  was  sen- 
tenced to  18  months 
in  prison  and  a 
$125,000  fine  for  brib- 
ing a  member  of  the  Egyi^tian  Parlia- 
ment to  win  an  order  for  thi-ee  C-130 
cai'go  planes.  The  case  is  suiprising  be- 
cause Lockheed  was  at  the  center  of  a 
bribery  scandal  in  Japan  neai'ly  20  years 
ago  and  has  signed  a  consent  decree  to 
refrain  from  such  practices.  That  paved 
the  way  for  the  1977  Foreign  Connipt 
Practices  Act,  which  bars  U.  S.  compa- 
nies fi'om  paying  bribes  to  win  business. 

Some  U.  S.  companies  find  creative 
ways  to  skirt  the  law.  To  secure  a  mining 
ventm-e  in  a  developing  nation,  an  Amer- 
ican company  recently  flew  officials  from 
the  country  to  the  U.S.,  put  them  up 
in  a  fancy  hotel  for  a  week,  and  gave 
them  a  wad  of  cash  for  a  shopping  spree. 
A  U.  S.  intelligence  source  says  the  trip 
is  problematic:  "What's  the  difference 
between  giving  an  official  shopping  mon- 
ey and  handing  him  an  envelope  of  cash 
in  his  office?" 

But  U.  S.  and  other  trade  experts 
have  little  doubt  that  overseas  compa- 


TIT-FOR- 
TAT  AID 

Former 
French 
President  Francois 

itterrand,  leading  a 
trade  mission  to  Hanoi, 
demanded  a  20% 
share  of  Vietnam's  tel- 
co  market  as  a  condi- 
tion of  French  foreign 
aid.  Neither  govern- 
ments' officials  could 
be  reached. 
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nies  are  moi'e  likely  to  offer  bribes  be- 
cause theii-  cultures  and  legal  systems 
permit  it.  In  France,  foreign  payments 
to  middlemen  are  considered  legitimate 
business  tax  deductions.  Germany  has 
similar  rules,  though  officials  in  Bonn 
say  they  inight  junk  them  if  there  were 
an  international  accord  to  outlaw 
bribery. 

Even  so,  there's  httle  U.  S.  support 


for  easing  antibribery  laws.  Instead, 
many  American  executives  are  urging 
the  Administration  to  mount  an  aggi'es- 
sive  campaign  to  get  foreigners  to  play 
more  by  U.  S.  rules.  For  starters,  open 
up  to  public  scrutiny  the  contracting 
process  for  projects  funded  by  multi- 
lateral development  banks,  says  Caiman 
J.  Cohen,  vice-president  of  the  Emer- 
gency Committee  for  American  Trade,  a 


group  of  60  chief  executives  of  Ai: 
ca's  leading  exporters. 

U.  S.  officials  vow  to  fight  for  i  ■ 
And  foreign  trading  partners  m;i 
that  a  good  idea.  As  long  as  ever- 
including  the  U.S. — promises  t' 
by  the  rules. 

By  Amy  Borms  in  Washingtai 
StewaH  Toy  in  Paris  and  Pegyij 
Tr^autrnmi  in  Bonn 


itist  in  the  Fram 
igham  hotel 
room — stole  the 
EPO  cells  in  1988 
from  his  employe)-, 
Integi'ated  Genet  it 
Inc.  in  Framing- 
ham.  The  theft 
went  undetected  a  -i 
the  time,  and  couii,.* 
documents  don't  | 
say  why  Reddy  ; 
might  have  waited  i 
six  years  to  sell  th  i 
cells.  Reddy's  law-  '4 
yer  says  the  gov-  jj 
emment  has  "mis-  'I 
constmed"  his  4 
client's  involvemenitj 
with  Kota.  i 
Integrated  Ge-  ^ 
netics  contends  thai| 
developing  and  pro| 
ducing  the  stolen  a 
cells  from  scratch  | 
would  cost  $100  I 
million  to  $200  mil-i 
lion.  The  material 
stolen  by  Reddy 
"may  be  the  most 
efficient  cell  line  in 
the  world,  in  terms  of  yield,"  says 
Mark  A.  Hofer,  general  counsel  of 
Genzyme  Corp.,  which  acquired  Inte- 
grated Genetics  in  1989.  Not  that 
owning  it  did  Genzyme  much  good: 
The  race  to  patent  the  epo  cell  line 
was  won  in  1989  by  Amgen  Inc.,  and 
Genzyme  is  blocked  fi-om  selhng 
dings  containing  it. 

Recognizing  epo's  potential  value, 
the  indictment  says,  Kota  agreed  to 
sell  it  to  the  undercover  FBI  agent 
for  $300,000.  Unfortunately  for  him 
and  Reddy,  other  agents  \^'ere  moni- 
toring their  every  move  by  closed- 
circuit  TV  when  the  alleged  sale  was 
finally  made. 

By  Paul  C.  Judge  in  Boston 


TINKER.  TAILOR.  SOLDIER.  BIOTECH  SPY? 


On  a  dreary  day  last  December, 
two  men  entered  a  hotel  room  in 
the  Boston  suburb  of  Framing- 
ham,  Mass.  One  wore  the  expensive 
clothes  of  a  prosperous  businessman, 
the  other  had  the  tweedy  attire  of  a 
research  scientist.  Inside  the  cooler 
they  carried  was  a  tiny  ft'ozen  clus- 
ter of  genetically  altered  hamster 
ovary  cells,  capable  of  producing  the 
blockbuster  drag  known  as  erythro- 
poietin, or  EPO.  Waiting  to  collect  the 
cells  was  an  FBI  undercover  agent 
posing  as  a  buyer  for  Russia's  kgb. 

So  began  the  nation's  first  indus- 
trial espionage  case  to  generate 
criminal  indictments  for  the  theft  of 
biotechnology.  Indictments  in  the 
case,  unsealed  on  Oct.  18  by  the 
U.  S.  Attorney  in  Boston,  underscore 
just  what  a  juicy  target  America's 
world-leading  high-tech  industries 
are  for  spies.  The  thieves  allegedly 
stole  a  cell  line — a  sort  of  dna  facto- 
ry small  enough  to  fit  in  a  test 
tube — that  tums  out  epo,  a  protein 
that  stimulates  red-blood-cell  produc- 
tion. Drugs  incorporating  epo  rang 
up  sales  of  $970  milhon  in  the  U.  S. 
last  year. 

INDIAN  CONNECTION.  Numbers  like 
those  led  Subrahmanyam  M.  Kota, 
the  businessman  in  the  Framingham 
hotel  room,  to  shift  his  spying  efforts 
from  military  to  industrial  secrets, 
prosecutors  contend.  They  have 
charged  Kota  with  espionage,  con- 
tending that  he  gathered  clas.sified 
information  ft'om  Massachusetts  com- 
panies and  sold  it  to  the  kgb.  Kota's 
previous  job  as  a  software  manager 
for  Data  General  Corp.  put  him  in 
the  heart  of  Boston's  high-tech  sec- 
tor, though  Data  General  itself  ap- 
pears not  to  have  been  a  target. 
Kota  left;  DG  in  1992. 

Kota,  now  a  software  consultant, 
denies  the  charges.  His  lawyer  says 
Kota  has  refused  a  plea-bargain  of- 


fer— despite  facing  a 
maximum  of  2.5  years 
in  prison  and  a 
$750,000  fine.  Says 
Kota:  "The  most  seri- 
ous run-in  I  have  had 
with  the  law  [before 
the  indictment]  is  a 
parking  ticket." 

Federal  prosecu- 
tors, however,  paint 
Kota  as  less  than  law- 
abiding.  The  FBI  trac- 
es his  contact  with 
the  KGB  to  1985— 
eight  years  after  his 
airival  in  the  U.  S. 
ft'om  his  native  In- 
dia— when  he  met 
with  someone  em- 
ployed by  the  Soviet 
espionage  agency  in 
Bermuda  and,  accord- 
ing to  the  indictment, 
handed  over  unspeci- 
fied documents.  He  al- 
legedly was  paid 
$5,000.  The  feds 
charge  he  got  $15,000 
more  for  documents 
he  gave  the  kgb  in 
Lisbon  the  following  year. 

In  1988,  Kota  formed  a  crucial  alH- 
ance  with  a  prominent  Indian  busi- 
nessman, Ahu'u  J.  Pi'asad,  managing 
director  of  Hyderabad  Batteries  Ltd., 
which  among  other  things  makes  bat- 
teries for  the  nascent  Indian  space 
progi'am.  On  Oct.  8,  Prasad  was  ar- 
rested on  federal  wii-e  and  mail  ft-aud 
charges.  The  Justice  Dept.  contends 
Prasad  worked  for  the  kgb.  Prasad's 
attorney  says  his  client  denies  that 
and  plans  to  fight  the  charges. 

Along  the  way,  Kota  also  hooked 
up  with  a  research  scientist  named 
Vemuri  Bhaksar  Reddy,  another  In- 
dian immigi'ant.  The  government 
charges  that  Reddy — the  tweedy  sci- 


e 


Ui\DER  INDICTMEiNT 
Kota  denies  he  helped  steal 
genetically  altered  cells,  but 
the  FBI  says  he  also  sold 
classified  material  taken 
irom  companies  to  the  KGB 
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FIDEL  WITHOUT 
FATIGUES 

Castro  makes 

his  case  to 

^BS's  Rather 
and  he's 

courting  U.S. 
xecs  who 
ant  to  move 

into  Cuba 


S.  BUSINESS  ISN'T  AFRAID 
)  SHOUT  CUBA  SI! 

icutives  are  no  longer  cowed  by  anti-Castro  hard-liners 


t  the  Manhattan  headquarters  of 
the  Council  on  Foreign  Relations,  a 
half-dozen  titans  of  U.  S.  industry 
;d  Cuban  President  Fidel  Castro  at 
rmal  supper  on  Oct.  21.  That  after- 
1,  demonstrators  had  clashed  near 
U.  N.  over  the  centerpiece  of  U.  S. 
:y  toward  Cuba,  the  35-year  trade 
argo.  But  the  corporate  chieftains 
sn't  fazed.  "The  embargo  has  been  a 
1  failure,"  declared  Archer  Daniels 
land  Co.  Chaii-man  Dwayne  0.  An- 
is.  "It  ought  to  be  ended." 
1  his  five-day  visit  to  New  York, 
tro,  often  sporting 
ness  suits  instead 
lis  customary  fa- 
es,  met  with  more 
I  200  U.  S.  business 
cutives.  It  was  a 
arkable  whirlwind 
tship,  and  not  just 
the  sheer  volume 
apitaUst  brass.  For 
ides,  U.  S.  compa 


On  Oct.  19,  the  Senate  passed  a  bill 
sponsored  by  Representative  Dan  Bur- 
ton (R-Ind.)  and  Senator  Jesse  Helms 
(R.-N.  C.)  to  tighten  the  embargo.  Miss- 
ing in  the  legislation,  though,  was  a  key 
provision  that  would  have  allowed 
Cuban- Ameiican  owners  of  property  ex- 
propriated by  Castro  in  1960  to  pursue 
claims  in  U.  S.  courts  against  foreignei's 
buying  stakes  in  their  Cuban  property. 
U.  S.  businesses  had  lobbied  against  the 
provision,  which  would  have  diluted 
their  more  than  $5  bilhon  in  claims. 

The  gutting  of  the  Senate  bill  also 


CEOs  ON  CUBA 


ARCHER  DANIELS  MIDLAND  Chairman  Dwayne  Andreas,  who  met 
with  Castro  in  New  York  on  Oct.  21,  strongly  opposes  tine  embargo, 
which  he  derides  as  "a  total  failure."  He  predicts  it  will  be  eased  ear- 
ly in  the  next  U.S.  Presidential  term. 

CABLE  NEWS  NETWORK  President  Tom  Johnson  says  Cuba  is 
willing  to  let  CNN  and  the  Associated  Press  set  up  news  bureaus  in 
the  country.  The  Clinton  Administration  is  holding  out  for  wide  access 


leery  of  boycotts        ^jS.  news  orgamzations.   uj^.g 


heartens  execs  op- 
posed to  the  embar- 
go, which  has  kept 
U.  S.  companies  on 
the  sidelines  as  for- 
eign rivals  cai've  out 
shares  of  the  Cuban 
market.  "The  defeat 
of  the  main  provision 
in  the  Helms  bill  is 
so  stunning  that  this 
may  give  us  some 
cowage,"  says  Peter 
Blyth,  president  of 
Radisson  Hospitahty 
International,  who  fa- 
vors easing  the  embargo  and  is  eyeing 
tourism  opportunities. 
TELECOM  DEAL.  Indeed,  there  is  a  gi'ow- 
ing  conviction  among  some  executives 
tliat  cm-rent  U.  S.  policy  is  counteipro- 
ductive.  "I  don't  believe  isolating  Castro 
lias  worked  for  35  years,"  says  Stephen 
J.  Green,  chaiiTnan  of  Samsonite  parent 
AstiTim  International  Coip.  Howai'd  M. 
Dean,  head  of  Dean  Foods  Co.,  says  the 
U.  S.  should  allow  food  shipments  even 
before  settling  issues  Uke  compensation 
for  expropriated  property  and  human 
rights — and  is  "really  ready"  to  begin 
sending  milk  fi-om  his  Miami  plant. 

The  flow  of  foreign  business  invest- 
ment into  Cuba  fuels  U.  S.  executives' 
frustration.  Foreign  companies  have  in- 
vested close  to  $2  biUion  since  1989  in 
tourism,  mining,  and  other  industries. 
WliUe  foiu'  U.  S.  telecom  companies  carry 
long-distance  calls  to  Cuba,  for  instance, 
they  are  shut  out  of  bigger  local  deals. 
Instead,  Mexico's  Grupo  Domos  and 
Italy's  Stet  International  have  a  monop- 
oly on  domestic  phone  sei"vice,  in  part- 
nership with  Cuba's  phone  company. 

Meanwliile,  there  are  signs  that  the 
island's  economic  slide,  a  one-third  de- 
cline in  GDP  touched  off  by  the  1989  cut- 
off of  Soviet  support,  has  bottomed  out. 

The  Cuban  peso,  wliich 
sold  on  the  black  mar- 
ket at  150  to  the  dollar 
in  April,  1994,  has 
climbed  to  25.  Fanners 
markets  have  made 
food  more  vridely  avail- 
able. If  Cuba's  econo- 
my improves,  it's  likely 
to  attract  still  more 
non-U.  S.  investors, 
too  late  already" 


denunciations  by 
d-liners,  have  left 
)a  policy  to  politi- 
.s  and  Cuban  exile 


)ies. 

5.  chieftains  are 
dng  known  their 
)leasure  with  U.  S. 
cy — and  they're 
■ting  to  be  heard. 


TANDY  CEO  John  Roach  thinks  that  as  long  as  Castro  is  in  control,  a 
thaw  in  U.S. -Cuba  relations  is  unlikely.  "Castro  has  made  it  very  clear 
that  he  does  not  plan  to  change  his  ideology  and  that  he  plans  to 
remain  in  office,"  Roach  says 


to  recoup  some  of  the 
business  lost  to  Cana- 
dians, Mexicans,  and 
Europeans,  says  An- 


Now,    some  --'   dreas.  But  better  late. 


RADISSON  President  Peter  Blyth  and  other  tourism  executives  favor 
easing  travel  restrictions  as  a  first  step  to  better  relations.  He  sees  op- 
portunities operating  hotels,  travel  services,  and  cruise  ships  in  Cuba. 

DATA:  BUSINESS  WEEK 


he  adds,  than  never. 

By  Gail  DeGeorge 
in  Miami  and  John 
Pearson  in  New  York, 
with  bureau  repoHs 
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DEALS 


INTEL  WON'T  FEEL  THE  HEAT 
FROM  THIS  FUSION 

Advanced  Micro's  NexGen  merger  isn't  enough  to  close  the  gap 


Can  anything  slow  down  Intel?  Jeny 
Sanders  hopes  his  latest  deal  will 
finally  do  the  trick.  On  Oct.  20,  the 
chairman  of  Advanced  Micro  Devices 
Inc.  (AMD) — Intel's  chief  competitor — an- 
nounced a  siuprise  deal  to  buy  tiny  rival 
NexGen  Inc.  for  about  $900  million  in 
stock.  The  big  prize:  a  coming  NexGen 
chip  that,  for  the  first  time,  could  rival 
the  latest  of  Intel  Coip.'s  microproces- 
sors, the  silicon  brains  of  most  personal 
computei-s.  Crows  Sanders:  "This  will  be 
the  closest  we  have  ever  been  to  Intel." 

Closer,  but  no  cigar.  For  all  of 
Sanders'  optimism,  the  mannage  of  con- 
venience shows  one  thing  clearly:  how 
powerful  Intel  has  become  and  how 
weak  its  rivals  remain.  The  merger  may 
spur  even  more  consolidation:  Rumors 
suggest  that  Cyinx  Corp.,  another  Intel 
rival,  could  be  acquired  by  IBM  or  Ko- 
rea's Samsung  Grouj) — although  they  all 
deny  a  deal  is  in  the  works.  Concedes 
Steve  Tobak,  Cyrix'  marketing  vice- 
president:  "People  are  really  getting 
discouraged  about  the  prospect  of 
an  Intel  alternative." 

A  lot  is  at  stake — and  not  just  ' 
because  PC  microprocessors  are  a 
$12.6  billion  market.  Intel  micropro- 
cessors command  up  to  80%  profit 
margins — margins  chipmakers  such  as 
AMD  need  if  they're  to  stay  on  the  tech- 
nology treadmill. 

So  far,  despite  a  decade  of  trying. 


the  Sunnyvale  (Calif.)  company  has  only 
captured  an  estimated  8.7%  of  the  mar- 
ket this  year;  Intel  has  85.6%  (chart). 
AMD  remains  stuck  in  the  lower-margin 
and  rapidly  shrinking  486  chij)  market. 
Woi-se,  it's  losing  gi'ound:  On  Oct.  10, 
AMD  reported  third-quarter  profits  that 
were  off  33%-,  to  $56.2  million,  fi-om  1994 
on  sales  that  were  up  only  9%,  to  $590.4 
million.  The  profit  drop  was  due  mostly 
to  Intel's  relentless  price-cutting  on  its 
486  and  flagship  Pentium  chips.  And 
there's  no  relief  in  sight.  Says  Cowen  & 
Co.  analyst  Drew  Peck:  "It's  going  to  be 
grim  for  AMD  throughout  1996." 

Things  would  be  even  glimmer  for 
NexGen  had  it  stayed  independent.  It 
has  the  only  rival  to  the  Pentimn  cliip  on 

UGGING  BEHIND  NO.  1 

TOTAL  MARKET  IN  INTEL-STYLE  t1  ?  fi  BILLION 
MICROPROCESSORS  ' 


AMD'S  SANDERS:  ''We  just  had  t:,  . 
a  way  to  punch  above  our  weight 

the  market.  But  because  its  chip  a 
different  aiTangement  of  wires  en 
out  of  it,  it  can't  use  all  the  sta ' 
com{)onents  Intel's  Pentium  can  ust 
residt,  few  major  PC  makers  have  1 
it.  On  Oct.  24,  NexGen  said  that  it 
position  had  dropped  a  shocking  > 
just  one  quarter,  to  $5.5  miUion. 

Meanwhile,  Intel  keeps  baii 
along — happy,  says  Intel  Senior 
President  Paul  s!^  Otellini,  to  ha\ 
less  rival.  On  Oct.  16,  it  logged  . 
jump  in  third-quarter  profits 
million  on  sales  that  were  up  46 , 
$4.2  billion.  And  on  Nov.  1,  it  will  t 
duce  the  Pentium  Pro,  a  faster  -i 
sor  to  the  Pentium. 
"THAT'S  BRILLIANT."  Just  six  m. 
ago,  it  looked  as  if  Sanders  mi.ui 
closing  the  gap.  As  clones  of  Intt:'! 
chips  raked  in  record  profits,  engi  it 
were  on  track  to  introduce  a  Pentiin  ■ 
val  by  yearend.  But  troubles 
brewing.  AMD's  new  K5  chip,  desiuii 
be  30%  faster  than  comparable  t 
tiums,  fell  well  short.  Mike  Johur 
AMD's  chief  designer,  admits  the  \  : 
K5  team  failed  to  devise  adequate  i 
ware  tests,  so  the  chip  ran  real 
grams  more  slowly  than  expecteil 
Month  by  month,  delays  nn.u 
AMD  had  to  take  engineers  off  tlic 
generation  K6  project  to  help  wim 
making  it  doubtfiil  the  K6  could  tn 
pleted  soon  enough  to  challenge  li 

NexGen  was  running  into  ti'u.i 
too.  Once  dubbed  "Nevergen"  fo 
nine-year  record  of  empty  promise 
come  out  with  an  Intel  altemativ. 
got  on  track  in  September,  1994,  ! 
troducing  the  first  Pentium  ri\  al 
getting  IBM  to  manufacture  it.  Bin 
remained  minuscule  next  to  IntelV., 
spite  raising  $48  million  in  an  ii: 
public  offering  in  May,  it  was  runi 
out  of  cash.  By  midsummer,  it  was  ii 
ing  eveiything  from  a  secondary 
offering  to  an  investment  by  Sams  i 
Then  Marshall  Cox,  a  NexGen  hi 
member  and  foiraer  employee  of  San ; 
got  involved.  He  airanged  for  Sande 
meet  Vinod  Dham,  NexGen's  chief  ( f 
ating  officer,  and  NexGen  Chainnan 
\  CEO  S.  Atiq  Raza  in  early  Sep: 
\  ber.  Sanders  was  impressed  : 
NexGen's  technology — especial 
chip  in  development  that  promisf 
match  Intel's  next-generation 
tium  Pro.  But  he  had  big  doulii  -: 
chip  didnt  fit  into  a  standard  I'l  i 
socket.  It  needed  custom  PC  desi.un- 
ly  to  turn  off  most  large  PC  makers. 
But  Dham  had  a  sui-prise.  As  sim 


40  BUSINESS  WEEK  ;  NOVEMBER  6.  1995 


arr-ived  in  May,  he  redesigned  the 
)  so  it  might  even  do  Intel  one  bet- 
It  could  plug  into  the  same  socket 
i  Pentium  and  thus  use  standard  PC 
ts — yet  it  would  inn  as  fast  as  the 
;  Pentium  Pro.  Sanders'  response, 
ills  Dham:  "That's  brilliant." 
ndeed,  in  NexGen,  AMD  gains  am- 
lition  to  fight  Intel.  Mainly,  it  gets  a 
3  to  match  Intel's  best  at  least  a 


year  earher  than  it  would  have  on  its 
own.  And  it  is  now  only  a  year  behind 
Intel — vs.  three  years  back  on  the  Pen- 
tium. Says  Linley  Gwennap,  a  foiTner 
chip  designer  and  editor  of  newsletter 
Microprocessof  Report:  "This  really  puts 
the  heat  on  Intel  to  keep  executing." 

Problem  is,  AMD  and  NexGen  still 
have  months  of  work  to  tweak  the  new 
chip  to  fit  in  Pentium  sockets  and  run 


on  AMD's  factoiy  process.  Sanders  makes 
no  excuses:  He  needed  NexGen,  and 
without  it,  he  faced  falling  behind  Intel 
for  good.  "We  just  had  to  find  a  way  to 
punch  above  our  weight,"  he  says.  But 
unless  Sanders  can  parry  better  than 
he  has  so  far,  Intel's  punch  still  may 
knock  him  woozy  again. 

By  Robert  D.  Hof  in  Simnyvale.,  Calif., 
with  Peter  Burrows  in  San  Francisco 


ECUTIVE  SUITE 


AUSCH  &  LOMB'S  BOARD 
UTS  ON  ITS  GLASSES 

BUSINESS  WEEK  story  sparks  a  probe  of  CEO  Dan  Gill 


ife  just  got  more  complicated  for 

Bausch  &  Lomb  Inc.  Chief  Executive 
■Officer  Daniel  E.  Gill.  Under  pres- 
3  spai-ked  by  a  business  week  Cover 
ry  (Oct.  23)  detailing  a  pattern  of  ac- 
nting  and  ethical  abuses  at  b&l,  the 
ipany's  somnolent  boaixl  is  waking  up. 
it  a  6!^-hour  meeting  on  Oct. 
the  boaixl  gi-illed  Gill  and  oth- 
cop  executives,  then  decided 
brm  a  committee  of  fom*  out- 
;  directors  to  investigate, 
though  we  have  no  reason  to 
ieve  there  was  a  systemic 
blem,"  says  retired  banker 
liam  Balderston  III,  who  will 
ir  the  committee,  "we  are 
y  seriously  concerned  about 

assertions  made  in  the  article 
ut  oiu-  practices." 
:-OPENERS.  While  corporate 
eiTiance  experts  applaud  the 
,rd's  move,  many  contend  it 
uld  have  come  sooner.  Most 
the  concerns  relate  to  1993, 
en  B&L  managers  engaged  in 
ift  of  questionable  practices,  including 
ing  invoices  and  secretly  assuring 
:ributors  they  didn't  have  to  pay  foi- 
ids  that  were  shipped.  The  tactics 
kfii-ed  in  1994,  when  b&l  reported 

first  decline  in  profits  after  12 
aight  years  of  double-digit  growth, 
I  the  Securities  &  Exchange  Com- 
;sion  launched  an  investigation  into 

company's  accounting  practices. 
Convinced  at  the  time  that  the  prob- 
is  were  caused  by  a  few  divisional 
icutives  who  since  have  left,  direc- 
s  kept  Gill  in  place.  They  did  press 

and  obtain  tougher  financial  controls 
1  new  ethics  guidelines.  And  early 
5  year,  the  board's  audit  committee 
efiilly  reviewed  b&l's  1994  financials. 
But  several  dii-ectoi-s  concede  that  some 
elations  in  the  business  week  article. 


such  as  allegations  that  a  Miami  imit  may 
have  incUi'ectly  aided  money  laimdering, 
were  news  to  them.  "That's  why  we 
fornied  the  committee,  to  look  into  these 
things  more  thoroughly,"  says  Baldei-ston. 
The  committee  vnU  examine  whether  exec- 
utives were  candid  with  directors  about 


ward  to  the  conclusion  of  their  work  so 
we  can  put  these  issues  behind  us  once 
and  for  all." 

Gill  also  is  feeling  the  heat  from  in- 
vestoi's.  B&L  on  Oct.  18  annoimced  disap- 
pointing thii'd-ciuarter  eaiTiings  and  told 
analysts  fourth-quarter  profits  would 
likely  be  lower  still,  b&l's  stock,  which 
had  dropped  from  a  recent  high  of  44  in 
mid-September,  sank  to  36  after  the 
news.  "This  company  is  inept,"  says  one 
big  institutional  holder  of  B&L  stock. 
"We  have  clearly  conveyed  our  disap- 
pointment and  discouragement  to  the 
company  and  to  several  directors.  It's 
beyond  me  why  they  haven't  already 
thrown  Gill  out  of  there." 

Meanwhile,  the  sec  investigation  con- 
tinues. Soui'ces  familial"  with  the  inquiiy 


Bausch's  Board 

Bausch  &  Lomb's  outside  directors 
FRANKLIN  AGNEW  Business  consultant 

WILLIAM  BALDERSTON  III  Retired  banker 

BRADFORD  BOSS 
RUTH  McMULLIN 
JOHN  PURCELL 
LINDA  JOHNSON  RICE 
ALVIN  TRIVELPIECE 
WILLIAM  WALTRIP 
KENNETH  WOLFE 


Chairman,  A.T.  Cross 
Management  Fellow,  Yale 
Venture  capitalist 
President,  Johnson  Publishing 
Oak  Ridge  National  Laboratory 
CEO,  Technology  Solutions 
CEO,  Hershey  Foods 


GILL:  Did  lie  the  reasons  beliind  the 
know  about  accounting  problems, 
inflated  sales?  and  the  extent  to  which 
they  were  caused  by  a 
cultiu'e  in  which  results  were  demanded  at 
viitually  any  cost. 

There  may  be  another  reason  for  the 
probe:  the  ceo's  reputation  has  been  se- 
verely damaged.  If  the  board  decides 
to  keep  him,  it  must  estabhsh  that  he 
wasn't  culpable  in  the  accounting  brou- 
haha. "There's  a  cloud  over  the  man- 
agement and  the  board,"  says  John  M. 
Nash,  president  of  the  National  Associ- 
ation of  Coqiorate  Directors,  a  nonprof- 
it body  devoted  to  encouraging  sound 
practices  among  corporate  boards.  "It's 
better  to  clear  the  air'  one  way  or  an- 
other." In  a  statement  to  employees. 
Gill  welcomed  the  probe:  "We  look  for- 


OATA  COMPANY  REPORTS 

believe  the  agency  is  focusing  on  b&l's 
contact-lens  division,  a  hotbed  of  ques- 
tionable practices.  One  previously  um-e- 
ported  practice  being  probed:  Whether 
B&L  inflated  sales  by  offering  some  dis- 
tributors hidden  discounts,  recording  the 
full  amount  as  revenue,  and  rolling  over 
the  shoitfall  as  an  unpaid  bill  for  quaiter 
after  quarter,  b&l  says  it  has  "ade- 
quately addressed"  the  unit's  problem. 

Sources  say  the  sec  is  aiming  to  de- 
temiine  whether  Gill  knew  of  these  and 
other  shenanigans.  Given  the  layers  of 
management  insulating  him,  he  may 
well  be  cleai-ed.  But  the  buixlen  of  proof 
for  b&l's  board  is  much  lower:  Did  Gill 
create  a  climate  in  which  such  practices 
were  vridespread?  If  so,  the  inquiiy  may 
be  a  step  toward  his  ouster. 

By  Mark  Mar  n/ont  in  Boston 
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DEALS 


BANKAMERICA  AND  NATIONSBANK: 
NO  WHITE  SMOKE  YET 

Still,  compelling  reasons  to  merge  may  prove  irresistible 


In  a  merger-mad  banking  world, 
there's  no  hotter  prospect  than  an  al- 
liance of  BankAmerica  Coip.  and  Na- 
tionsBank Coip.  With  $412  bilHon  in  as- 
sets, the  combined  bank  would  be 
America's  largest,  dramatically  eclips- 
ing the  soon-to-be-joined  Chase  Man- 
hattan Corp.-Chemical  Banking  Corp.'s 
$297  billion.  Under  the  lustrous  Bank  of 
America  name,  it  would  reach  18%  of 
U.  S.  homes  in  a  golden  crescent 
stretching  from  the  Pacific  Northwest 
through  Texas  east  to  Washington,  D.  C. 

But  it  isn't  going  to  happen  just  now. 
Sources  close  to  both  banks  say  news 
reports  in  Barron.s  and  the  Los  Angeles 
Times  citing  highly  charged  merger  ne- 
gotiati(jns  were  premature.  Outsiders 
say  talks  between  the  two  banks  were 
fairly  serious  last  spring.  But  they  were 
unable  to  agree  on  where  the  merged 
institution  would  be  headquartei'ed  or 
who  would  run  it.  "There  are  ceilainly 
embei-s  there,  and  there  probably  was  a 
flame,"  says  one  investment  banker.  But 
negotiations  broke  off,  another  source 
says,  when  NationsBank  ceo  Hugh  L. 
McColl  Jr.  wi  ■■•'  ied  that  his  bank  was 
being  acquirec '  in  tead  of  merging. 
Much  has  changed  since,  however — 


enough,  perhaps,  to  eventually  push 
BofA  and  NationsBank  to  the  altar. 
Wells  Fargo  &  Co.'s  hostile  offer  for 
Fu'st  Interstate  Bancoip  would  ci'eate  a 
tough  new  competitor  on  BofA's  home 
turf.  More  important,  the  Chase-Chem- 
ical supermerger  sets  a  bigness  prece- 
dent for  NationsBank's  McColl  and 
BofA's  Rosenberg,  both  veteran  acquir- 
ers who  have  relied  on  sheer  size  to 
build  market  power  in  both  retail  and 
corporate  banking.  In  fact,  a  source 
close  to  BofA  says  Rosenberg  was  ar- 
guing as  recently  as  two  weeks  ago  that 
a  NationsBank  merger  would  create 
marketing  prowess,  technological  effi- 
ciencies, and  strengthened  distribution. 
"IN  PLAY."  It's  no  accident  that  merger 
wii-es  are  buzzing  in  California.  Although 
still  bleak,  the  Golden  State's  bank  mar- 
ket may  at  last  be  primed  to  shine 
again.  The  state's  bankers  have  whit- 
tled problem  loans  to  2.76%  of  assets, 
from  the  crisis  mark  of  7.45%  in  early 
1992.  Return  on  assets  has  more  than 
quintupled,  to  a  .97%  annual  rate.  The 
numbers  still  ti'ail  the  national  average, 
but  the  tiUTiai-ound  is  deai'.  "California  is 
in  play,"  says  Lloyd  Greif  of  Los  An- 
geles-based investment  fimn  Greif  &  Co. 


It's  typical  McColl  territory — hiu 
tential  at  workout  prices.  Edwan  ' 
Harshfield,  ceo  of  Los  Angeles-li;; 
thi-ift  California  Federal  Bank,  sa\  - 
Coll  hunted  similar  quan-y  in  the  l  - 
market  in  1988.  "He's  a  little  moi  i 
guine  about  risk  than  others,"  he  - 

Run  the  numbers,  and  there  ai  i 
sons  a  BofA-NationsBank  deal  in; 
sense.  Analysts  say  the  trans:i 
would  be  a  virtual  merger  of  eciii;i 
matching  BofA's  $230  billion  in 
with  NationsBank's  $182  billion.  1\( 
Bruyette  &  Woods  Inc.  analyst  I  h 
Berry  figui'es  the  two  banks  couM  ; 
costs  by  $800  million,  6%  of  conil.i 
expenses,  by  eliminating  redundant  i< 
corporate  finance,  cash  managfin. 
ci'edit-card  operations,  and  moi  i  sj 
processing.  The  combination  could  ii 
mai'keting  in  some  of  the  nation's  i  ;ri 
retail  markets,  creating  the  fb-st  n 
al  banking  branfl  and  enabling  it  t. 
pete  more  effectively  for  cor])": 
undei-WTiting  and  international  busin 

A  deal  could  also  fit  both  McCt 
and  Rosenberg's  private  agendas, 
senberg,  65,  who  has  said  he  will 
tire  on  Jan.  1,  could  go  out  with  a  ba 
McColl,  60,  could  iim  the  nation's  larg 
bank  until  his  retirement  and  still  mi 
it  possible  for  Rosenberg's  success 
48-year-old  David  A.  Coulter,  ultima! 
to  take  the  reins.  The  numbers, 
strategy,  and  the  management  plan 
make  plenty  of  sense.  More  than  liki 
these  two  will  be  talking  again. 

Bi/  David  Greising  in  Atlanta,  w 
Kelley  Holland  in  New  York  a 
Nanette  Byrnes  in  Los  Angeles 
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R.  CLEAN,  YES 

R.  DYNAMO,  NOT  YET 

F'rank  Newman  the  new  broom  Bankers  Trust  needs? 


many  ways,  it  was  an  astute  move. 
)uring  the  past  18  months.  Bankers 
hist  Co.  has  been  investigated  and 
iiured  by  regulators,  accused  by  cli- 
1  of  misrepresenting  the  complex  de- 
tives  it  sold  them,  and  faced  with  a 
'6  of  staff  defections.  This  was  a 
!c  badly  in  need  of  a  credibility  boost, 
t  has  one  now  in  the  person  of 
nk  N.  Newman,  named  president  of 
ikers  on  Oct.  19  after  joining  the 
k  as  senior  vice-chaiiTnan  in  charge 
dministration  and 
nee  just  a  month 
)re.  He  will  take 
;he  duties  of  ceo 
'an.  1  and  become 
irman  and  ceo 
t  April,  after 
irles  S.  Sanford 
retires.  Newman 
igs  impeccable 
ientials,  having 
^ed  as  chief  finan- 

officer  for  Bank 
America  and  most 
;ntly  as  Deputy 
asury  Secretary 
he  Clinton  admin- 
ation.  Add  to  the 
ame  a  pristine 
atation  for  integ- 

and  intelligence. 

Bankers  has  a 
1  "Mr.  Clean"  in 
corner  office. 
Jewman,  53,  vows 
help  Bankers,  a 
^ime  leader  in  de- 
itives  and  risk 
lagement,  realize 

ootential.  "Tliis  company  is  extraordi- 
ly  good  at  financial  lisk  management  in 
ry  direction,  and  that's  going  to  be  a 
rinually  gi-owing  need,  especially  inter- 
lonally,"  he  says.  "Its  approach ...  is 
ly  on  the  leading  edge  of  the  direction 
link  financial  sei-vices  is  going." 
iERVED.  Skeptics  question  whether 
ivman  is  really  the  best  person  to 
Bankers  for  the  long  haul.  He  has 
at  most  of  his  career  as  a  staff  exec- 
'e  and  financial  expert,  not  a  banker 
h  line  functions.  Indeed,  Hamish 
well,  former  chainnan  of  Pliilip  Mor- 
Cos.  and  a  du'ector  of  Bankers,  says 
wrnan,  who  was  recruited  by  San- 
1,  was  originally  hii-ed  with  no  prom- 
of  anything  beyond  his  original  role. 


And  although  he  inspires  remarkable 
loyalty  among  subordinates,  foiTner  col- 
leagues— even  some  of  the  many  who 
admire  him — describe  Newman  as  re- 
served and  guarded.  Some  analysts 
question  whether  he  has  the  dynamism 
to  galvanize  the  troops  at  Bankers.  "I'm 
not  100%  convinced  he  has  the  skill  set 
to  run  a  wholesale  bank,"  one  says. 

On  the  othei"  hand,  Newman  has  suc- 
cessfully confronted  broad  strategic  is- 
sues. At  BofA,  he  was  known  chiefly 


helpful!"  Newman  thought  for  a  mo- 
ment and  replied:  "Tight-assed  I  ac- 
cept— unhelpful,  I  don't." 
NO  SALE.  Newman  will  head  a  bank 
whose  derivatives  business  has  lost  $170 
million  so  far  in  1995.  Procter  &  Gamble 
Co.  is  alleging  that  the  bank  violated 
anti-racketeeiing  laws.  And  many  clients 
ai'e  still  shying  away  from  doing  business 
with  the  bank.  Says  one  Asian  deriva- 
tives expert:  "If  you're  a  corporate  treas- 
lU'er  and  say  you>'  bank  is  Bankei-s  TiTist, 
you'll  be  laughed  out  of  the  room." 

Such  problems  may  have  gi'eased  the 
skids  for  Sanford's  retirement.  "I  think 
regulators  had  a  big  hand  in  Sanford's 
departure,"  announced  in  May,  says 
Thomas  H.  Hanley,  an  analyst  at  cs 
First  Boston.  Bankers  says  regulators 
were  not  involved.  But  what  helped 
drive  Newman's  elevation,  sources  say, 
was  the  disclosure  of  taped  conversa- 


FRANK  N.  NEWMAN 


President,  CEO-elect,  Bankers  Trust 
PREVIOUS  JOBS 

-Deputy  Treasury  Secretary  under 

President  Clinton 

-Chief  financial  officer,  Bank  of 

America 

-Chief  financial  officer,  Wells  Fargo 
EDUCATION 

Harvard  University,  BA  in  econom- 
ics, 1963 

ACCOMPLISHMENTS 

Helped  enact  bills  allowing  inter- 
state banking,  promoting  commu- 
nity development,  and  reforming 
bankruptcy  laws.  During  the  late 
1980s,  helped  turn  around  Bank  of 
America 


Some  say  his  mandate  may  be  to  straighten  up  Bankers, 
settle  litigation  with  Procter  &  Gamble,  and  sell  the  bank 


as  an  adroit  manager  of  the  bank's  cap- 
ital and  as  part  of  the  team  that  tumed 
the  bank  around.  Newanan  says  that  as 
CFO  "I  was  actively  involved  in  the  set- 
ting of  direction  for  a  range  of  busi- 
nesses— very  good  training  for  a  CEO." 

Newman  is  known  as  a  consensus 
builder  who  solicits  opinions  from  every- 
one ar'ound  him  on  decisions.  "I  do  like 
to  get  multiple  views,"  Newman  says. 
"But  I'm  not  reluctant  to  make  deci- 
sions and  hold  people  accountable."  He 
also  listens  to  criticism.  A  Tr'easmy  aide 
r'ecalls  a  heated  Capitol  Hill  meeting  on 
Washington's  fiscal  crisis,  when  Demo- 
CTatic  District  of  Columbia  delegate 
Eleanor  Holmes  Norton  er'upted  at 
Newman:  "You  ar-e  tight-assed  and  un- 


tions  among  Banker's  employees  regarxl- 
ing  misr'epr-esentations  to  clients.  Those 
conversations,  cited  in  p&g's  litigation 
with  Banker's,  wer'e  made  public  on  Oct. 
3,  less  than  thr-ee  weeks  before  New- 
man was  named  president.  Maxwell 
says  naming  Newman  took  place  when 
"we  felt  we  knew  enough"  and  knew 
NewTnan  better-. 

Some  say  Newman's  mandate  may 
be  to  clean  up  Banker's,  settle  with  p&g, 
and  sell  the  bank.  Newman  will  not 
comment  on  the  p&(;  case  and  says  he 
has  no  plan  to  sell  Banker's.  If  so,  he's 
facing  a  major  rebuilding.  And  integ- 
rity alone  won't  win  the  battle. 

By  Kelleij  Holland  in  New  York,  with 
bureau  repoHs 
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A  GRAIN  OF  ACTIVISM 

AT  ARCHER  DANIELS  MIDLAND 

Two  directors  may  shake  up  the  agribusiness  giant's  board 


It  was  corporate  governance,  Dwayne 
Andreas-style.  At  the  Oct.  19  annual 
meeting  of  Ai'cher  Daniels  Midland 
Co.,  the  agiibusiness  giant  under  inves- 
tigation for  price-ftxing.  Chairman  An- 
dreas shouted  down  shareholders  and 
ordered  the  audience  microphones 
turned  off.  To  a  pension  official  who 
yelled  out:  "This  is  telling  us  a  lot  about 
how  this  company  is  run,"  Andi'eas  shot 
back:  "This  meeting,  sir,  runs  according 
to  my  rales." 

Running  contrai"y  to  this  guy  could 
be  like  putting  your  head  in  a  lion's 
mouth.  But  two  adm  directors — mem- 
bers of  a  board  widely  derided  by 
shareholders  as  milquetoast — are  about 
to  risk  doing  just  that.  Ray  A.  Gold- 
berg and  0.  Glenn  Webb,  co-chaiiTnen  of 
adm's  new  corporate  governance  com- 
mittee, will  work  with  outside  consul- 
tants and  other  directors  to  examine 
the  board's  size,  director  qualifications, 
ethics,  compensation,  and  other  issues. 
Their  goal,  sources  close  to  directors 
say,  is  to  restructure  the  board.  "All 
things  have  to  be  addressed — and  they 
will  be,"  Goldberg  promises. 
"FULL  COOPERATION."  Anch'eas,  in  a  rai-e 
interview,  promises  to  give  the  coinmit- 
tee  free  rein.  "They  can  do  anything 
they  want,"  he  told  business  week. 
And  Webb  says  he  expects  Andreas  to 
"give  us  his  full  cooperation."  But  the 
77-yeai--okl  Andreas  also  defends  adm's 
17-mem!)er  board.  Is  it  too  big?  "Sev- 
enteen is  a  good  size,"  he  declares.  Part 
of  its  gi'owth  has  come  as  the  company 
has  kept  on  "very  valuable"  longtime 
directors,  he  says. 

Andreas  also  casts  doubt  on  the  alle- 


gations raising  investor  ire — 
the  charge  by  ex-ADM  execu 
five  and  whistle-blower  Mari: 
E.  Wliitacre  that  adm  is  in- 
volved in  global  price-fixiii<j 
for  some  of  its  products.  Ai, 
dreas  claims  it  would  be 
nearly  impossible  to  fix  the 
price  of  commodity  items 
such  as  lysine,  an  ingi'edient 
in  animal  feed.  If  prices  were 
artificially  inflated,  customers 
could  simply  switch  to  soy 
meal,  Ancb-eas  says.  Whitacre 
is  telling  "fauy  tales"  to  cov- 
er up  his  alleged  theft  of  $9 
million  from  adm,  Andreas 
says.  Whitacre  is  sticking  to 
his  charges. 

Some  investors  think  big 
changes  are  needed  to  re- 
store confidence  in  adm.  The 
board  needs  a  majority  of 
"traly  independent  dii'ectors," 
says  Richard  H.  Koppes, 
deputy  executive  officer  at  the  Califor- 
nia Public  Employees'  Retirement  Sys- 
tem (CalPERs).  "They  have  to  get  some 
people  off."  Investors  gripe  that  eight 
ADM  board  members  ai'e  over  70,  four 
are  members  of  the  Andreas  family,  and 
two  are  related  by  marriage. 

Many,  however,  doubt  that  Goldberg 
and  Webb  will  be  able  to  achieve  sig- 
nificant change  at  adm.  Both  have  long 
had  close  ties  to  the  company.  The  59- 
year-old  Webb  heads  Growmark  Inc.,  a 
$1.1  billion  farm  cooperative  partly 
owned  by  adm  since  1985.  Goldberg,  69, 
a  Harvard  professor,  is  a  longtime  An- 
dreas friend  who  has  presented  case 


CAN  GOLDBERG 
(ABOVE)  AND  WEBB 
BRING  CHANGE? 


MADDENING  CROWD:  Shareholders  a 
ADM's  annual  tneeting  in  October 

studies  on  adm.  And  adm  for  years  1 
ignored  critics  of  its  insider-dominat 
board:  It  earned  an  "F"  grade  fr 
CalPERS  earlier  this  year  after  fail: 
even  to  respond  to  its  governai 
queries. 

But  some  outsiders  think  the  t 
may  surprise  a  few  peop 
As  a  director  of  CoBank  A 
in  Denver,  Webb  is  helpi 
to  downsize  a  boaixl  that  w 
bloated  by  a  recent  merg 
And  Goldberg  has  led 
boards  of  Pioneer  Hi-Br 
International  Inc.  and  Vigc 
Corp.  m  compensation,  ethi 
and  environmental  issu 
"He's  not  a  screaming,  shoi 
ing  director,  but  he's  an 
tivist,"    says  Robert 
Fowler  Jr.,  chief  executive 
Vigoro.  Now  that  adm 
mired  in  scandal,  both  (  ;( 
berg  and  Webb  see  theii 
and  in  Goldberg's  case.  Ha 
var'd's — reputations  as  beii 
on  the  line.  "This  is  veiy  se 
sitive  to  me,"  Goldberg  saj 
"I  don't  want  to  be  a  lou 
role  model  to  my  students 
don't  want  to  do  anythi 
that  would  ever  diminish 
ethical  system  I  and  this  university  li 
by."  Goldberg  promises  to  resign  fro 
the  boai'd  if  "it  feels  hke  I'm  tilting 
windmills." 

The  governance  committee's  fii'st  rl 
port  is  due  within  three  months.  F(; 
his  part,  Goldberg  acknowledges  th; 
any  medicine  might  be  hard  for  adm  I 
swallow:  "For  companies  hke  this  th) 
gi'ew  up  as  family  fii-ms,  the  transitic 
is  difficult  when  you  need  to  satisl 
shareholders."  For  Dwayne  Andrea 
the  alternative  may  be  even  harshe 
criticism  fi'om  key  investors. 

By  Greg  Bums  in  Decatur,  III.  an 
Richard  A.  Melcher  in  Chicago 


tl 
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Uontyou  wish 

we  could  just  do  this  to  CFCs 


In  a  way  we  can— 
if  we  cool  our  buildings  with 
natural  gas. 

Natural  gas  absorption 
cooling  equipment  cools  with 
water,  rather  than  with  CFCs, 
which  deplete  the  ozone  layer 

It  also  has  fewer  moving 
parts  than  conventional  cooling 
systems,  which  means  mainte- 
nance costs  are  lower 

And,  because  it  costs 
much  less  to  operate,  it  cuts  the 
energy  costs  of  cooling— by 
up  to  50%. 

There's  another  big  benefit, 
too.  It  saves  electricity  during 
the  heat  of  the  summer,  when 
demand  is  at  its  highest. 

As  a  result,  we  can  help 
our  cities  avoid  brownouts. 
And  help  reduce  the  need  for 
power  plants.  Best  of  all,  we 
can  help  America  balance  the 
use  of  its  energy  resources. 

No  doubt  about  it,  natural 
gas  is  a  high-tech,  low-cost 
way  to  keep  cool  without 
CFCs. 

It's  a  cool  way  to  help  save 
our  ozone  layer,  too. 


L  M 

dean,  economical  natural  gas.  Think  what  we'll  save 


FOR  S  ALE,  Aston  Martin,  dk  grn,  buUetproof  glass,  ejector  seat,  rocket 
'  auncher;  stiletto  tyres,  champagne, xooier,  radar  screen,  laser  tracking 
v^-stem;  sidewinder  missies.  ^^^^^"^^^^^^'^^'^^^ ' 
Aston  MtdiTtm,  196 


See"GoldenEye"a 


News:  Analysis  &  Commentary 


BASKETBALL 


HOOP  DREAMS 
IN  A  HOCKEY  TOWN 

Why  success  will  be  such  a  stretch  for  the  Toronto  Raptors 


Poor  John.  Not  only  has  John  Bitove 
Jr.,  34,  wagered  a  sizable  chunk  of 
his  family's  food  and  beverage  for- 
tune on  a  pricey  NBA  expansion  team, 
but  also  he  has  rolled  his  dice  in  To- 
ronto, where  history  is  hardly  on  his 
side.  The  first  National  Basketball  Assn. 
game  ever,  in  1946,  featured  the  New 
York  Knickerbockers  against  the  Toron- 
to Huskies.  The  Huskies  lost  68-66.  One 
year  later,  the  team  folded  its  tent. 


Stanley  Cups  and  the  Blue  Jays  took 
the  World  Series  in  1992  and  1993.  If 
precedent  is  any  guide,  the  Raptors  will 
likely  lose  three-quarters  of  their  games 
over  the  first  few  seasons. 

So  how  do  you  sell  (probably  losing) 
basketball  to  Toronto?  For  starters,  Bi- 
tove has  tapped  an  NBA  legend,  Isiah 
Thomas,  also  34,  as  general  manager. 
Already,  he  is  the  Raptor's  primary 
marketing  tool:  An  appearance  on  The 


RAPTORS  RAP:  Will  Isiah  Thomas  pull 
them  i-H  ?  John  Bitove  thinks  so 

John  Jr  and  his  four  siblings  equally 
split  ownership  of  Bitove  Coip.'s  hold- 
ings, wliich  include  Toronto's  airpoit  and 
Skydome  concessions  and  all  seven  of 
Canada's  Hard  Rock  Cafes.  So  they 
aren't  hurting  for  cash.  Still,  launching 
the  Toi'onto  Raptors  will  cost  about  $^00 
million,  with  the  franchise  fee  alone  ran- 
ning  $125  million — more  than  three 
times  the  setup  cost  for  the  most  re- 
cent expansion  teams,  the  Orlando  Mag- 
ic and  Minnesota  Timbei-wolves  in  1989. 
Even  with  their  "bargain"  $37.5  million 
fee,  the  Timbei-wolves  have  been  a  disas- 
ter on  the  court  and  on  the  balance 
sheet,  a  cautionary  tale  about  pushing 
hoops  in  a  hockey  town. 

And  Toronto  isn't  just  a  hockey  and 
baseball  town — it's  a  town  used  to  wan- 
ning. The  Maple  Leafs  have  bagged  13 


Late  Shoiv  with  Dartd  Letter ntan  was 
one  of  his  first  tasks.  Despite  Thomas, 
luring  fans  won't  be  a  layup.  The  Rap- 
tors, like  the  other  new  team,  the  Van- 
couver Grizzlies,  filled  its  roster  from 
the  expansion  draft.  "You  get  all  the 
other  teams'  waste,  which  you  try  to 
tuiTi  into  gold,"  says  Thomas.  "Do  we 
have  chemistry?  Probably  not.  Model 
citizens?  Probably  not." 
WELL-CONNECTED.  If  Bitove  does  have 
an  ace  in  the  hole,  it's  business.  "Toronto 
is  a  huge  coi-porate  market,"  says  Rick 
Welts,  the  nba's  executive  vice-president. 
Many  top  U.  S.  corporations  have  theii' 
Canadian  offices  in  Toronto,  "with  whol- 
ly separate  ad  budgets  and  profit-and- 
loss  statements,"  Bitove  says.  "We're 
Canada's  entertainment,  media,  financial, 
and  automotive  capital — Detroit,  Los  An- 
geles, and  New  Yoi-k  all  in  one."  Of  104 
luxury  boxes  that  rent  for  up  to  $130,000 
a  year,  74  already  have  been  leased  for 


10  or  15  years  a  pop.  Also,  the  Rap 
have  lined  up  deals  with  Seai-s,  Bell  ( 
ada.  Shoppers  Ding  Mart,  Air  Can 
and  NBA  stalwarts  such  as  Nike. 
Ford  Motor  Co.  of  Canada  signed  a 
year,  $34  million  deal  with  the  Rapt 
Bitove's  do-it-yourself  business 
losophy  should  help,  too.  "The  day 
just  signing  your  players,  seUing  ev 
thing  for  a  rights  fee,  and  hoping 
sell  out  is  over  in  sports,"  says  the 
feine-charged  Bitove,  who  caught 
ketball  fever  as  an  undergi'ad  at  Ind 
University.  "To  not  take  the  team 
leverage  it  into  so  many  more  busii 
opportunities  is  a  mistake." 

So  instead  of  a  regular  tv  deal, 
Raptors  have  leased  135  hours  of 
time.  They  will  also  bear  the  cosi 
studio  production,  sell  the  ads- 
pocket  the  profit.  Instead  of  paying  r 
the  Raptors  intenc 
build  their  own  $ 
million  stadium, 
Air  Canada  Cen 
with  entirely  priv 
financing,  includ 
17,000  ticket  licens( 
one-time  fees  of  \x\ 
$8,000  that  give 
holders  the  right 
buy  (and  sell)  one 
son  ticket  every  yi 
As  his  own  landlc 
Bitove  hopes  to  m 
imize  his  family's 
cession-business  ex 
lience,  as  well  as  b 
summer  downtime. 

Bitove,  a  law; 
and  the  family's  c 
dealmaker,  strategic 
ly  selected  his  ps 
ners.  The  Bank  of  Nova  Scotia  ho 
10%  equity;  it  helps  with  ciuTency  he 
ing.  "That's  one  of  the  problems  bein^ 
Canadian  franchise — we  took  a  hit 
$6  milhon  to  $10  million  on  franch 
fees  alone  when  our  dollar  fell,"  Bit* 
says.  Another  shareholder  is  a  fom 
Ontario  premier,  David  Peterson.  Po 
ical  problems  have  already  cropped 
For  example,  the  Province  of  Onta 
balked  when  the  nba  insisted  that 
remove  basketball  from  its  lottery.  1 
government  relented  after  the  Rapb 
endowed  a  $4  million  charitable  foi 
dation  and  the  nba  kicked  in  $1  mill 
more  for  medical  research. 

Bitove  is  even  canny  enough  to  play 
Toronto's  diversity,  which  includes  a  si 
stantial  Italian  and  Croatian  populati 
On  the  team's  roster  is  an  import  fn 
the  Italian  league  and  a  seven-foot  Crc 
Maybe  not-so-poor  John  after  ; 
By  Michael  Goldstein  in  Toro) 


The  team 
has  leased 
its  own 
airtime  and 
intends 
to  build 
its  own 
stadium 
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WE'RE  MAKING  A  GROWING  FAMILY 

If  you  think  Bayer  only  means  aspirin,  you'll  be  surprised  to  know  how  much  more  we  bring  to  your  life. 
Chances  are,  Bayer  affects  you  in  dozens  of  ways  each  day,  with  a  wide  range  of  products  that  are  used  in 
such  things  as  home  insulation,  coatings  for  walls  and  tloors,  fabrics  and  even  CDs.  Our  vast  array  of  health  care 
products  help  doctors  diagnose  and  treat  ailments,  while  our  vitamins  help  keep  your  kids  growing  strong. 

OF  PRODUCTS  FOR  YOURS. 

Our  crop  protection  products  help  farmers  bring  an  abundance  of  food  to  your  table.  And  our  imaging 
technologies  make  one  hour  photos  possible.  In  all,  Bayer  makes  over  10,000  products  that  affect  your 
life  in  ways  large  and  small.  And  we're  investing  billions  in  research  and  development  every  year. 
Because  if  we  don't  keep  our  family  growing,  how  in  the  world  will  we  ever  keep  up  with  yours' 


In  Business  This  Week 


EDITED  BY  KEITH  H.  HAMMONDS 


ANHEUSER  STICKS 
WITH  SUDS  

THE   CLYDESDALES  WILL  BE 

pulling  a  lighter  load.  In  a  re- 
stincturing  that  will  remit  in 
write-offs  of  some  $300  mil- 
lion, Anheuser-Busch  said  on 
Oct.  25  that  it  will  shed  most 
of  its  nonbeer  operations.  Off 
go  the  money-losing  St.  Louis 
Cai'dinals  and  Eagle  Snacks, 
plus  Busch  Memoiial  Stadium. 
Plans  to  spin  off  its  Campbell 
Taggeil  baldng  unit  were  an- 
nounced eai'lier.  Anheuser  will 
stick  with  the  brutally  com- 
petitive beer  business,  where 
it  has  enjoyed  double-digit 
profit  gTowth  overseas  but  is 
eking  out  modest  eaiTiings  in- 
creases at  home.  "We  ai'e  fo- 
cusing on  what  we  know 
best,"  explains  Anheuser 
ChauTOan  August  Busch  III. 


CLOSING  BELL 


A  CLEAN  SWEEP 

A  safe  stock,  yes.  But  Procter 
&  Gamble  is  rarely  flashy. 
Since  September,  though, 
shares  have  jumped  20%. 
One  reason:  solid  profits.  On 
Oct.  25,  p&G  said  net  income 
was  up  13%,  to  $896  million. 
On  Nov.  1,  Chairman  John 
Pepper  will  meet  with  ana- 
lysts. Some  expect  word  on 
how  p&G  will  use  its  huge 
cash  flow.  Investors  looking 
for  a  huge  stock  buyback 
probably  will  be  let  down.  But 
"how  they  redeploy  that  is 
going  to  be  critical,"  says  Jay 
Freedman  at  p&g  holder  Lin- 
coln Capital  Management. 


PROCTER  CiflMBLE 

STOCK  IKICE 


JULY  7,  -95  OCT  25,  95 

DATA-  BLOOMBERG  FINANCIAL  MARKETS 


SUPERAUDITS 
BITE  THE  DUST 

THE  INTERNAL  REVENTIE  SER- 

vice's  fishing  expedition  has 
been  called  off.  The  tax  agen- 
cy annoimced  Oct.  23  that  the 
Taxpayer  Compliance  Meas- 
ui'ement  Pi'ogram — or  "audits 
from  hell" — would  be  post- 
poned indefinitely.  Under 
TCMP,  the  IRS  planned  to  sub- 
ject 153,000  individual  and 
business  taxpayers  to  inten- 
sive examinations,  recjuiring 
them  to  veiify  viitually  eveiy 
item  on  their  returns.  The 
supei-audits  wei'e  designed  to 
pinpoint  likely  areas  of  cheat- 
ing so  the  IRS  could  target  its 
regular  probes  more  effective- 
ly. But  the  prospect  of  aiTnies 
of  auditors  didn't  sit  well  with 
the  (TOP  Congress,  fueling  a 
dnve  to  cut  $400  million  fi-om 
the  iRs's  enforcement  budget. 


irS  SPLITSVILLE 
AT  MELVILLE 

AN  INVESTOR  FAVORITE  it's  NOT 

Melville,  its  shares  down  35% 
in  thi'ee  years,  has  become  a 
regular  tai'get  of  angiy  share- 
holdei-  groups.  On  Oct.  24,  the 
retailing  giant  fuially  opted  to 
appease  Wall  Street  by  tak- 
ing itself  apait  at  the  seams. 
Melville,  wliich  a  week  earlier 
said  it  would  sell  its  Mai'shalls 
chain  to  rival  T.TX,  will  split 
into  tlii'ee  sepai-ate  compaiTies. 
One,  headed  by  Melville  Chief 
Executive  Stanley  Goldstein, 
will  consist  of  its  cvs  and  Lin- 
ens 'n  Tilings  chains;  two  oth- 
ei-  spin-offs,  set  to  be  complete 
by  the  end  of  19%,  will  centei' 
around  its  Thorn  McAnn  shoe 
business  and  Kay-Bee  toy 
shops.  Investors  were  none 
too  impressed,  sending  Mel- 
ville shares  down  7%. 


SALOMON'S  LIPS 
ARE  RESEALED 

WHEN  WARREN  BUFFETT 
swept  into  troubled  Salomon 
Brothers  in  1991,  he  prom- 


HEADLINER:  JAMES  MCNERN 


A  RISING  GE  STAR  GAINS  WAHAGE 


You're  Jack  Welch,  and 
you're  not  leaving  the  cor- 
nel' office  at  General  Elec- 
tric until  2000,  damn  it. 
On  the  other  hand, 
there  was  that 
nasty  bypass 
surgery  last 
spring,  and  suc- 
cession specula- 
tion is  rampant. 

What  to  do? 
Nothing,  certainly, 
to  dampen  the  ru- 
mors. Instead,  on  Oct.  23, 
GE  announced  that  James 
McNerney  Jr.,  a  rising  star 
dispatched  in  1992  to  Hong 
Kong  to  jump-  start  ge's 
presence  in  Asia,  would  re- 
turn to  head  the  $3  billion 
lighting  unit.  He'll  replace 
John  Opie,  57,  who  will 
become  vice-chairman  and 
a  member  of  the  three- 


person  executive  office. 

It's  a  high-profile  assign- 
ment foi'  McNemey,  placirij 
him  squarely  in  the  top 
ranks  of  younger  ex 
CCS  favored  to  su< 
ceed  Welch,  59. 
Among  his  chie 
rivals:  Robert 
Nardelli,  head 
(Te's  Power  Sys 
terns  unit,  and 
Plastics  chief  Gai-j 
Rogers.  McNemey, 
46,  is  a  Hai^vard  mba  who 
has  run  three  smaller  GE 
businesses  and  done  time 
as  a  senior  executive  at  Gl 
Capital  Services.  At  Light 
ing,  he  will  oversee  a  re- 
vamped business  with  an 
overhauled  product  line 
that  has  seen  tremendous 
gi'owth  overseas. 

By  Tim  Sniw 


ised  to  be  open  with  share- 
holders. Soon  the  firm  began 
breaking  out  the  results  of  its 
two  very  different  operations: 
customer  trading  and  the 
more  volatile  pi'oprietary 
trading  for  the  house  accoimt. 
Well,  so  much  for  openness. 
Wlien  Buffett  announced  on 
Oct.  19  that  he  was  casliing 
out  part  of  his  stake  in  Salo- 
mon, the  investment  bank 
said  it  would  no  longer  be 
breaking  out  results  by  unit. 
The  obvious  explanation:  The 
fiiTn  wants  to  obscure  its  reli- 
ance on  proprietary  trading, 
which  accounted  for  92%  of 
Salomon  Bi'othei's'  pretax 
third-quarter  income. 


300  IS  BACK 
IN  THE  GAME 

IF  LIFE  WERE  A  VIDEO  GAME, 

3do  would  be  the  plucky 
hero,  constantly  averting  de- 
struction. On  Oct.  25,  the 
struggling  software  compa- 
ny won  another  lease  on  hfe. 


getting  a  $100  million  ca 
infusion  from  Japan's  Mat: 
shita  Electric  Industri 
Matsushita  will  get  an  exc 
sive  license  to  use  3D 
next-generation  game  tec 
nology,  called  M2,  in  cons 
mer  game  players,  inter; 
five  TV,  and  set-top  boxi 
3do,  which  had  just  $20  ir 
lion  in  cash  as  of  June  i 
gains  a  heap  of  credibili 
Says  Chairman  Trip  Ha 
kins:  "This  shows  the  whc 
world  we  make  some  gre 
technology." 

ETCETERA... 


•  R.iR  Nabisco  sold  6%  few 
cigarettes  in  the  third  qm 
ter  than  a  year  ago. 
a  Donaldson  Lufkin  Jenret 
went  public.  So  did  Guc 
whose  shares  gained  22%. 
^Quaker  Oats  Preside 
Philip  Marineau  resigne 
Was  Snapple  to  blame? 
Si  Netscape  scored  an  una 
pected  profit.  Its  sto( 
soared  26%  in  three  days. 
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7hether  yours  is  a  network  of 
seven  or  seventy,  a  Canon 
lor  Laser  Copier/Printer  is  the 
feet  color  solution  for  you.  That's 
:ause  our  color  systems  provide 
h-quality  output,  and  fast  network 
oughput. 

Canon  Color  Laser  Copier/Printers 
plug-and-play  compatible  and 
ily  connect  to  Macf  PC  and  Unix''' 

Mapkel  Stiare    environments. 

And  they 
work  within 
multivendor 
systems  too, 
automatically 


78% 
38% 
121% 
(14% 

The  Icuder  in  tulkwlof  tiipicr  unit  pi. 
'87.  Source:  Ddfji/Hi'sr  \i.ifi.h  1945 


sensing  and  switchmg  between 
operating  environments. 

So  now,  with  just  the  click  of 
your  mouse,  you  can  have  powerful 
Canon  color  at  your  command.  Our 
color  systems  offer  photographic 
quality  reproduction,  network  scan- 
ning, spooling,  color  management, 
overhead  transparencies  and  plain 
paper  convenience,  too.  Plus  they 
copy  on  a  wide  variety  of  materials 
including  card  stock.  All  at  a  low 
cost-per-print  and  at  a  speed  never 
before  thought  possible. 

So  call  i-800-OK-CANON. 
Because  whether  you  have  one 


computer,  two  computers,  three 
computers,  or  more.  Canon  has  the 
color  solution  for  you.  When  the  rest 
say  you  can't,  Canon  says  you  can. 


•ms  and  pntduct  names  may  be  trademarks  or  registered 
narks  nt  their  respective  nwners  and  are  hereby  acknowledned. 
iJ5C,innn  U.S.A.,  Inc. 


Canon 


Introduc 
Me 


Jlie  Membership  Rewards 
program  gwes  you  a  ivorld 
of  choices.  So... 

If  you  can't 
find  something  you 
like  here... 

Tunhcyltmd.'^'  -A 
FTD  Direct. 
Saks  Fifth  Avenue. 
Casivell-Massei/. 
Fileiie's  Bnsenieiit. 
One  Step  Ahead. 


Sioissair. 
Austrian  Airlines. 
Sabeim. 
EL  AL  Israel  Airhnes 
Aeroinexico. 
Mcxicana. 


Or  here. 


Hertz. 
Budget  Rent  a  Car. 
National  Car  Rental. 


Or  here. 


$50  GIFT 


CERTlFlCAlE 


Maybe  you'll  find 
it  here. 


Delta  Air  Liiies. 
LlSAir. 
Conttnental. 
Southwest  Airhnes. 


CompUSA. 
Nobodif  Beats  The  IVr. 
Toioer  Records. 
Waldoibooks. 
NordicTrack. 


Or  here. 


Marriott. 
ITT  Sherato)i. 
Hilton. 

Westin. 
Renaissance. 


Or  here. 


Tourneau. 
Beverly  Clark  Collection. 
Fortu}ioff. 

Tlie  Membership  Rewards 
program  turns  evenj  dollar 
you  spend  on  the 
American  Express®  Card 

into  rewards  that  you 
decide  how  to  use.  So  you 
can  go  where  you  want, 
get  what  you  like,  and  stay 
ivhere  you'd  prefer  to  stay. 
It's  up  to  you.  To  enroll,  call 
1-800-AXP-EARN. 


I  3112              "'1°°''  I 

Cards 


Mciiihcnhip  Rcwitnl-  pmxruiii  /wi/Hr/s  sii/i/fc/  to  cluiit^e  The  $25  annual  program  fee  will  be  waived  for  tlie  first  year.  Some  Corfwrate  Cards,  Optima^  Cards  and  Personal  Choice  Cards  may  not  be 
ehgihh-  for  enu'llmcnt  The  program  fee  for  some  Corporate  Cards  may  be  $50  and  terms  may  vary.  ©1995  American  Evprpss  Travel  Related  Services  Company,  Inc. 


Viashington  Outlook 


TED  BY  OWEN  ULLMANN 


OW  MEDICAID  REFORM 

OULD  BURN  THE  MIDDLE  GLASS 


kapitol  Hill  Republicans  are  about  to  do  something  experts 
.once  deemed  impossible:  end  a  middle-class  entitlement. 
'No,  not  Social  Security  or  college  loans,  but  a  big  chunk 
Medicaid,  the  health-care  program  originally  designed  for 
poor.  That's  quite  a  coup.  But  will  the  gop  still  be  cele- 
:ing  in  a  few  years? 

[ealth-care  experts  warn  that  one  consequence  of  the 
's  $182  billion  Medicaid  cut  over  seven  years  will  be 
v\ing  pressure  on  states  to  end  a  widely  used  middle- 
s  ploy:  jugghng  family  finances  to  get  Uncle  Sam  to  pick 
the  tab  for  parents  in  nursing  homes.  Medicaid  d^sts 
e  ballooned  as  more  affluent  families 

ways  to  tap  the  system.  Today,  52%  of 
5.  nursing-home  costs  are  covered  by 
licaid  at  an  average  of  $40,000  a  year 
patient.  Many  are  once-prosperous  sen- 

who  become  penniless  on  paper  by 
illy  transferring  their  assets  to  family 
nbers  or  to  tiaists.  Then,  when  the  old- 
's need  extended  nursing-home  care, 
licaid  often  foots  the  bill — as  long  as 
transfers  were  done  two  years  in  ad- 
ce,  depending  on  state  regulations. 
Y  CHOICE.  But  by  slashing  projected 
ading,  Washington  will  force  states  to 
Dse  between  allocating  scarce  funds  to  these  middle-class 
irly  and  theii'  families,  or  to  a  growing  population  of  poor 
dren,  pregnant  women,  and  truly  impoverished  seniors.  If 
;  sparks  a  middle-class  revolt,  the  biimt  could  be  borne  by 
new  crop  of  Republican  governors.  "There's  not  a  single 
ion  in  the  iniddle  class  who  can  pay  for  a  parent  in  a  niu-s- 
home,"  gi-ouses  Atlanta's  Democratic  Mayor  Bill  Campbell, 
is  is  absolutely  going  to  backfii-e." 

ndeed,  the  last  time  Congi-ess  tried  to  tackle  the  problem 
inancing  long-term  care,  plans  to  create  a  program  covei- 
the  cost  of  catastrophic  illness  were  scuttled  by  affluent 
iors  who  objected  to  higher  premiums.  This  time,  though. 


ELDER  CARE:  Minefield  for  the  GOP 


the  backlash  will  come  from  their  children  as  states  crack 
down  on  asset  transfers.  A  1993  General  Accounting  Office 
study  found  that  half  of  Medicaid  recipients  in  nm*sing  homes 
had  hidden  or  transferred  assets,  wdth  transfers  averaging 
$46,000.  And  Oregon,  in  a  single  year,  recovered  $7  million 
fi'om  the  estates  of  impoverished  Medicaid  nursing  home  pa- 
tients who  died  while  owning  a  home. 

So  far,  Oregon  is  the  exception.  Most  states  ai'e  reluctant  to 
aggressively  hunt  hidden  assets  from  nursing  home  resi- 
dents or  to  try  to  recover  costs  by  attaching  homes  of  dead 
Medicaid  patients.  But  federal  regulations  allow  states  to 
rule  nursing  home  patients  inehgible  for 
Medicaid  for  up  to  three  years  following 
bogus  asset  shifts.  So  with  states  sure  to 
get  less  cash  from  Washington  in  the  fu- 
tiu'e,  attitudes  ai"e  changing.  "We'll  be  look- 
ing under  every  rock  to  find  that  hidden 
money,"  promises  one  Midwestern  state 
official. 

COMING  CRUNCH.  States  also  are  likely  to 
push  more  innovative  programs  to  encour- 
age people  to  buy  private  long-term-care 
insm-ance,  which  can  cost  $1,800  to  $4,000 
annually  for  a  healthy  70-year-old.  Some 
states  allow  elders  who  have  piu'chased  a 
policy  and  then  exhausted  benefits  to  keep  theii'  assets  and  still 
receive  Medicaid  payments  for  futm-e  nursing  care.  The  gop 
would  also  make  such  insiu'ance  payments  tax-fi-ee  and  may  al- 
low the  tax-exempt  use  of  401(k)  plan  fimds  to  buy  insurance. 

But  the  most  creative  alternatives  may  be  overa'helmed  by 
the  coming  budget  cnmch.  Already,  Hill  Republicans  have  re- 
treated fi'om  plans  that  could  have  forced  spouses  of  nursing- 
home  residents  to  spend  more  of  their  savings  before  quaUfy- 
ing  for  Medicaid.  That's  a  preview  of  what  (;()?  governors  can 
expect  when  the  gi'eat  Medicaid  money  hunt  begins  in  ear- 
nest— and  the  middle  class  starts  to  howl. 

Btj  Paul  Magnnsso)!. 


CAPITAL  WRAPUP 


ftMES  LAWMAKERS  PLAY 

Politicians  are  bipartisan  when  it 
<mes  to  inventing  budget  gimmicks. 
1 1993,  President  Clinton  proposed  a 
eficit  Reduction  Ti'ust  Fund  to  con- 
nce  the  public  that  his  tax  increases 
ould  not  be  used  for  new  spending, 
ow,  Capitol  Hill  Republicans  prom- 
e  to  put  Medicare  savings  in  a  trust 
nd,  in  order  to  fend  off  charges  that 
ley're  trimming  seniors'  benefits  to 
lance  tax  cuts  for  the  rich.  In  truth, 
.ese  separate  funds  are  meaningless: 
11  tax  collections  go  into  a  single  pot 


without  being  earmarked  for  special 
purposes.  The  trust  funds  contain 
only  Ti'easury  lous. 

NEWT  GINGRICH,  C'MON  DOWN! 

►  Voters  are  so  cynical  that  only  13% 
believe  lawmakers  will  actually  bal- 
ance the  budget  by  2002,  according  to 
a  survey  released  Oct.  23  by  the  anti- 
deficit  Coalition  for  Change,  an  al- 
liance led  by  the  Business  Roundtable. 
And  39%'  of  respondents  say  TV's  Bob 
Barker,  host  of  The  Price  Is  Right, 
knows  the  value  of  a  dollar  better  than 
their  member  of  Congress. 


BIG  TALK,  LinLE  MONEY 

►  Ai'e  Hill  Republicans  just  paying  lip 
service  to  export  controls?  Some  of 
the  GOP's  staunchest  advocates  of 
curbing  high-tech  sales  abroad  are 
backing  legislation  that  would  force 
major  cuts  in  the  Commerce  Dept.'s 
export-policing  arm.  A  House  bill 
slashing  Commerce's  trade  programs 
by  25%  would  force  the  Bureau  of  Ex- 
port Administration  to  halve  its  1,600 
investigations  of  illicit  shipments  of 
goods,  such  as  computers  and  tele- 
communications gear. 
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You've  seen  performance  notebooks  with  this  fi 
Or  that  feature.  But  everything'  Well,  complete  only 
to  describe  the  Ascentia™  950N. 

First,  there's  the  120  MHz  InteP  Pentium  processor. 


AT  LAST,  ALL  YOUR  FAVORITE  NOTEBOOK  FEATURES 
HAVE  BEEN  BROUCHT  TOGETHER  UNDER  ONE  COVER. 


screen,  in  active-matrix  TFT.  You'll  see  56%  more  of  your 
document,  which  cuts  down  on  panning  and  scrolling.  In  other 
words,  you'll  get  the  complete  picture. 

Your  projects  will  sound  better,  too,  with  16'bit  Sound 
Blaster®  features  and  an  embedded  speaker  and  microphone. 
So  you  can  easily  take  a  track  off  that  new  CD  and  drop  in  a 
video  clip  for  impressive  multimedia  presentations. 

And  since  we  wouldn't  want  to  interrupt  the  flow  of  the 
next  great  American  novel  or  the  quarterly 
sales  report,  there's  a  long-lasting  Lithium 
Ion  battery.  Infrared  technology  for  wire- 
less printing  and  transferring  of  files? 
Got  that,  too. 

Even  the  3 -year  worldwide  warranty*  comes  with  round- 
the-clock  telephone  support  and  our  ExeCare*"  48-hour 
rapid  repair  service.** 


THE  COMPLETE  PENTIUM  NOTEBOOK 


Vroceaor: 

120,  90  or  75  MHz  Pentium, 
256  KB  Level  2  Cache 

RAM.- 

8  MB  expandable 
ro  40  MB 

"Screen : 

11.8"  (Diagonal) 
Super  VGA  800  x  600 
TFT  or  10.4"  (Diagonal) 
VGA  TFT 


Multimedia: 

Sound  Blaster  16-bit 

sound  system 

Hard  Drives  : 
500  MB,  800  MB 
or  1.2  GB 

Battery: 

Lithium  Ion,  for  up 
to  6  hours 

Weight; 
6.2  pounds 


For  more  information  on  the  Ascentia  950N's  abundant 
features  and  a  reseller  near  you,  call  800-876-4AST.  We  can 
even  fax  hack  the  information.  Yes,  we've  thought  of  everything. 


CO 


©  1995  AST  Research.  Inc.  AST  is  a  re^siered  crademark  of  AST  Research,  Inc.  AST  Computer,  the  AST 
logo  and  Ascentia  are  trademarks  of  AST  Research.  Inc.  ExeCare  is  a  service  mark  of  AST  Re-seurc/i.  Inc. 
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International  Business 


CHINA 


HOW  GM  GOT 

THE  INSIDE  TRACK  IN  CHINA 

A  relentless  push  and 
clever  strategy  seem  to 
have  won  the  auto  maker 
a  huge  joint  venture 


F(.)r  Cliinese  ofScials,  a  visit  to  Brazil 
last  year  was  like  a  trip  into  the 
futiu'e.  A  high-level  delegation  fi-om 
Shanghai  Automotive  Industry 
Coip.  got  a  gi-and  torn-  of  General  Motore 
Corp.'s  Brazilian  operations.  Brazil  has 
been  transfonned  into  a  key  outpost  in 
gm's  global  network,  linked  by  computer 
to  the  company's  worldwide  automotive 
and  technology  businesses  so  that  cars 
and  factories  can  be  designed  in  concert 
with  GM  technical  centers  around  the 
world.  "We  told  them,  'This  is  what 
Shanghai  could  become,' "  recalls  GM 
Chief  Executive  John  F.  Smith  Jr. 

That  field  ti'ip  may  have  been  the 
tmiiing  point  for  GM  in  its  pitched  battle 
with  Ford  Motor  Co.  to  win  a  $1  billion 
Shanghai  luxury  car  and  minivan  proj- 
ect. Smith  won't  confii-m  the  win,  but 
Wall  Street  sources  say  Chinese  offi- 
cials are  telling  gm  and  Ford  that 
GM  has  received  the  nod  for  , 
the  project,  which  aims  to 
pi'oduce  ."iOO.OOO  midsize  cars 
and  minivans  annually.  A  40- 
person  Chinese  automotive 
delegation  arrived  in  De- 
troit in  late  October  and  is 
expected  to  announce  its  se- 
lection the  week  of  Oct.  30. 
The  joint  venture  would  vault 
GM  into  first  place  among  the 
U.S.  auto  makers  skirmishing 
to  stake  claims  in  China. 

GM  is  cautious  about  declar- 
ing victory,  and  Foi'd  hasn't 
conceded  defeat.  Both  know  deals  can 
fall  apart  in  China.  Chrysler  Corp., 
which  builds  about  60,000  Jeejjs  annual- 
ly in  Beijing,  once  thought  it  would  get 
a  coveted  minivan  deal  in  China,  but  it 
fizzled  at  the  last  minute.  In  July,  Mer- 
cedes-Benz got  it  instead.  "Nothing  is 
certain  in  Cliina,"  says  one  Deti'oit  exec- 
utive. Chinese  officials  deny  they  have 
made  a  decision,  and  politics  may  have 


played  a  role — word  emerged  just  as 
President  Clinton  was  meeting  Chinese 
President  Jiang  Zemin  in  New  York. 

But  a  GM  win  would  cap  a  two-yeai- 
overhaul  of  its  Chinese  strategy.  The 
company's  vast  parts-making  operation, 
Delphi  Automotive  Systems,  made  its 
fii'st  cautious  explorations  into  the  Chi- 
nese mai'ket  in  1993.  A  year  earlier,  gm 
set  up  a  joint  ventiu'e  to  produce  pickuj  i 
trucks,  but  felt  that  auto-assembly  proj- 
ects were  too  uncertain. 
BOLD  GOAL  However,  since  Smith  visited 
China  in  mid-1994,  the  auto  maker  has 
accelerated  its  approach  to  a  mai'ket  that 
could  eclipse  the  U.  S.  by  early  next  cen- 
tury. Urged  on  by  his  activist  board, 
Smith  set  a  bold  goal  to  make  gm  the 
No.  1  or  No.  2  foreign  auto  maker  in  Chi- 
na. "To  maintain  oiu-  statiu-e  in  the  world- 
wide auto  industiy,  oiu-  to})  management 
and  the  board  realized  a  major  presence 
in  China  was  a  necessity,"  says  Tom  Mc- 
Daniel,  former  vice-president  of  Gm's 


STAID:  The  Biiick 
Regal  appeals  to 
Chinese  tastes 


Asian  and  Pacific  operations. 

To  run  its  China  opera- 
tions.  Smith  dispatched  Ru- 
dolph A.  Sehlais  Jr.,  formerly  head  of 
Delphi's  Packard  Electric  Div.  Sehlais 
earned  his  stripes  by  negotiating  three 
Chinese  joint  ventm"es  for  Packard.  His 
marching  orders  from  Smith:  Win  the 
Shanghai  project.  "My  job  is  to  change 
our  role  in  China  into  a  major  pres- 
ence," Sehlais  said  earlier  this  year. 

gm's  strategy  was  to  bill  itself  as  a 
one-stop  shopping  center  for  technology. 


Beyond  its  car  design  and  building 
bilities,  the  company  offered  tin 
tronics  knowhow  of  Hughes  Elec  t 
Corp.  and  the  computer  technoli 
its  Electronic  Data  Systems  unit, 
lar  approaches  had  worked  for  n 
including  at&t.  Motorola,  and  nm 
cently  Daimler  Benz,  with  its  $1  1 
southern  China  minivan  project.  " 
probably  the  only  company  in  the 
motive  world  with  the  resouic 
work  vdth  China  on  an  across-the- 
basis,"  says  Sehlais. 


Sill 
li- 
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The  approach  appealed  to  the  technol- 
/-hungry  Chinese,  who  insist  that  for- 
;n  auto  makers  share  some  of  their 
licle-development  secrets  to  win  proj- 
;s.  Chrysler  lost  the  southern  China 
)ject  when  it  balked  at  licensing  pro- 
ction  of  its  minivan  components, 
^e're  very  protective  of  our  technolo- 
"  says  one  Chrysler  official. 
But  GM  figures  it  has  more  to  gain 
tn  to  lose  by  sharing.  To  that  end,  it 
;  established  two  GM-China  Teclinology 


expertise,  linked  to  design  centers  in  the 
U.  S.,  Brazil,  Europe,  and  Japan.  "You'll 
be  seeing  all  these  pieces  coming  to  the 
forefront,"  Schlais  promises. 

GM  also  appears  to  have  taken  the 
Shanghai  prize  for  pragmatic  reasons. 
It  offered  Shanghai  Automotive  the 
staid  Buick  Regal  and  its  international- 
ly  designed  1997 

minivan.        Ford,   GIANT  MARKET:  Smith 
meanwhile,  offered  focused  on  China — and 
the     conservative   swung  the  Shanghai  deal 


Shanghai  connection  won't  put  an  end  to 
its  prospects  in  the  market  of  1.2  billion. 
"There  will  be  many  more  deals  in  the 
future,"  says  Ford  Chairman  Alex  J. 
Ti'otman.  "This  is  one  step  in  a  very 
long,  unfolding  journey  in  China." 

Not  all  is  going  well  for  GM  in  China. 
Just  as  its  joint  ventiu'e  factory  in  north- 
eastern China  was  about  to 
crank  out  pickup  trucks  last 
spi-ing,  gm's  paitner,  Jinbei  Au- 
t(jmotive  Co.,  was  acquired  by 


GM  S  CHINA  PRESENCE 

•  Front-runner  in  $1  billion  venture  with  Shanghai 
Automotive  to  assemble  midsize  cars  and  minivans 

•  Renegotiating  a  $30  million  joint  venture  with  First 
Auto  Works  to  build  pickup  trucks 

•  A  dozen  ventures  by  its  Delphi  Automotive  Systems 
unit  to  make  car  parts 

•  Investing  $40  million  in  five  technology  institutes  to 
teach  design  of  car  parts,  engines,  and  transmissions 


stitutes  to  teach  Chmese  college  gi'ad- 
tes  to  design  car  parts,  engines,  and 
uismissions.  At  least  thi-ee  more  ai-e  on 
e  way,  at  a  total  cost  of  $40  million. 
)ide  from  Brazil,  gm  has  brought  Chi- 
se  engineers  to  Detroit  to  teach  them 
mputei-aided  design  and  other  aspects 
vehicle  development.  "The  Chinese 
e  going  to  get  the  technology  some- 
lere,"  says  David  Cole,  a  University  of 
ichigan  auto  consultant.  "It  might  as 
ill  be  you  rather  than  yoiu"  competitor." 
GM  officials  hope  that  someday  China 
U  become  a  linchpin  in  Asia,  with  the 
gion  as  a  global  som-ce  of  auto  parts, 
A?-cost  vehicles,  and  even  engineering 


Clunese  a  \er^i()n  of  its  jazzy  new  Taiu'- 
us  and  its  big  Windstar  minivan.  The 
Chinese  reckoned  those  models  were 
not  as  well  suited  to  their  needs. 
CRUSHING  BLOW.  For  Ford,  the  only 
Detroit  auto  makei-  without  a  high-pro- 
file vehicle-producing  venture  in  China, 
the  loss  would  be  a  crushing  blow.  Ford 
made  a  big  push  into  China  this  yeai-  by 
establishing  a  $40  million  joint  venture 
with  Jiangling  Motors,  which  followed  a 
.$200  million  investment  in  four  parts 
plants.  The  paits  operations  with  Shang- 
hai Automotive  gave  Ford  hope  that  it 
could  overtake  gm  in  the  race  for  the 
big  joint  venture.  Ford  says  losing  the 
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First  Auto  Works  of  Changchun,  and 
the  new  owner  wanted  to  renegotiate. 
That  put  everything  on  hold.  Schlais 
now  optimistically  predicts  that  the  Jin- 
bei deal  is  at  "a  turning  point." 

For  now,  GM  feels  that  prospects  are 
much  better  with  Shanghai  Automotive. 
By  impressing  the  Chinese  with  its  glo- 
bal operations — and  anteing  up  its  pro- 
prietary technology — c;m  has  the  chance 
to  become  an  influential  new  homestead- 
er in  China's  automotive  frontier. 

By  Keith  Naughton  in  Detroit  and 
Pete  Engardio  in  Hong  Kong,  with 
Katie  Kerwin  in  Tokyo  and  Dexter 
RoheHs  in  Beijing 


GM's  gambit  was  to  bill  itself  as  a  one-stop  shopping 
center  for  design,  electronics,  and  computer  technology 
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International  Business 


EUROPE 


THE  NEEDLE 

IS  EDGING  TOWARD  EMPH' 

Recession  and  currency  turmoil  are  stalking  Europe  again 


You  would  think  Luc  Williame  would 
be  beaming.  After  all,  the  chief  ex- 
ecutive of  Belgian  glassmaker  Gla- 
verbel  saw  profits  jump  60%  as  Ms  sales 
to  the  construction  and  auto  industries 
increased  8%  in  the  first  half  of  the 
year  But  that  was  then.  Since  August, 
sales  and  orders  have  been  declining. 
Says  Wilhame:  "We've  lost  the  momen- 
tum from  recovei-y  that  began  at  the 
end  of  last  year.  We  feel  a  general  pes- 
simism from  all  our  customers." 

That  pessimism  is  spi'eading  across 
Europe,  and  it  will  hurt  not  only  Euro- 
pean corporations  looking  for  higher 


profits  but  also  politicians  desperate  for 
more  tax  revenue  and  unemployed 
worker's  longing  for  jobs.  Unless  govern- 
ments can  find  a  way  to  lift  the  mood  of 
consumers  and  investors,  Europe's  joy- 
less recovery  could  begin  to  slide  to- 
ward a  dangerous  recession. 

There  are  plenty  of  factors  behind 
Europe's  growing  malaise.  Most  impor- 
tant is  the  ciuTency  tm-moil.  Once  just  a 
symptom  of  Eiu'ope's  structural  prob- 
lems, it  is  now  the  cause  of  them.  Soft- 
currency  countries  such  as  Sweden  face 
weakening  demand,  while  hard-cmTency 
coimtries  such  as  Gennany  ai'e  suffering 


EUROPE'S  SLOWDOWN: 
THE  POLITlOftL  FALLOUT 


Governments  that  hoped  economic  growth 
would  solve  their  budget  problems  now 
face  a  perilous  pinch 


BRITAIN  Slowing  growth  should  worsen  the  budget  deficit  by  a  third.  Yet  if 
the  Tories  forgo  promised  tax  cuts,  they  could  alienate  voters  in  the  national 
elections. 

FRANCE  Approval  ratings  for  the  Chirac  government  are  below  30%,  as 
high  interest  rates  support  the  franc  but  smother  consumer  spending.  A 
fierce  budget  battle  is  driving  investors  away. 

GERMANY  Faltering  recovery  means  tax  revenues  will  be  $39  billion  less 
than  estimated  through  1996.  Tax  cuts  look  unlikely. 

ITALY  Exports  are  still  strong,  but  national  debt  exceeds  100%  of  GDP, 
and  political  gridlock  will  block  serious  budget  reductions. 
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sharp  declines  in  export  competi 
ness.  Meanwhile,  investors  dubious 
countries  with  weaker  currencies 
keep  up  with  Geirnan-style  mone 
discipline  have  pushed  real  inte 
rates  up  as  much  as  two  percent 
points  higher  than  in  the  U.  S.  T 
rates  are  stifling  domestic  consump 
and  business  activity. 

It's  a  vicious  cycle  that's  kil 
growth.  A  weak  auto  mai'ket  resulte 
a  $320  million  third-quarter  loss 
Ford  Motor  Co. — far  v/orse  than 
pected — in  its  European  operati 
Lower-than-expected  earnings  spai 
sharp  sell-offs  in  mai'ket  highfliers 
as  Finnish  mobile-phone  maker  N 
and  German  softwai'e  star  sap.  On 
24,  Daimler  Benz  Aerospace,  which 
cut  13,500  jobs  since  1993,  annoui 
plans  to  cut  5,000  more. 
YAWNING  GAPS.  The  economic  squees 
a  disaster  for  Europe's  politicians, 
er  profits  and  falling  employment 
producing  yawning  gaps  between 
taxes  governments  are  taking  in 
heavy  state  spending.  In  late  Octo 
Bonn  boosted  its  estimates  of  reve 
shortfalls  for  this  year  and  the  next 
40%,  to  $39  billion.  France's  $8  bil 
revenue  shortfall  tliis  year  will  only 
en  next  year  as  gi'owth  slows. 

Such  shortfalls  will  increase  the  p 
siu-e  to  cut  budgets  fiuther.  Yet  pusl 
through  cuts  is  often  an  unpalatg 
choice.  Recently  announced  austei 
progi'ams  are  prompting  calls  for  pul 
sector  strikes  in  Italy  and  France 
coming  weeks.  A  nationwide  strike 
ready  hit  France  on  Oct.  10.  Slump 
revenues  in  GeiTnany,  France,  and  B 
ain  will  likely  force  leaders  to  br^ 
promises  of  tax  cuts.  Instead,  govt 
ments  are  hustling  through  tax  incn 
es.  "Basically,  consumers  and  invest 
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e  given  up  trusting  their  leaders," 
5  Peter  Praet,  chief  economist  at 
turn's  Generale  de  Banque. 
lowhere  is  the  collision  beween  pol- 
5  and  economics  graver  than  in 
nee.  The  government  of  President 
jues  Chirac  has  strong  parliamen- 
•  and  T'egional  backing,  yet  after  just 
months  in  power,  its  indecision  and 
^sliding  over  budget  management 
9  left  French  consumers  and  inves- 

paralyzed  with  uncertainty.  Busi- 
;  confidence  has  recently  plunged  to 
•recovery  levels.  Just  30%  of  voters 
■  say  they  approve  of  Chii-ac  and  Ws 
ne  Minister,  Alain  Juppe. 
ERTAIN  FATE.  The  Continent's  bank- 
ai'e  nervously  eyeing  the  ura'avehng 
ach  political  and  economic  scene.  Says 
IS  J.  Baer,  chainnan  of  Bank  Julius 
r  Co.:  "Em-ope  has  one  big  problem: 
nee."  If  France  cannot  cut  its  deficit 
jgh  to  join  a  planned  Em-opean  mon- 
y  union  planned  for  1999,  this  cher- 
d  policy  goal  will  collapse,  with  incal- 
ble  effects  on  Eiu"ope's  economy  and 
Franco-German  alliance. 
;aly's  political  problems  could  eventu- 
overshadow  France's.  Tax  revenue 
:  the  issue.  Receipts  have  soared 

year  by  10%,  thanks  to  continuing 
ng  export  performance  due  to  the 
k  lira.  But  Italy's  constitutional  cri- 
and  the  uncertain  fate  of  central 
ker  turned  Prime  Minister,  Lamber- 
)ini,  have  held  budget  policy  hos- 
!.  The  gridlock  and  the  15%  drop  in 
Milan  Bom'se  since  September  could 
laten  the  November  privatization  of 
e-owned  energy  giant  eni. 
i  this  year's  economic  harvest  in  Eu- 
}  looks  to  be  a  bitter  one,  political 
ers  have  only  themselves  to  blame. 
;r  the  worst  recession  in  decades,  EU 
ers  gambled  that  the  recoveiy  would 
•obust  enough  to  solve  their  econom- 
^oes.  So  even  though  many  govern- 
its  recently  came  to  power  with  man- 
3S  to  cut  deficits,  no  one  made  a 
;rmined  drive  to  cut  spending, 
et  the  current  cycle  hasn't  bailed 

any  regime.  The  tax  hikes  most 
emments  pushed  thi'ough  have  kept 
opeans  out  of  shops  and  showrooms. 
I  the  Maastricht  'R-eaty,  which  pohcy 
:ers  hoped  would  vault  Europe  into 

monetary  big  leagues,  is  pressur- 
them  into  deflationary  fiscal  policies 

when  economies  need  more  breath- 
room.  Says  Felix  W.  Zulauf,  head  of 
tzerland's  Zulauf  Asset  Management: 
ross  Europe,  authorities  are  impris- 
i  by  the  idea  of  getting  imited."  The 
'  Europe's  recovery  is  going  now 
lals  that  the  pursuit  of  union  may 
1  instead  to  a  bnaising  recession. 
'<y  Bill  Javetski  in  Paris,  with  Wil- 
1  Glasgall  in  Zurich,  Linda  Bernier 
3russels,  and  bureau  repoHs 


FOREIGN  POLICY 


BILL  CLINTON, 

FOREIGN  POLICY  PRESIDENT 

But  will  his  recent  round  of  successes  prove  ephemeral? 


ROSY  VIEW:  A  feel-good  nieeting  with  Yeltsin  glossed  over  the  tough  issues 


Bill  Clinton's  whirlwind  schedule  in 
New  York  signaled  his  unlikely 
transformation  into  a  foreign  policy 
President.  On  Oct.  22,  the  domestic  pol- 
icy maven  addressed  more  than  140 
world  leaders  to  celebrate  the  U.  N.'s 
50th  anniversary.  Then  came  an  upbeat 
round  of  tete-a-tetes  with  heads  of  state, 
fi'om  Russia's  Boris  Yeltsin  and  CMna's 
Jiang  Zemin  to  Etliiopia's  Meles  Zenawi 
and  Slovenia's  Janez  Drnovsek. 

The  gabfest  comes  on  the  heels  of  a 
string  of  successes:  the  Sept.  28  Middle 
East  peace  pact,  the  Oct.  5  cease-fh-e 


CLINTON  HAS  SCORED  SOME  POLICY  WINS... 

•  Brokered  Middle  East  peace  pact 

•  Achieved  progress  toward  Bosnian  cease-fire 

•  Reduced  tensions  with  China,  Japan 

•  Helped  stabilize  Mexico's  financial  system 

...BUT  FACES  CHALLENGES 

•  Should  NATO  be  expanded  despite  Russian  objections? 

•  Will  rival  armies  derail  Bosnian  peace? 

•  Should  China  be  admitted  to  World  Trade  Organization? 

•  Will  Quebec  independence  spark  a  Canadian  breakup? 
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in  Bosnia,  and  reduced  tensions  with 
Cliina.  After  yeai's  of  foreign  policy  fum- 
bling, the  winning  streak  has  boosted 
the  President's  team.  "Their  general 
performance  has  enhanced  the  Admin- 
istration's reputation,"  says  one  Europe- 
an diplomat. 

But  ai'e  the  triumphs  ephemeral?  The 
same  people  who  stumbled  earlier — Sec- 
retaiy  of  State  Warren  M.  Christopher 
and  National  Security  Adviser  Anthony 
Lake — remain  in  charge.  The  White 
House  has  no  global  fi'amework  for  deci- 
sion-making. And  earlier  Administra- 
iwiMiiMMMiMHMMMMM  tlous  pavcd  the  way 
for  Clinton  successes 
on  the  Middle  East, 
the  North  American 
Free  Ti'ade  Agree- 
ment, and  a  world 
trade  accoi-d.  "Where 
the  structure  and 
framework  were  set, 
the  Administration 
hasn't  done  badly," 
sniffs  Robert  "b. 
Zoellick,  a  former 
GOP  State  Dept. 
strategist. 

The  Administra- 
tion concedes  that  its 
global  gambits  don't 
stem  from  a  grand 


International  Business 


strategy.  Decisions  these  days  have  to 
be  made  without  "the  kind  of  frame- 
work the  bipolar  cold-war  world  pro- 
vided for  so  many  years,"  CHnton  said 
in  an  Oct.  6  speech.  He  called  instead 
foi'  a  policy  "based  on  trial  and  en'or 
and  persistent  experimentation." 

Sometimes  that  sti-ategy  means  side- 
stepping real  problems.  There  were 
smiles  and  embraces  galore  when  Clin- 
ton gi-eeted  Yeltsin  amid  the  autumn 
pastels  at  Franklin  D.  Roosevelt's  ele- 
gant summer  White  House  in  Hyde 
Park,  N.Y.  But  the  Oct.  23  feel-good 
meeting  glossed  over  one  of  the  most 
contentious  and  critical  issues:  whether 
NATO  should  be  expanded  to  include  for- 
mer Soviet  satellites  such  as  Poland. 

To  its  credit,  the  White  House  does 
appear  to  be  trying  to  exercise  real 
leadership  on  the  world  stage — beyond 
just  posturing  to  domestic  constituen- 
cies. Like  many  Presidents,  Clinton  is 
finding  that  he  has  largely  unfettered 
clout  in  world  affau's — a  wek-ome  respite 
from  the  domestic  agenda  the  Republi- 
cans now  dominate. 

It  was  the  Bosnia  breaktlirough  that 
made  it  clear  the  Clintonites  are  deter- 
mined to  play  a  leadership  role — and 
are  ready  to  do  so  by  sending  troops  to 
follow  through  on  peace  negotiations. 
"It  would  be  ignoble  to  walk  away,"  de- 
clares a  senior  Administration  official. 
NO  PAYOFF.  To  stay  on  a  winning  path, 
the  Administration  will  need  a  stiff 
spine  in  the  months  ahead.  It  is  de- 
manding that  China  commit  to  more 
market-opening  concessions  before  join- 
ing the  World  Trade  Organization.  The 
U.  S.  is  pushing  ahead  with  nato  ex- 
pansion despite  Moscow's  strenuous  op- 
position. And  hotheads  could  derail  the 
peace  pi'ocesses  in  the  Mideast  and  Bos- 
nia. Putting  troops  in  harm's  way  is  "a 
vei-y  serious  political  risk,"  frets  Demo- 
cratic consultant  Mark  S.  Mellman. 

Strangely  enough,  even  if  the  Ad- 
ministration handles  all  these  issues 
deftly,  there  may  be  little  political  pay- 
off at  home.  A  late-October  USA  To- 
da(//CNN/Gallup  poll  shows  that  despite 
the  favorable  foreign  policy  headlines, 
Clinton's  approval  rating,  at  49%-,  is  still 
below  his  51%  approval  in  May. 

Republican  and  Democratic  jxjllsters 
say  foreign  ixjlicy  can  be  a  big  nega- 
tive for  Clinton  if  he  looks  feckless,  but 
it  can  never  be  a  big  plus  because  vot- 
ers have  tuned  out  forei,gn  policy.  If  the 
Administration  handles  coming  challeng- 
es adroitly,  howevei;  it  just  might  be 
able  to  remove  doubts  that  Clinton,  af- 
ter long  being  at  sea,  has  finally  found 
his  foreign  policy  legs. 

By  Stan  Crock  in  Hijde  Park,  N.  Y. 


COMMENTARY 


By  Brian  Bremner 


WHY  THE  DAIWA  SCANDAL 
IS  JUST  A  BLIP 


The  headlines  scream  about  U.  S. 
help  for  Japan's  ailing  banks 
while  congressional  leaders  sum- 
mon witnesses  on  the  Japanese 
coverup  of  a  Daiwa  Bank  Ltd.  bond- 
trading  scandal  in  New  York. 

A  Japanese  meltdown?  Major 
strains  between  the  two  govern- 
ments? Hardly.  What's  really  emerg- 
ing is  mounting  evidence  of  a  much 
deeper  two-way  flow  of  financial  bene- 
fits that's  tying  Washington  and  To- 
kyo togethei"  as  never  before. 

This  financial  compact  began  taking 


f  V  / 

shape  this  summer.  After  blithely 
watching  the  dollar  sink  to  extract 
trade  concessions  from  Tokyo,  Wash- 
ington changed  course  as  the  Fedei'al 
Reserve  and  Bank  of  Japan  reined  in 
a  super  yen  that  had  thi'eatened  to 
push  Japan  into  recession.  The  yen 
snapped  out  of  trading  in  the  80 
I'ange  and  has  achieved  a  remai'kably 
stable  value  of  about  100  to  the  dollai-. 
PRIORITIES.  Washington's  swerve  fi'om 
confrontation  to  conciliation  stemmed 
partly  ft'om  genuine  woiries  about 
Japan's  banking  system.  The  banks 
are,  aftei-  all,  gi'appling  with  an  esti- 
mated $800  billion  in  problem  loans. 
But  the  new  tone  also  owes  much  to 
the  shifting  priorities  of  CUnton  Ad- 
ministration strategists  facing  an  elec- 
tion in  1996  and  the  still  considerable 
clout  of  Japanese  investors,  who  col- 
lectively hold  roughly  $220  billion  in 
Treasuiy  bonds.  During  1994,  Japa- 
nese investors  snapped  up  $43.2  bil- 


lion worth  of  U.  S.  notes  and  bonds. 

These  are  ties  that  bind.  Having 
lived  beyond  its  means  for  years,  th« 
U.  S.  relies  on  Japan  to  recycle  sur- 
plus yen  into  Treasuries  to  cover 
budget  shortfalls  and  ti'ade  deficits. 
Should  Japan  pull  out,  U.  S.  interest 
rates  w^ould  soar.  "We  don't  want  to 
see  that — nor  does  Washington,"  say 
a  source  in  the  inteiTiational  finance 
bureau  of  Japan's  Ministry  of  Financ 
One  reason  it  isn't  hkely  to  happei 
is  a  little  noticed  but  important  step 
MOF  took  in  August.  The  ministry 

gave  Japanese  life  insuj 
ers  more  freedom  to  re 
cycle  $1.8  trillion  in  as- 
sets into  foreign- 
denominated  bonds.  Th 
results  were  mutually 
beneficial.  Japanese  in- 
vestors won  access  to 
U.  S.  yields,  which  are 
higher  than  intei'est 
rates  offered  at  home; 
Americans  in  tiuTi  are 
enjoying  a  sharji  capital 

interest  rates  have 
plunged  to  their-  lowest 
level  since  eai'ly  1994. 
Meanwhile,  the  yen's 
new  value  should  help  nnprove  earn- 
ings, as  reflected  in  the  24%  advance 
in  the  Nikkei  225  fi'om  this  year's  lov 
A  $140  billion  economic-stimulus  plan 
could  help  Uft  the  economy  out  of  its 
foui-year  stagnation.  Tliat  might  give 
MOF  enough  leeway  to  take  a  broom 
to  Japan's  banking  system. 

All  of  which  explains  why  Washing 
ton  is  helping  itself  as  much  as  it's 
helping  Japan.  And  why  the  Daiwa 
incident  is  just  a  blip.  Tokyo  and 
Washington  are  engaged  in  mutual 
back-scr-atching  on  a  massive  scale. 
It's  not  clear  whether  the  two  quietly 
negotiated  the  airangement  or  wheth 
ei-  it  happened  because  both  sides 
needed  something  from  the  other. 
However  it  oecuiTed,  the  deeper  fi- 
nancial relationship  will  prove  more 
enduring  than  today's  headlines. 

Bremner  is  BUSINESS  week's  Tokyt 
bureau  chief. 


I 


IMinVAL  FUNDS 


ONESOURCE 


FROM  SCHWAB 


Welcome  to 
the  second  revolution. 


Twenty  years  ago, 
Charles  Schwab 
changed  the  way 
investors  traded  stocks. 

Now  Schwab's  Mutual 
Fund  OneSource"  is 
changing  how  you 
buy  mutual  funds. 


Think  no-load  funds. 
We  believe  investors 
can  enjoy  better 
results  with  them. 
{Wall  Street  ]onrnal 
columnist  Jonathan 
Clements  concurred 
in  a  9/19/95  article.) 


Think  simplicity. 
,  We've  narrowed  the 
field  to  350  funds, 
uicluding  many  of 
those  most  in 
demand  by  investors 
and  top  financial 
advisors. 


Now  think  easy.  No 
transaction  fees.  No 
sales  pressure.  One 
call  to  buy  or  sell  or 
switch  money  around. 
One  statement  to 
show  precisely  where 
you  stand. 


\  No  wonder 
OneSource  is  quickly 
becoming  America's 
i  favorite  way  to  buy 
mutual  funds. 

Think  of  it  as 
another  victory  tor 
the  individual  investor. 


OneS^ 


neooiirce 


The  Second  Schwab  Revolution. 


1-800-5-NO-LOAD 


Charles  Schwab 


SchwuhV  standard  transaction  fee  will  be  charged  on  each  redemption  of  Mutual  Fund  OneSource  shares  bought  with  no  transaction  fee  and  held  tor  90  days 
or  less,  Schwab  reserves  the  right  to  assess  Schwab's  normal  transaction  fees  in  the  future  should  short-term  trading  become  excessive.  Reprinted  from  the 
Wall  Street  Journal.  ©1995  Dow  Jones  &  Co.,  Inc.  All  rights  reserved.  ©1995  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  SIPC/MYSE  .  ( 10/95) 
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EDITED  BY  STANLEY  REED 


CAN  THE  MIDEAST  FIND  ITS  WAY 
OUT  OF  AN  ECONOMIC  DESERT? 


The  Middle  East  is  passing  milestones  so  fast  they  hardly 
draw  notice.  A  peace  accord  between  Israel  and  Jordan, 
signed  one  year  ago,  led  to  a  trade  accord  between  the 
two  on  Oct.  25.  And  the  agreement  between  the  Palestine 
Liberation  Organization's  Yassir  Arafat  and  Israeli  Prime 
Minister  Yitzhak  Rabin  on  Sept.  27  is  leading  to  a  pullback  of 
Israeli  troops  from  the  occupied  West  Bank. 

Now,  says  the  Clinton  Administration,  it's  time  for  busi- 
ness to  capitalize  on  those  achievements.  That's  why  Secre- 
tary of  State  Warren  M.  Christopher  will  help  kick  off  a 
three-day  economic  summit  in  Am- 
man, Jordan,  on  Oct.  29  that  is  due  to 
attract  top  executives  from  the  West 
as  well  as  the  Ai'ab  countries  and  Is- 
rael. On  the  agenda:  creation  of  a  Mid- 
east development  bank  and  billions  (if 
dollars  in  infrastructure  projects  i-ang^ 
ing  from  an  Israeli-Jordanian  airport 
to  integration  of  Middle  Eastern 
electricity  grids. 

SUCCESS  STORIES.  After  wasting 
years  on  bickering  and  statist  econom- 
ic models,  could  it  be  that  the  Middle  GAZA  BUILDERS: 

East  is  waking  up  to  the  need  to  join 

the  world  economy?  At  the  end  of  September,  Jordan  intro- 
duced foreign  investment  legislation  and  a  new  streamlined 
tax  code.  Those  countries  that  have  canned  out  consistent  eco- 
nomic reforms — Israel,  Morocco,  Timisia,  and  Jordan — are 
seeing  gTowth  and  investment  flows  pick  up.  Israel's  economy, 
for  instance,  is  gi-owing  at  a  7%  annual  clip,  and  Jordan's  at 
6%.  Says  World  Bank  Senior  Economist  Nemat  T.  Shafik:  "We 
are  starting  to  see  regional  success  stories." 

Free-trade  agi'eements  due  to  be  hammered  out  between 
the  Eui'opean  Union  and  Mediterranean  countries  in  the 
next  couple  of  years — Timisia  signed  one  with  the  EU  last 
July,  while  Jordan,  Morocco,  and  Egypt  are  negotiating — 
also  could  light  a  fh'e  under  trans-Mediterranean  commerce. 


Meanwhile,  the  EU  is  getting  ready  to  announce  a  four-y| 
$12  billion  aid  program  slated  for  North  African  and  Midi 
Eastern  countries. 

Another  very  important  change  is  occurring  in  compare 
perceptions  of  risk  in  the  region.  As  the  likehhood  of  con 
declines,  companies  are  losing  their  inhibitions  about  invi 
ing  in  these  countries.  In  the  early  stages,  Israel  may  be 
major  beneficiary  of  this  trend.  Intel  has  just  announce 
$1.6  billion  flash  memoiy  chip  plant  in  Israel — the  large.st 
dustiial  investment  in  the  Jewish  state's  history. 

It's  about  time.  For  a  i-egion  at 
doorstep  of  Europe,  the  Middle  Ea 
economic  I'ecord  is  appalling.  With 
million  inhabitants,  the  entire  Mid 
East  and  North  African  area,  excl 
ing  Israel,  today  exports  fewer  ma 
factured  goods  than  Finland,  witl 
{)opulation  of  5  inillion.  Since  1986, 
per  capita  incomes  in  the  Arab  wc 
have  been  dropping  by  2%  a  yea 
the  worst  record  in  the  develop 
world.  By  2010,  the  Middle  East 
have  to  create  close  to  50  million 
jobs.  "There's  no  way  you  can  do  t 
unless  you  attract  private  investment,"  says  Shaflk. 

Unfortunately,  political  problems  are  still  inhibiting  bi 
ness.  Syiia  and  Lebanon  are  boycotting  the  conference,  j 
some  Lebanese  executives  who  wanted  to  attend  cancelled 
ter  feeling  government  pressui'e.  Many  Eg-yptian,  Palestini 
and  Jordanian  businesspeople  are  still  reluctant  to  str 
deals  with  Israelis  despite  the  peace  agreements. 

The  Amman  summit  gives  them  a  much-needed  green  Ui 
fi'om  theu'  goveiriments  to  do  business.  These  regimes  ai"e 
uring  out  that  without  a  competitive  business  environme 
they  will  fall  far  behind  the  Israelis  and  everyone  else. 

By  John  Rossant  in  Rome,  with  Kirk  Albrecht  in  Amrr, 
and  Neal  Sandler  in  Jenisalem 
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GLOBAL  WEAPUP 


SOUTH  KOREAN  SCANDAL 

►  New  revelations  in  Seoul  could  have 
deep  political  impact.  Prosecutors 
have  uncovered  a  secret  $63  million 
bank  account  used  by  former  Presi- 
dent Roh  Tae  Woo  and  ar-e  pursuing 
allegations  that  the  account  was  used 
for  kickbacks  on  major  projects,  in- 
cluding the  country's  purchase  of  F-16 
jet  fighters,  a  national  high-speed 
railway  project,  and  nuclear  power 
plants. 

The  scandal  show's  how  far  Korea 
has  come.  Prosecutors  would  have 


been  unlikely  to  pursue  such  a  case 
until  recently.  It  might  also  benefit 
longtime  opposition  leader  Kim  Dae 
Jung  by  splitting  the  ruling  Liberal 
Democratic  Party  between  the  con- 
servatives supporting  Roh  and  the 
liberal  wing  led  by  President  Kim 
Young  Sam. 

CATHAY  FLYING  INTO  TROUBLE? 

►  Hong  Kong  government  officials 
say  that  China  National  Aviation,  a 
Chinese  state-owned  charter  airline 
operator,  could  receive  a  license  to  be- 
gin scheduled  services  from  Hong 


Kong  early  next  year.  That  would  be 
bad  news  for  Cathay  Pacific  Airways 
the  colony's  dominant  carrier,  whose 
shares  fell  5.4%  in  the  three  days  fol 
lowing  the  news. 

Because  the  Chinese  state-owned 
airline  is  not  subject  to  the  same 
profit  pressures  as  privately  owned 
Cathay,  it  could  lay  on  enough  capac 
ity  to  put  a  competitive  squeeze  on 
Cathay,  cnac  has  hired  a  former 
Cathay  official,  who  was  instrument, 
in  starting  Hong  Kong's  second  air- 
line. Hong  Kong  Dragon  Airlines,  to 
help  advise  it. 
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Bringing  back  that  great,  fresh  image 
has  simply  never  been  simpler. 


artridges  returned  i 


It  s  no  wonder  that  office  equipment  users  around 
the  world  have  turned  to  the  Canon  Cartridge, 
choosing  cartridge-equipped  laser  beam  printers, 
plam  paper  faxes,  personal  copiers  and  image  filing 
systems.  Because  the  Canon  Cartridge  contains  not 
only  fresh  toner,  but  also  a  new  drum,  replacing  the 
old  cartridge  with  a  new  one  restores  the  image  you 
put  on  paper  to  the  fresh,  crisp  quality  you  want. 
The  all-in-one  cartridge  is  simple  to  replace. 
It's  totally  self-contamed,  so  your  hands  will  stay 
clean  as  well.  Plus,  Canon  has  created  a  system  that 
accepts  used  Canon  Cartridges  returned  from  around 
the  world.  Now,  when 
you  replace  your  Canon 
Cartridge,  you  not  only  get 
a  fresh,  clean  image.  You 
can,  if  you  will  lend  a  hand, 
also  get  a  cleaner  world.  .  y' .  ' 

All  it  takes  is  the  all-in-one, 
user-replaceable  Canon  Cartridge. 


For  your  home  or  office,  choose  any  of  the  wide  range  of 
products  that  use  Canon  cartridges. 


Laser  IVani  Printer 
LBP-43UW 


Personal  Copier 
PC320 


Electronic  Filing  System 
Canofile  510 


Fax  Laser  Class  7000 


MAIL  BOXES  ETC  ' 


As  part  of  our  Clean  Earth  Campaign  in 
the  United  States,  Canon  supports  leading 
environmental  organizations.  Used 
cartridges  are  returned  under  the  Clean 
Earth  Campaign  via  the  United  Parcel 
Service  (UPS)  or  Mail  Boxes  Etc.  Shipping 
costs  are  paid  by  Canon,  so  there's  no 
charge  to  our  customers.  Easy  shipping 
instructions  can  be  found  in  the  cartridge  box 


:ain -800-962-2708  for  details. 

II  registered  trjde  marks  belong  to  iheir  respective  holders. 

'ANON  INC.  30-2,  Shimomaruko  3-chonne,  Ohta-ku,  Tokyo  1 46,  Japan  ©  1 995  Canon  Inc. 
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Telecommunications 

That  Bring  The  World  Together. 


RACE 


MILLION-MAN  AFFIRMATIVE  ACTION: 

Solidai'iti/ — ayaitist  inountiiig  odd. 


IS  BLACK  PROGRESS 
SET  TO  STALL? 

Keeping  up  momentum  requires  robust  economic  growth 


The  Rodney  King  beating.  The  Los 
Angeles  riots.  The  Mark  Fulu'man 
tapes.  Wliite  horror  and  black  ec- 
stasy at  O.J.  Simpson's  acquittal. 
The  controversies  swirling  around  the 
Million  Man  March  on  Washington.  Four 
decades  after  the  Supreme  Court's  his- 
toric iiiling  in  Brouni  vs.  Board  of  Edu- 
cation of  Topeka  and  30  yeai'S  after  the 
Civil  Rights  Act  of  1964,"  it  seems  little 
has  changed  in  America. 

But  a  lot  has  changed.  The  common 
refrain  that  America  is  two  nations — 


black  and  white,  separate  and  unequal — 
smothers  any  appreciation  of  just  how 
diverse  the  economic  condition  of  black 
America  has  become  during  the  past 
quaiter-centmy  African  Americans  have 
made  striking  gains.  Educational 
achievement  is  way  up.  The  black  mid- 
dle class  is  flourishing.  Black  entrepren- 
eurs are  creating  new  businesses  at  a 
torrid  pace.  Last  year,  when  the  U.  S. 
economy  expanded  at  its  fastest  clip  in 
more  than  a  decade,  black  households 
enjoyed  a  5%  increase  in  median  in- 


come— while  white  households  sho\ 
no  gain. 

At  the  same  time,  the  economic 
between  Afi'ican  Americans  and  wh 
endui'es.  The  median  income  of  bl 
households  is  60%  of  those  of  whi 
The  figui'es  on  wealth  are  even  wo: 
Black  households'  median  net  wort! 
$4,400  is  a  mere  one-tenth  of  whi 
$45,700.  The  economic  plight  of  the 
ban  pool'  appears  to  be  worsening.  I 
haps  most  important,  many  of  the  p( 
erful  economic  forces  changing  Ajner 
such  as  the  job  squeeze  on  the  1 
skilled  and  less  educated,  affect  bla 
dispiY)j)or'tionately. 
JEOPARDY.  The  gnawing  fear  is  t. 
black  economic  gains  will  stall.  Cons 
vative  broadsides  against  affirmative 
tion  seem  largely  targeted  at  AMi 
Americans.  Black  educational  gains 
pear  in  jeopardy  from  deteriorating 
ner-city  public  schools  and  the  escalat 
cost  of  college.  A  slmnking  governm 
and  a  consolidating  health-care  ind 


African  Americans  Have  Made  Striking  Gains 


IN  EDUCATION... 


.AND  WHITE-COLLAR  JOBS 


EDUCATION  COMPLETEO 

PERCENT  OF  25-T0-29-YEAR-OL0S 
100    40 


NATIONAL  ASSESSMENT  OF  EDUCATIONAL 
PROGRESS  (NAEP),  13-YEAR-OLOS 


PERCENTAGE  CHANGE,  1989  TO  199' 

OVERALL  CHANGE  BLACK  CHANG 


90  '92 


DATA;  CENSUS  BUREAU,  EDUCATION  DEPT. 


MANAGERS  AND  PROFESSIONALS 

11.3 

29.6 

MANAGERS 

9.9 

31.1 

MANAGERS.  PUBLIC  ADMIN. 

15.2 

44.9 

SYSTEMS  ANALYSTS 

61.8 

104.4 

DOCTORS 

14.6 

45.9 

REGISTERED  NURSES 

22.3 

58.0 

PSYCHOLOGISTS 

33.3 

43.7 

LAWYERS 

10.8 

21.9 

COLLEGE  TEACHERS 

18.2 

37.4 

Uur  business  is  Jtlelping  Yours 

See  What  The 
Competition  Can  t. 

Both  you  and  your  competition 
have  similar  goals  in  sight.  And 
ivho  gets  there  first  will  depend 
on  who  has  a  sharper  vision  of 
the  future. 

GE  Capital  Services  can  help 
you  provide  your  customers  with 
more  vcdue- giving  you  the 
competitive  edge.  Like  helping  a 
mcijor  auto  company  develop  a 
nationwide  leasing  program, 
Ithin  60  days,  which  involved  the  successful  training  of  54  dealers.  Or  helping  a  mmbership  loarehouse 
lb  achieve  groxoth  through  sales  while  allowing  commercial  custmners  to  buy  on  credit  for  the  first  time. 

At  GE  Capital  Services,  were  25  diversified  businesses.  Each  one  is  dedicated  to  developing  and  delivning 
oducts  and  services  that  help  you  see  opportunities  before  the  competition.  Give  us  a  call  at  1-800-243-2222. 
id  see  what  the  competition  cant. 


GE  Capital  Services 

Our  Business  Is  Helping  Yours 


AMERICOM  •  AUTO  FINANCIAL  SERVICES  •  AVIATION  SERVICES  •  COMMERCIAL  EQUIPMENT  FINANCING  •  COMMERCIAL  FINANCE  •  COMMERCIAL  REAL  ESTATE  FINANCING 
CONSOLIDATED  FINANCIAL  INSURANCE  •  EMPLOYERS  REINSURANCE  CORPORATION  •  EQUITY  CAPITAL  GROUP  •  FINANCIAL  GUARANTY  INSURANCE  COMPANY 

FLEET  SERVICES  •  GECC  FINANCIAL  (HAWAII)  •  GENSTAR  CONTAINER  •  GLOBAL  CONSUMER  FINANCE  •  GLOBAL  PROJECT  S  STRUCTURED  FINANCE 
GNA  •  MODULAR  SPACE  •  MORTGAGE  INSURANCE  •  MORTGAGE  SERVICES  •  PENSKE  TRUCK  LEASING  •  RAILCAR  SERVICES  •  RETAILER  FINANCIAL  SERVICES 
TECHNOLOGY  MANAGEMENT  SERVICES  •  TIP/TRANSPORT  INTERNATIONAL  POOL  •  VENDOR  FINANCIAL  SERVICES 
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e/tENSA  450 

•  Weight:  5.0  lbs? 

•  DX4/75  processor 

•  10.4"  Dual  Scan  or 
9.4"  Active  Matrix 
(TFT)  display 

•  4MB  RAM, 
upgradeable  to  32MB 

•  Serial  infrared  port 

e/tENSA  550 

•  Pentium  75MHz 

•  10.4"  Dual  Scan 
display 

•  8MB  RAM, 
upgradeable  to  40MB 

•  Serial  infrared  port 

e/tENSA  550CD 

•  Pentium  75MHz 

•  Integrated  CD-ROM 
and  16-bit  sound 

•  10.4"  Active  Matrix 
(TFT)  or  10.4"  Dual 
Scan  display 

•8MB  RAM, 
upgradeable  to  40MB 

•  Serial  infrared  port 
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Today,  the  pressure  is  on  you  to  do 
something  extraordinary.  To  squeeze  out 
more  productivity  than  ever  before  from  the 
same  24  hour  day. 

That's  why  we  made  E.xtensa',"  the  new 
Hne  ol  attordable  portable  computers. 

The  new  TI  Extensa  450  is  the  most 
extraordinary  combination  ol  hght  weight, 
power,  and  allordabiiity- 

The  new  Tl  Extensa  550  gives  you  the 
power  ol  a  Pentium"  proces- 
sor tor  the  price  ol  a  486. 

And  the  new  TI  Extensa 
550CD  muhimedia  portable 
computer  gives  you  CD-ROM 
and  plenty  ol  Pentium  technol- 
ogy to  en)oy  it.  In  lact,  at  its  price  the  only  thing 
this  powerhouse  doesn't  have  is  competition. 

So  now  you  can  start  working  laster, 
start  working  better,  start  expanding  your 
capabilities,  start  extending  the  power  ol  a 
Pentium  processor,  start  using  multimedia 
and,  most  important  ol  all,  start  making  your 
money  work  harder. 

In  short,  you  can  start  doing  extraordi- 
naiy  things.  And  it  all  starts  with  a  phone  call. 
1-800-TI-TEXAS.  E-mail:  2ti(3'msg.ti.com. 
Internet:  (http://www.ti.com). 

Texas 
Instruments 


crosoft,  Windows  and  the  Windows  logo  are  registered  trademarks  of  Microsoft  Corp.  0  1995  TI. 


Economics 


try  will  offei'  fewer  job  opjjoilunities  to 
the  upwardly  mobile  black.  The  Feileral 
Reserve  Board,  determined  to  keep  in- 
flation under  control,  is  dampening  eco- 
nomic gi'owth  and  new  job  creation. 

Pi'ogi'ess  is  most  apparent  in  the  dra- 
matic expansion  of  the  black  middle 
class.  Over'  the  past  25  yeai's,  the  share 
of  black  families  earning  more  than 
$50,(X)0,  in  todays  dollai-s,  has  lisen  from 
8%  to  more  than  20%.  The  black  middle 
class  is  narrowing  the  black-white  earn- 
ings gap.  Median  earnings  of  college- 
educated  black  men  employed  as  execu- 
tives, administrators,  and  professionals 
in  1993  were  86%  of  their  white  peers, 
while  college-educated  black  women  ac- 
tually earned  10%  more  than  compar- 
able white  women.  Over  the  past  five 
years,  the  I'anks  of  managers  and  pro- 
fessional blacks  swelled  by  nearly  30%-, 
vs.  an  overall  increase  of  11%-.  In  partic- 
ular, sharj)  gains  have  been  made  in 
the  number  of  black  mathematicians, 
computer  specialists,  doctors,  psycholo- 
gists, lawyers,  and  other  professionals. 
Black  officeholders  wield  power  at  all 
levels  of  government.  General  Colin  L. 
Powell,  foi'mer  Chairman  of  the  Joint 
Chiefs  of  Staff,  is  a  potential  Presiden- 
tial candidate. 

IN  THE  MONEY.  These  days,  black  exec- 
utives ai'e  even  starting  to  climb  into 
the  top  rungs  of  management.  Richard 
D.  Parsons  is  president  of  Time  Warner, 
Kenneth  L.  Chenault  is  vice-chaii-man  of 
American  Express,  and  Warren  Shaw 
is  chief  executive  at  Chancellor  Capital 
Management,  a  giant  money-manage- 
ment fii-m. 

Black  enti-epreneurship  is  advancing 
rapidly.  Between  1982  and  1987,  the 
number  of  black-owned  companies  rose 
by  almost  38%-,  to  more  than  424,000, 
and  receipts  jumped  by  118%,  to  $19 
billion,  accoi'ding  to  the  Small  Business 
Administration.  Black  business  owners, 
often  armed  with  years  of  experience 
in  CoiiJorate  America,  ty|oically  compete 


IN  JOBS. 


in  the  broad  market- 
place. "I  see  the  most 
dramatic  change  in  en- 
trepreneurship  among 
African  Americans," 
says  John  W.  Rogers, 
founder  of  Ariel  Capi- 
tal Management  Inc., 
the  largest  black-man- 
aged gToup  of  mutual 
fimds.  "There  is  more 
opportunity  for  Afri- 
can American-owned 
businesses  than  for 
African  Americans 
trying  to  work  their 
way  through  the 
bureaucracy." 

Strides  in  education 


"DRAMATIC  CHANGE":  Rogers  sees 


may  huil  black  \\  < 
ers  more  than  \\  \\ 
too.  About  24', • 
blacks  aged  K; 
over  are  employi  t 
federal,  state,  aiH 
cal  government, 
pared     with  ; 
for  whites.  Siniii; 
blacks  are  vulncr.  . 
to  the  drive  to  -I 
Medicare,  Medif. 
and  other  health -< 
spending.  For  >■ 
pie,  blacks  mak; 
1(3%  of  the  hosp 
workforce  and  1' 
nursing  and  pei 
care  employees. 


undergii'd  much  of  the  a  surge  In  black  eiii)-epreneurship  "a  large  percentage 


improvement  among 
African  Americans.  Black  men  and 
women  have  narrowed  the  academic 
gap  between  themselves  and  whites. 
The  number  of  African  Americans  en- 
rolled in  colleges  and  universities  has 
gi'own  fivefold  since  1965.  Among  25-to- 
29-year-olds,  82%  of  the  whites,  as  op- 
posed to  59%  of  the  blacks,  had  com- 
pleted 12  years  or  more  of  schooling 
in  1971.  By  1994,  these  figures  were 
91%  and  84%,  respectively.  Black  test 
scores  have  risen  sharply.  The  share  of 
black  mothers  with  less  than  a  high 
school  education  fell  from  64%.  in  1970 
to  24%.  in  1990. 

Alarmingly,  some  of  this  progress 
now  appears  at  risk.  There  is  a  core  of 
inner-city  youth  who  are  losing  ground. 
Despite  being  better  educated,  many 
blacks  can't  find  jobs.  In  1993,  among  re- 
cent high  school  gi'aduates  not  enrolled 
in  college,  72%  of  whites  were  em- 
ployed, compared  with  42%  of  blacks. 
Whites  are  still  about  twice  as  likely 
as  blacks  to  receive  a  college  degree,  a 
ratio  that  hasn't  changed  much  in  the 
past  15  years. 

The  move  to  downsize  government 

Big  Problems  Remain 


clients  of  black  ph; 
cians  are  on  Medicare  or  Medic 
With  cuts  in  those  programs,  you 
see  a  dramatic  impact  on  those  hea 
care  professionals,"  says  Dr.  Kneel: 
Youngblood,  an  emergency-room  ph; 
cian  in  Dallas.  Adds  chemist  Koli 
David  Williams:  "When  there  are  ci 
we  go  first." 
BOYCOTT.  Support  is  also  ebbing  for 
fii'mative  action.  Recently,  the  Clin 
Administration  eliminated  the  Defe 
Dept.'s  affirmative-action  program, 
the  Supreme  Court  limited  the  re 
of  federal  affirmative-action  progra 
Many  blacks  are  worried  that  this 
harm  their  ability  to  get  jobs — beca 
discrimmation  persists.  For  instar 
when  the  Urban  Institute  sent 
matched  pairs  of  articulate,  w 
gi'oomed  black  and  white  job  appUcai 
15%  of  the  white  applicants  got  job 
fers,  and  only  5%  of  the  blacks. 

In  Miami,  it  took  a  black  boycott 
the  tourism  industiy  between  1990  z 
1993  to  open  up  opportunities  for 
area's  professionals.  Out  of  the  boyc 
came  a  three-year  progi-am,  Miami  Pa 
ners  for  Progi-ess,  a  coalition  of  bu 


.IN  INCOME. 


...AND  IN  WEALTH 

MEDIAN  NET  WORTH,  1993  WHITE  BLACK 


ALL  HOUSEHOLDS 


$45,740  $4,418 


LOWEST  QUINTILE 


$7,605  $250 


SECOND  QUINTILE 


$27,057  $3,406 


THIRD  QUINTILE 


$36,341  $8,480 


FOURTH  QUINTILE 


$54,040  $20,745 


■81  '82  '83 
A  PERCENT 
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'67  '70  '80  '90 

A  THOUSANDS  OF  1994  DOLLARS 


HIGHEST  QUINTILE      $123,350  $45,023 

DATA  CENSUS  BUREAU 


72  BUSINESS  WEEK  /  NOVEMBER  6,  1995 


Just  a  few  of  the  integrated  Kodak 
Digital  Science  products  that  maximize 
^      your  computer's  capabilities. 


Expand 
your 

vocabulary. 

Chances  are,  your  desktop  computers  are 
>ed  primarily  for  crunching  numbers  and  pro- 
;ssing  words.  But  your  investment  is  capable  of  so 
luch  more.  Expand  your  vocabulary  to  include 
odak  Digital  Science"  products,  and  your  PC  or 
ACINTOSH  computer  can  actually  make  you  a 
lore  powerful  communicator. 

For  example:  what  would  happen  if  you  added 
ar  Kodak  Digital  Science  DC40  camera  to  your  office 
)mputer  system?  Exactly.  Custom  color  pictures  for 
Dur  reports,  presentations,  proposals,  newsletters,  or 
lything  else  you  might  want  to  illustrate. 

Say  you  have  existing  photos  and  want  to 
icorporate  them  into  your  work.  No  problem.  Simply 
ave  them  stored  to  a  Kodak  Digital  Science  Photo  CD 
id  presto,  they're  ready  to  use. 

Before  you  know  it,  your  documents  are  illustrated 
ith  color  pictures.  Print  quality  becomes  vital, 
v'hat  to  do?  Get  photographic-quality  output  with  a 
"^odak  Digital  Science  thermal  printer. 

After  creating  your  masterpieces,  you'll 
ndoubtedly  want  to  archive  them.  Our  solution: 
Kodak  Digital  Science  CD  writer.  With  it,  you  can 


store  the  equivalent  of  a  24-volume  encyclopedia 
of  text,  images,  and  data  to  a  single  durable  disc. 

These  powerful  tools  are  just  a  few  of  the 
many  integrated  Kodak  Digital  Science  products 
designed  to  make  your  computer  live  up  to  its 
true  potential. 

Start  expanding  your  vocabulary  now, 
call  us  at  1-800-322-2177  ext.  101  in  the  U.S., 
1-800-465-6325  ext.  36100  in  Canada. 

Or  visit  us  on  the  World  Wide  Web  at 
http://www.kodak.com/ 


Colorful 
pictures  breathe 
life  into  your 
communications. 
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Kodak  ck 

digital  science^^ 


It's  how  you  put  pictures  to  work. 


©  Eastman  Kodak  Company,  1 995  Kodak,  Digital  Science  and  the  ds  monogram  symbol  are  trademarks  of  Eastman  Kodak  Company 
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Harriott 


Government 


ness  and  community  leadei's.  The  or- 
ganization has  placed  95  students  with 
scholarships  in  hospitality  programs, 
mostly  at  Florida  International  Univer- 
sity and  Miami-Dade  Community  Col- 
lege, and  20  African  Americans  from 
collegiate  hosj^itality  progi'ams  or  relat- 
ed fields  have  gotten  jobs.  Large,  es- 
tablished companies  in  the  tourist  in- 
dustry are  doing  more  business  with 
black  vendors. 

TROUBLED  YOUTH.  The  outlook  is  bleak 
for  African  Americans  who  lack  job 
skills,  though.  Blacks  have  become  high 
school  gTaduates  just  in  time  to  be  ham- 
mered by  the  same  brutal  international 
competition  and  technological  change 
that  have  hit  white  unskilled  workers. 
Over  the  past  two  decades,  entry-level 
wages  for  both  white  and  black  male 
high  school  gTaduates  have  di'opped  by 
about  30%  after  adjusting  for  inflation, 
accoi'ding  to  the  Economic  Policy  Insti- 
tute. But  blacks  have  been  hit  especial- 
ly hai'd  because  their  wages  started  out 
lower. 

The  forces  transforming  America 
from  an  industrial-based  economy  to  a 
high-tech  powerhouse  have  had  a  devas- 
tating impact  on  the  poor.  In  many  in- 
ner-city neighborhoods  where  manufac- 
turing once  flourished,  less  than  40%  of 
black  adults  are  gainfully  employed. 
Nearly  one  in  three  black  men  20  to  29 
years  old  is  in  federal  or  state  prison, 
jail,  i^robation,  or  on  parole,  according  to 
the  Sentencing  Project  in  Washington. 
More  and  more  black  cliildren  ai'e  grow- 
ing up  in  poverty.  Some  60%<  of  African 
American  families  with  children  are 
headed  by  the  mother,  and  more  than 
half  of  black  female-headed  households 
live  below  the  poverty  line.  Says  Mai-vin 
Dunn,  director  of  African-New  World 
Studies  at  Florida  International  Uni- 
vei-sity:  "We  will  end  up  with  an  alienat- 
ed, disaffected,  angry,  young  segment 
of  the  population,  and  that's  the  formu- 
la for  disaster." 

Everyone  agrees  it  would  be  a  ca- 
lamity if  African  Americans'  economic 
progress  of  the  past  half-centmy  gi-ound 
to  a  halt.  These  days,  economists  are 
focusing  on  ways  to  improve  public 
schools,  revitalize  neighborhoods,  and 
open  up  employment  for  poor  and  work- 
ing-class Americans,  black  and  white. 
What  Washington  policymakers  have  to 
consider  is  that  no  reform  can  work 
without  strong  economic  growth.  Ro- 
bust growth  raises  incomes  of  both 
whites  and  blacks.  More  important,  it 
attacks  the  i)inched  economic  conditions 
that  allow  racism  to  flourish. 

By  Christopher  Farrell  in  New  York, 
with  Gail  DcGeorge  in.  Miatni,  Richard 
A.  Melcher  In  Chicago,  Stephanie  An- 
derson Forest  in  Dallas,  and  bureau 
reports 


POLITICS 


GIMME  THAT 
OLD-TIME  MARKETINd 

Business  sawy  fuels  the  Christian  CoaUtion's  swift  ascei 


Shortly  after  his  1988  Presidential 
campaign  fizzled,  religious  broad- 
caster and  multimillionaii'e  entre- 
pr-eneur  Pat  Robertson  sat  down 
for  lunch  at  a  Vir-ginia  Beach  (Va.)  diner 
with  a  baby-faced  29-year-old  PhD 
named  Ralph  Reed  Jr-.  Munching  on  a 
steak  sub,  Robertson  outlined  an  ambi- 
tious vision  for  a  new  startup  ventm-e — 
a  gi'assroots  movement  to  infuse  Amer- 
ican politics  with  his  brand  of  social 
conservatism.  The  next  day,  Reed,  exec- 
utive director  of  the  Christian  Coali- 
tion, pr'oduced  a  10-year'  business  plan  to 


BLESSED  SYNERGY:  Robertson 's  media  empire 
gives  Director  Reed's  coalition  free  promotion 


ti-ansfor-m  Robertson  fr'om  political  pari- 
ah to  kingmaker'. 

Reed's  blueprint  has  exceeded  all  ex- 
pectations. By  combining  state-of-the- 
art  inar'keting  technicjues  with  evan- 
gelical fer'vor',  the  Christian  Coalition 
has  soared  in  six  year's  from  1,000  to 
1.7  million  members,  with  its  influence 
spr'eading  from  local  school  boar'ds  to 
Capitol  Hill.  It  dominates  some  18  Re- 
publican state  or'ganizations,  and  near'- 
ly  all  the  1996  ooP  White  House  hope- 
fuls are  seeking  its  blessing.  The 
group's  next  show  of  clout  comes  at  a 
Nov.  18  Republican  Pr'esidential  str'aw 
poll  in  Oriando.  The  neutral  Reed — 
who  lear'ned  r'ealpolitik  under  .Jesse  A. 
Helms  and  Jack  F.  Kemp — hopes  to 
pack  the  hall  so  that  whoever  wins  will 


owe  the  coalition  a  big  political  de 
Says  Claremont  McKenna  College  p 
fessor  Ed  Haley:  "They've  made  a  hi 
differ-ence  for  RepubUcans.  They  pac 
political  sting  in  their  tail." 

Is  the  coalition's  phenomenal  gro\ 
a  striking  testament  to  the  power 
faith?  Only  partly.  Robertson  and  R( 
have  also  looked  to  a  decidedly  m 
secular  soui'ce  for  inspu-ation:  Big  Bi 
ness.  They've  employed  textbook  fon 
las  for  targeted  nnar'keting  that  wo 
make  an  mba  proud.  After  developini 
core  customer  base  of  evangelical  Ch 
tians,  they've  broader 
theu'  message  to  widen  th 
appeal.  Using  polls  and  fo 
groups,  the  coalition 
added  issues  such  as  " 
family"  tax  cuts,  tough  ar 
crime  measui'es,  and  greal 
local  control  of  schools  to 
r'eligious  priorities  of  schi 
jH'ayer'  and  abortion  curbi 
E-MAIL  FLOOD.  To  advar 
that  agenda.  Reed  relies 
state-of-the-art  technology 
the  Internet,  phone  banl 
high-speed  faxes,  and  sat 
lite  downlinks.  Last  fall,  1 
e.xample,  the  coalition  flood 
Congi-ess  with  tens  of  the 
sands  of  phone  calls,  te^ 
gi'ams,  and  E-mail  to  block  a  lobby-] 
form  bill  r'equiring  greater  disclosu 
by  some  Christian  activists. 

Finally,  like  any  well-run  corpora 
subsidiary,  the  coalition  has  develop 
syner'gies  with  other-  parts  of  Robei 
son's  empii'e,  wliich  generates  more  th 
$500  million  in  annual  r-evenues.  Amo: 
its  holdings:  the  Christian  Br'oadcasti 
Networ'k;  the  American  Center  for  Li 
&  Justice,  a  conservative  legal  found 
tion;  Regent  Univer'sity,  a  religio; 
school  in  Virginia  Beach;  Operati( 
Blessing,  a  nonpr'ofit  humanitarii 
gr'oup;  and  the  Inter'national  Family  E 
tertainrnent  cable-TV  consortium. 

The  family  ties  can  be  critical.  F 
example,  the  coalition  gets  free  pr'om 
tion  through  Robertson's  daily  TV  she 
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To  MAKE  SOFTWARE  MORE  FLEXIBLE, 

OUR  DEVELOPERS  PUT  IN  A  LOT  OF 

EXTRA  TIME  AT  THE  OFFICE* 

Dana  QuitslunJ  believed  working  in  a  conventional  ottice  made  him  think  con\'entionally.  He  telt  a 
change  of  scenery  would  give  him  a  tresh  perspective.  And  it  did.  l^ana  and  his  team  designed  a  sLiite  of 
remarkable  visual  tools  that  enables  you  to  easily  access  am.!  change  enterprise-wide  business  information. 
They  help  you  manii-iulate  cumplex  organizational,  accounting,  and  security  structures.  And  with  these 
unique  tools,  you  can  imw  consolidate,  model,  analyze,  or  recirganize  — online,  in  a  m;Uter  ot  minutes. 

These  tools  are  just  one  example  ot  how  software  from  PeopleSott  gives  you  unparalleled  flexibility  to  manage 


your  business  — and  to  manage  change.  Flexibility.  It'>  a  woi\l  you  hear  a  lot 
around  PeopleSoft.  After  all,  it  was  our  flexible  corporate  env  ironment  that 
allowed  Dana  to  set  up  shop  where  he  telt  most  inspirei.t  in  the  first  place. 

If  flexibility  is  what  you're  looking  for  in  client/server  business  solutions, 
give  us  a  call  at  800-947-7753.  Or  e-mail  us  at  info@peoplesoft.com. 


We  listen. 
We  hustle. 
We  deliver. 

You'll  see. 


©1995  PeopleSoft,  Inc    [VoplcSott  jnJ  the  PeopleSott  lof;o  are  trademarks  ol  PeopleSott.  Ine 
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Government 


The  700  Club,  available  to  95%  of  U.  S. 
cable  households.  Recently,  Reed  prom- 
ised to  get  Representative  David  M. 
Mcintosh  (R-Ind.)  on  The  700  Club  to 
push  a  bill  to  curb  lobbying  by  liberal 
nonprofit  groups,  a  coalition  priority. 
"This  amounts  to  an  enormous  in-kind 
contribution,"  gi'ouses  Bairy  W.  Lynn, 
executive  director  of  Americans  United 
for  Separation  of  Church  &  State. 

Robertson's  empire  benefits,  too.  Tliis 
year,  Reed  donated  a  $50,000  advance 
from  the  eoahtion's  new  book,  Co)ifract 
With  the  Aiuerican  Family,  to  Opera- 
tion Blessing.  And  the  soft-spoken  Reed 
pi'ovides  political  cover  for  the  controver- 


and  Sprint — they  convince  people  to 
switch  long-distance  carriers  to  Lifeline 
and  line  their  owti  pockets." 

Thinking  like  business  execs  has 
helped  Robertson  &  Co.  avoid  pitfalls 
that  stalled  other  loose-knit  conseivative 
reUgious  movements  such  as  the  Rever- 
end Jerry  M.  Falwell's  Moral  Majority. 
Robertson  chairs  the  coalition's  tightly 
controlled  board  of  directors,  whose  oth- 
er two  members  are  longtime  friends: 
Dick  Weinhold,  his  1988  campaign  fi- 
nance director,  and  the  Reverend  Billy 
McCormack,  the  eoahtion's  Louisiana 
chair.  Reed,  the  $122,500-a-year  du'ector, 
oversees  60  staffers  at  a  headquarters  in 


Examples:  distributing  17  million  sc(3' 
cards  that  gi-ade  members  of  Congi 
on  pro-family  issues  and  making  90, 
calls  to  mobilize  members  against 
Clinton  health-refonn  plan.  "We're  sel 
a  product  here,"  explains  coalition  lot 
ist  Brian  C.  Lopina.  "We  make  a  i 
when  someone  calls  theu*  Congi'essm: 
DIVIDING  THE  GOP?  Critics  contend  t 
the  coalition's  emphasis  on  polit 
causes — and  its  cozy  ties  to  the  GO 
I'equire  it  to  registei'  as  a  political  c( 
mittee.  That  would  force  the  group 
disclose  its  secret  hst  of  donors 
limit  spending  on  elections.  The  Dei 
cratic  National  Committee  is  ask 


THE  CHRISTIAN  COALITION'S  RISING  INFLUENCE 


SOARING  MEMBERSHIP. 


.AND  FAHENED  COFFERS. 


'90  '91  '92 

A  MILLIONS  OF  PEOPLE 


■93 


'94 


'94    '90  '91  '92 

A  MILLIONS  OF  DOLLARS 

DATA:  CHRISTIAN  COALITION,  BUSINESS  WEEK 


...HAVE  MADE  IT  A  POWER  IN  WASHINGTON 

LOBBY  REFORM  The  group  mobilized  250,000 
people  in  24  hours  to  kill  lobby-reform  measures 
in  October,  1994,  that  would  have  required  grass- 
roots activists  to  register  as  Washington  lobbyists. 

CONTRACT  WITH  AMERICA  The  coalition  spent  $1 
million  in  support  of  the  GOP  contract. 

TAX  RELIEF  The  group  succeeded  in  getting  a 
$500-per-child  tax  credit  included  in  the  GOP  tax 
package,  in  part  by  flooding  key  senators'  phones 
with  calls  while  marketing  the  credit  as  pro-family 


sial  R(jbertson,  whose  preaching  against 
a  shadowy  global  banking  conspu'acy  and 
the  sepai'ation  of  chiu'ch  and  state  fiight- 
ens  many  mainstream  voters. 

Key  to  the  financing  of  Reed's  plan  is 
aggTessive  membershij)  develoi)ment.  In 
1994,  the  coalition  spent  $1.6  million 
renting  other  telemarketing  lists — whose 
soui'ces  ranged  from  Christian  maga- 
zines to  discount  I'etailers — in  search  of 
converts.  Reed's  goal:  10  million  Chris- 
tians by  the  year  2000,  including  a  mil- 
hon  enlistees  in  the  Catholic  Alliance,  a 
subsidiary  launched  on  Oct.  11. 
RUFFLED  FEATHERS.  Businesslike  pro- 
motions have  helped  the  coalition  fatten 
its  coffers  as  well.  Some  state  affiliates 
have  negotiated  contracts  with  Lifeline 
Inc.,  a  long-distance  carrier  that  lets 
subscribers  donate  10%  of  theii-  bills  to 
a  broad  range  of  nonpr-ofits,  including 
the  coalition.  But  the  campaign  has  ruf- 
fled some  corporate  feathers.  In  urging 
Christians  to  use  Lifehne,  Arkansas  Co- 
alition Chair  Kevin  D.  McCray  accused 
AT&T,  MCI  Communications,  and  Spiint  of 
promoting  antifamily  activities  by  do- 
ing business  with  homosexual  groups 
and  sponsoring  sex-filled  TV  shows.  M(^I 
and  Sprint  deny  the  charge.  AT&T 
spokesman  Bui-ke  Stinson  fires  back: 
"It's  in  their  interest  to  bash  AT&T,  Mri, 


a  Chesapeake  (Va.)  industrial  park.  His 
management  team — much  like  that  of  a 
typical  company — includes  a  chief  finan- 
cial officei",  field  operations  director,  head 
of  government  relations,  and  customer- 
service  manager. 

Reed  closely  commands  affiliates  by 
stiiicturing  them  as  francliise-style  oper- 
ations. He  retiuires  state  gToups  to  sign 
legally  binding  agTeements  that  give  liim 
power  to  revoke  licenses  of  any  affiliate 
that  strays  from  the  fold.  That  was  a 
problem  for  Falwell,  who  couldn't  rein  in 
a  Maryland  chapter  that  launched  an 
embaiTassing  crasade  against  an  Annap- 
olis bakeiy  that  made  anatomically  cor- 
rect gingerbi'ead  figm'es. 

With  Robertson  providing  plenty  of 
free  advertising  for  the  coalition's  fLmd- 
I'aising,  Reed  is  able  to  si)end  65%  of 
donations  on  issue-oriented  campaigTis. 


Reed  keeps  tight 
control  of  affiliates, 
which  are  structured 
like  business  franchises 


the  Intei'nal  Revenue  Service  to  de 
the  group's  pending  request  for  t; 
exempt  status  because  of  its  deep  po 
ical  roots. 

Even  in  Coiporate  America,  some 
ecutives  fear  the  coalition's  focus  on 
visive  social  issues  will  overshadow 
conservative   economic  agenda  tl 
unites  Republicans.  The  group  "is 
doing  anything  to  bring  m.ainstre; 
people  to  the  party,"  gi-umbles  Richi 
V.  Quinn  Jr.,  vice-pre.sident  of  the  Pi 
cipal  Financial  Group.  "It's  going  to 
vide  and  weaken  the  party." 

Reed  dismisses  such  gi'ousing  and 
sists  the  coalition  is  on  solid  le| 
gTound.  Even  if  Democrats  were  to  p 
vail,  he  says,  "all  that  would  happen 
we  would  set  up  a  political  commit! 
and  funnel  some  of  our  money  fi'( 
that.  It's  not  going  to  stop  us." 

Critics  would  reluctantly  agn 
Reed's  strategic  savvy,  Robertson's 
nancial  resources,  and  eager  foot  s 
diers  I'eady  for  a  crusade  make  t 
Christian  Coalition  a  fierce  comi}etit 
for  the  Establishment.  And  its  p(tlitii 
stock  seems  likely  to  keep  rising 
years  to  come. 

By  Mary  Beth  Regan  in  Chesapeal 
Va.,   and   Richard   S.  Dunham 
Washington 
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Ergonomically  designed 
instrument  panel  with  large, 
easv-to-use  radio  controls. 


Enjoy  the  peace  of  mind  that 
comes  with  standard  thuil  air  Ijags.  * 


Remote  kerless/illiimni<ilcd 
entry  for  added  security. 


The  Possibilities  Out  There  Are  Endless . 
So  Why  Should  Your  Vehicle  Come  Up  Short? 


standard  -i-wheel  anti-lock 
disc  brakes  for  surer,  safer  stops. 


Automatic  Ride  Control 
constantly  adjusts  the 
suspension  to  your  load  Jor 
optimum  ride  and  handling. 


Sensational  sound  from 
available  6-CD  changer 
and  fBL  stereo. 


THE  WORLD'S  JUST  TOO  BIG  TO  BE  LEFT  UNEXPLORED. 


Ford  Explorer  Limited. 


Trucks.  They're  becom- 
ing America's  car  of  the 
'90s.  They  account  for 
about  45%  of  all  vehicle 
sales  already,  and  are 
all  but  certain  to  hit 
S0%  by  the  end  of  the  decade.  It's 
unprecedented,  and  it's  not  just  hap- 
pening in  vans,  pickups,  and  sport  utili- 
ty vehicles  where  most  truck  sales 
occur.  Medium-  and  heavy-duty  trucks, 
whose  markets  respond  to  very  differ- 
ent factors,  are  booming,  too. 

Why  the  popularity'?'  Today's  trucks 
blend  comfort,  utility,  and  versatility 
like  nothing  else  on  four  wheels. 
They're  also  stretching  the  traditional 
definition  of  "truck"  to  encompass 
decidedly  carlike  characteristics.  That's 
no  accident,  since  most  light-duty 
trucks  are  used  for  personal  trans- 
portation. 

More  importantly,  the  long-running 
boom  in  light-duty  truck  sales  is  being 
driven  by  former  car  owners  and  dual- 
vehicle  households  who  expect  their 
new  trucks  to  provide  the  same  quality 
and  creature  comforts  of  the  four-door 
sedans  parked  in  their  garages.  These 
days,  that's  exactly  what  they'll  get.  For 
top-of-the-line  trucks,  features  and 
trim  levels  rival  any  luxury  car. 

Truck  performance— power,  ride, 
and  handling— has  begun  to  rival  cars, 
too.  Zippier  engines  are  giving  many 
trucks  zero-to-60  acceleration  times 
similar  to  those  of  high-performance 
cars  built  a  decade  ago.  Today's 
trucks  drive  dramatically  smoother, 
thanks  to  more  sophisticated  suspen- 
sion systems.  And  handling  is 


crisper.  There's  still  no  mistaking  a 
truck  for  a  sports  car.  But  even  that 
distinction  is  fading  as  manufacturers 
continue  to  raise  the  bar  on  truck 
performance. 

The  twin  forces  of  market  demand 
and  federal  regulation  are  making 
trucks  safer  as  well.  Crash  statistics 
show  trucks  have  always  been  as  safe 
as  cars,  largely  because  of  their  sturdy 
construction,  high  riding  position,  and 


weight.  But  buyers  want  the  same  sa- 
ty  features  they  get  in  their  cars.  No' 
truck  manufacturers  are  rushing  to 
beat  federal  deadlines  for  installing 
such  automotive  safety  features  as  d  i 
airbags,  antilock  brakes,  and  door 
beams  that  protect  against  side 
impacts. 

America's  mania  for  trucks  didn't 
happen  overnight.  Trucks  have  been 
slowly  claiming  an  increasing  share  o 


uamfiAE 


The  new 
Hombre  from 
American  Isuzu 
Motors  shares 
its  platform 
with  Chevrolet's 
compact  pick- 
up. The  truck's 
unique  body 
panels  were 
designed  in  the 


U.S.  and  Japan 
and  are 
stamped  in 
Brazil  by 
General 
Motors.  Final 
assembly  is  at 
GM's  truck 
plant  in 

Shreveport,  La. 


pecial        Advertising  Section 


□  UTLDOK      on  TRUCKS 

BY  J.  David  Power,  President,  J.D.  Power  and  Associates 


J.David  Power 


With  four  out  of  every  10 
buyers  purchasing  a  light- 
duty  truck 
today,  the 
truck  market 
has  not  only 
arrived  but  is 
here  to  stay. 
We  can't 
expect  it  to 
keep  growing 
at  the  rates  of 
the  past  four 
or  five  years, 
but  it  will 
remain  a  sub- 
stantial part 

of  the  personal-  use  mar- 
ket. 

In  fact,  the  light-duty 
truck  market  has  redefined 
what "personal  use" 
means  in  the  automotive 
industry.  Consumers  are 
basing  their  purchase  deci- 
sion upon  the  need  for  a 
personal  transportation 
vehicle  rather  than  a  "car" 
or  "truck." 

What  has  driven  the 
sometimes  astounding  rise 
in  truck  sales?  One  of  the 
main  reasons  is  a  steady 
rise  in  quality,  especially  in 
the  compact  truck  seg- 
ment that  we  have  tracked 
for  many  years.  Compact 


trucks  had  180  problems 
per  100  vehicles  in  1990, 
according  to 
our  Light 
Truck  Initial 
Quality  Study 
(IQS).  This 
year,  the  inci- 
dence of 
problems 
in  that  cate- 
gory had 
shrunk  to 
128  prob- 
lems per 
100  vehicles. 
When  we  first  included 
all  trucks  in  the  IQS  three 
years  ago,  the  problems 


per  100  level  was  147. 
By  1995  it  had  been 
reduced  to  126.  We 
expect  this  trend  to  con- 
tinue as  engineers  and 
designers  focus  upon 
developing  vehicles — 
whether  cars  or  trucks — 
that  better  meet  the 
needs  of  consumers. 

People  who  in  past 
years  would  have  bought  a 
near-luxury  or  luxury  car 
are  now  opting  for  sport 
utilities  and  minivans.  And 
women  are  making  their 
presence  felt  in  the  truck 
marketplace  in  a  big  way. 
They  already  buy  40%  of 


all  sport  utilities  and  25% 
of  all  full-size  pickups. 

Thus  vehicle  manufac- 
turers are  shifting  from  a 
mentality  of  producing 
trucks  for  one  market  and 
cars  for  another  to  one  of 
building  vehicles  to  encom- 
pass the  marketplace  as  a 
whole. 

Those  who  do  this 
most  successfully  will  con- 
tinue to  reap  the  rewards 
of  meeting  and  exceeding 
customer  expectations  in 
the  light-duty  truck  mar- 
ket. And  that  augurs  well 
for  the  future  of  the  mar- 
ketplace. 


T  W  £     I  q  5 

Virtually  every  car  and  truck  manufactur- 
er nervously  anticipates  results  of  the 
annual  Initial  Quality  Study  (IQS)  conduct- 
ed by  J.  D.  Power  and  Associates  of 
Agoura  Hills,  Calif.  The  survey  measures 
the  type  and  number  of  problems  experi- 
enced by  owners  during  their  first  90 
days  of  vehicle  ownership.  Good  results 
are  quickly  trumpeted  as  proof  of  superi- 
or quality. 

The  study  summarizes  its  results 
by  ranking  vehicles  according  to  their 
"average  number  of  problems  per 
100  vehicles."  The  survey  also  calculates 
an  industry  average  so  manufacturers 
can  see  how  they  rank  against  the 
competition. 


SURVEY 

The  IQS  compiles  written  survey 
results  from  more  than  36,600  owners 
of  all  makes  and  models  of  passenger 
cars  and  light-duty  trucks.  It  tracks  89 
problem  areas  in  12  categories:  water 
leaks,  electrical/accessories,  interior, 
body,  exterior  paint/moldings,  tempera- 
ture control,  squeaks  and  rattles,  engine, 
steering/handling,  transmission,  brakes 
and  wind  noise. 

Questions  zero  in  on  such  specifics  as 
rough-shifting  transmissions,  brakes  that 
pull  to  one  side,  squeaky  instrument  pan- 
els and  dirty  interiors.  Manufacturers  pay 
to  get  detailed  results  while  J.  D.  Power 
publishes  a  brief  summary  for  the  news 
media  to  report. 
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the  U.S.  new-vehicle  market  for  more 
than  30  years.  In  recent  years,  they 
have  taken  about  two  points  of  market 
share  away  from  cars  annually. 

That's  good  news  for  Chrysler  Corp., 
where  60%  of  vehicle  sales  are  trucks, 
including  the  company's  popular  mini- 
vans.  "The  market,"  says  Bernard 
Robertson,  Chrysler's  vice  president  of 
engineering  technologies  and  general 
manager  of  Jeep  and  truck  operations, 
"is  coming  to  us  "  Chrysler  isn't  the 
only  one  to  think  so:  Last  year  Isuzu 
dropped  cars  from  its  lineup  of  vehi- 
cles and  now  sells  only  trucks  in  the 
United  States.  It  has  two  new  entries 
for  '96:  Oasis,  a  version  of  Honda's 
Odyssey  minivan;  and  Hombre,  a 
restyled  version  of  the  Chevrolet  Sio 
pickup  truck. 

The  current  U.S.  truck  boom  took  off 
in  1991,  zooming  more  than  45%  in  three 
years  to  a  record  6.1  million  units, 
including  imports,  by  the  end  of  1994. 
Sales  are  running  strong  again  this  year 
against  a  slight  decline  for  cars. 

When  will  it  all  end'^  Not  anytime 
soon,  to  hear  manufacturers  tell  it. 
Many  of  them  are  beefing  up  their 
truck-making  capacity  and  scrambling 
to  add  new  truck  models,  especially  in 
the  highly  profitable  sport  utility  seg- 
ment. 

Industry  analysts  believe  demand 
for  trucks  will  continue  to  grow  more 
quickly  than  for  cars  into  the  next  cen- 
tury. Since  overall  growth  in  vehicle 
demand  Is  expected  to  average  just 
0.5%  annually  over  the  period,  trucks 
may  be  the  industry's  brightest  sales 
story  for  years  to  come. 


mflTTER  OF 

DEFiniTion 

What,  exactly,  is  a  truck"!^  Pickups  defi- 
nitely qualify,  but  consumers  debate 
the  definition  of  a  van  or  sport  utility 
vehicle  (SUV).  Minivans  are  deliberately 
carlike,  often  using  engines  and  sus- 
pensions originally  developed  for  cars. 
Full-size  vans  and  SUVs  often  share  the 


platform  of  a  pickup  truck.  But  wher 
do  such  pint-sized  sport  utilities  as  t 
Geo  Tracker,  Kia  Sportage,  or  new 
Toyota  RAV4  fit  in"^ 

"It's  not  a  question  of  'cars'  and 
'trucks,'"  says  Kuri  Ritter,  Chevrolet 
truck  marketing  manager.  "You've  go 
'car-trucks'  that  are  vans  and  sport 
utility  vehicles  being  used  as  cars,  ar 


Dodge  Caravan 
and  its  twin, 
the  Plymouth 
Voyager,  under- 
go their  first 
major  restyling 
in  12  years. 
New  for  '96: 
more  interior 
room,  a  tighter 
turning  radius, 


roll-out  back 
seats,  built-in 
child  safety 
seats  that  are 
easier  to  use, 
and  optional 
wiper  heaters. 
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)picer'  Can  Handle  All  Of  This  Team's  Needs, 
magine  What  It  Can  Do  For  Yours. 


1995  PACE  Award  Winner  for 
Innovative  Leadership  in  Product 
Design  and  Process  Technology. 


he  Morgan-McClure  NASCAR  team  knows  that  to  win 
need  an  edge.  Spicer  Driveshaft  Division  has  been  a 
)lier  of  leading-edge  technology  from  the  very  start, 
r  all,  we've  been  the  driving  force 
nd  a  number  of  significant  innovations 
'ivetrain  technology  for  passenger  cars, 
t  utility  vehicles,  heavy  trucks  and 
ything  in  between, 
fo  one  does  more  than  Spicer  to  keep 
e  kinds  of  vehicles  and  their  drivers 
/e  the  wear  and  tear  of  the  road.  We've 
ked  with  major  vehicle  manufacturers 
A^orld  over  to  cut  noise  and  vibration 
Is,  improve  fuel  economy  and  reduce 
jht.  From  18- wheelers  to  NASCAR 
rs  —  if  it  hauls,  we're  there. 


SPlCEFt 


For  light-duty  applications,  Spicer  GraphLite"  aluminur 
driveshafts  help  improve  C.A.F  E.  ratings  and  are  tunable  t 
specific  vehicle  applications. 

Spicer  heavy-duty  driveshafts  are  light  in 
weight,  but  they're  anything  but  lightweighl 
Our  SpicerLite "  aluminum  driveshafts 
are  lighter  and  stronger,  providing 
increased  payload  capacities,  less  down 
time  and  more  profit  all  down  the  line,  i 
For  the  leader  in  driveshaft  and  U-joinlj 
technology  for  any  application,  there's  \ 
only  one  connection  you  need.  Call  Spicer 
at  1-800-666-8688  and  put  our  team  to  worl 
for  yours. 
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'truck-cars'  like  pickups  that  are  truly 
trucks  but  which  are  becoming  more 
carlike  in  comfort  and  convenience." 

Then  there  is  the  emerging  group  of 
vehicles  that  Ritter  calls  "tweeners." 
They're  sport  utility  vehicles  or  small 
pickups  built  upon  car  rather  than 
truck  platforms.  These  vehicles  can't 
match  the  off-road  ruggedness  of  a  true 
truck,  but  they  can  provide  carlike  ride 
and  handling  in  a  vehicle  with  trucklike 
utility. 

The  proliferation  of  models  in  the 
truck  market  reflects  the  uncertainty 
among  marketers  about  exactly  what 
consumers  are  looking  for  in  a  van, 
pickup,  or  SUV.  "There  are  big  gaps 


CUEVAQLET 


Extended  cabs 
give  pickup 
trucks  a  back 
seat.  Now  rear 
seat  access  is 
improved  with 
a  third  door. 
Chevrolet 
offers  the  door 
on  the  driver's 


side  in  its  S-10 
series  compact 
pickup  (above) 
and  on  the  curb 
side  in  its  full- 
size  line  (right). 


between  what  people  buy  for  and  what 
they  use  for,"  notes  Ritter.  "When  you 
buy,  you're  satisfying  your  emotional 
and  psychological  needs  as  well  as 
your  functional  needs." 

TO  BE  DR  DDT  TO  BE 

The  difference  between  a  "car"  and  a 
"truck"  may  not  matter  much  to  con- 
sumers. They're  much  more  interested 
in  what  a  vehicle  does  than  what  the 
industry  wants  to  call  it. 

But  definitions  are  a  big  issue  to 
manufacturers.  The  reason.  Cars  and 
trucks  must  meet  entirely  different  fed- 
eral safety,  emission,  and  fuel  economy 
standards.  Sorting  out  v/here  a  vehicle 
fits  has  significant  impact  on  how  it  is 
designed,  engineered,  equipped,  and 
priced. 

You'd  think  federal  definitions 
would  make  It  all  clear.  But  think  again. 


Here  are  the  guidelines  most  governj 
ment  agencies  follow  in  deciding 
whether  a  vehicle  is  a  car,  truck,  or 
"multipurpose  vehicle": 

CAR;  A  motor  vehicle  designed  to 
carry  lo  people  or  less.  (Vehicles  bui 
for  more  than  lo  people  are  buses.) 

TRUCK:  A  self-propelled  vehicle 
designed  primarily  to  transport  prop 
ty  or  special  equipment. 

MULTIPURPOSE  VEHICLE:  A  vehici 
designed  to  carry  no  more  than  lo  pe 
pie,  and  either  built  upon  a  truck  chc 
sis  or  equipped  for  off-road  operatio 

Such  definitions  leave  plenty  of 
room  for  interpretation.  Thus  miniva 
are  considered  trucks  even  though  tl 
are  built  upon  car  platforms.  Importe 
SUVs  are  trucks  if  they  have  two  dooi 
and  cars  if  they  have  four  doors.  SUV 
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built  by  U.S.  auto  tnakers  are  trucks  no 
fiiatter  how  many  doors  they  have. 

Buys 

TRUCKS? 

!n  a  word,  just  about  everyone.  Vans, 
pickups,  and  sport  utihty  vehicles 


KIA  SPORTACE 


appeal  to  buyers  of  both  sexes,  all  age 
groups,  and  every  income  level.  This 
year  five  of  the  lo  best-selling  vehicles 
in  the  United  States  are  trucks,  includ- 
ing the  top  two:  Ford  F-series  pickups, 
the  most  popular  vehicle  in  America  for 
13  years  running,  and  Chevrolet  C/K 
pickups. 


Sportage  is  an 
all-new  mini- 
SUV  from 
Korea's  Kia 
Motors  Corp. 
A  long  wheel- 
base  provides 
comfortable 
seating  for  five 
in  a  vehicle 
measuring  just 
over  13  feet 
in  length. 


The  four-door 
offers  a  139 
horsepower 
engine,  power 
windows,  alloy 
wheels, 

antilock  brakes, 
and  airbags. 
Base  price: 
about 
$15,300. 


Today  at  least  75%  of  light  trucks 
sales  are  to  buyers  who  intend  to  u; 
their  vehicles  for  non-commerciai  p- 
poses.  The  reverse  was  true  15  years 
ago.  Even  in  the  full-size  pickup  seg 
ment,  the  one  consumers  describe  a 
the  most  "trucklike"  in  the  market, 
roughly  two-thirds  of  all  buyers  mak 
their  purchase  mainly  for  personal 
transportation. 

Sure,  these  "civilian"  truckers  wil 
use  their  vehicles  to  haul  lumber  an( 
furniture  on  occasion.  But  for  many, 
the  potential  utility  of  a  truck  as  mu  i 
as  any  real  need  that  clinches  their 
purchase. 

Catering  to  such  buyers  presents 
truck  makers  with  a  tricky  choice. 
Should  they  stick  with  tough  but  son 
times  rough-riding  products  for  the 
sake  of  the  truck's  go-anywhere  mm 
Or  should  they  switch  to  softer  velin 
that  are  really  cars  masquerading  as 
trucks'!^ 

Increasingly,  manufacturers  are 
choosing  "none  of  the  above."  They  d! 
trying  to  engineer  trucks  that  are  as 
tough  as  ever,  yet  more  user-friendiv 
than  anyone  thought  possible  a  dei.i ' 
ago.  Declares  Trevor  Creed,  directoi 
Jeep  and  truck  interior  design  at 
Chrysler  Corp.,  "There's  absolutely  n< 
reason  why  pickups  have  to  have  a 
buckboard  ride  or  be  less  modern 
inside  compared  to  cars." 

SECmEHTED  APPEAL 

Almost  every  consumer  finds  at  least 
one  form  of  truck  appealing.  But  buy- 
ers are  very  discriminating.  Market 
research  confirrtis  that  pickups,  vans, 


Say  hello  to 
Chevrolet  payments 
that  are  up  to  30%  lower 
than  a  bank  loan. 


Call  1-800-32-SMART 


CHEVROLET  LUMINA 


It's  your  call.  But  when  you  lease  a  new  GM  vehicle  with  SmartLease'  by 
GMAC,  you  can  get  monthly  payments  that  are  typically  30%  lower  than  if  you 
buy  it  with  a  bank  auto  loan.  You  can  also  afford  more  GM  car  or  truck  for  the 
money.  For  more  infomiation  about  SmartLease,  see  your  GM  dealer  or  call 
1-800-32-SMART.  And  say  hello  to  lower  monthly  payments. 


Chevrolet 


Geo 


Pontiac   •  Oldsniobile 


Buick 


Cadillac 


CMC  Truck 


©1995  GMAC  All  Rights  Reserved,  Based  on  a  Bank  Rale  Monitor  survey  ot  the  five  largest  banks  in  the  25  largest  metropolitan  areas 
comparing  the  payments  on  a  typical  $20,000  bank  loan  versus  the  average  payments  on  a  SmartLease  contract  of  similar  length  for  a 
$20,000  vehicle  Of  course  with  a  purchase,  the  buyer  owns  the  vehicle  At  the  end  of  a  SmartLease  contract,  the  lessee  can  return  the 
vehicle  or  exercise  their  purchase  option. 


and  SUVs  each  attract  a  separate  "typ- 
ical" buyer.  And  buyer  profiles  often 
differ  significantly  within  each  seg- 
ment. 

Consider  minivans  and  sport  utility 
vehicles.  Both  are  more  attractive  than 
pickups  to  first-time  truck  buyers.  Yet 
each  appeals  to  very  different  groups 
The  tnain  reason;  Minivans  are  "life 
stage"  vehicles  while  SUVs  are  "life 
style"  vehicles. 

Thus  minivans  make  the  most  sense 
to  people  with  small  children  to  shuttle 
around  Seating  capacity  and  ease  of 
entry  and  exit  are  top  priorities.  Once 
the  kids  are  on  their  own,  however, 
mmivan  owners  may  switch  to  a  car  or 
sport  utility  vehicle. 

SUVs  appeal  to  a  sense  of  safety 
(four-wheel  drive),  adventure  (off-road 
capability),  and  practicality  (a  "car" 
with  room  to  haul  lumber  or  a  load  of 
bricks)  They  also  include  a  wide  range 
of  products  that  attract  an  extremely 
broad  cross-section  of  consumers,  from 
high  schoolers  on  a  budget  to  middle- 
aged  drivers  with  household  incomes 
approaching  $200,000. 

"Real"  truckers  may  opt  for  a  pickup. 
Btit  even  here,  the  reasons  for  doing  so 
vary  widely.  Some  compact-truck  buy- 
ers want  an  inexpensive  alternative  to 
a  small  car.  Others  want  a  work-orient- 
ed vehicle  to  supplement  the  car  they 
own  already.  Still  others  yearn  for  a 
four-wheel  drive  "style"  vehicle  with 
big  tires,  a  light  bar  tnounted  in  the 
bed,  and  fancy  graphics  on  the  side. 
Each  of  those  definitions  describes  a 
i    different  buyer  market. 
I        To  make  things  more  complicated, 

I 
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truck  buyers  in  one  part  of  the  country 
like  their  vehicles  configured  different- 
ly than  those  in  another.  One  example: 
They  love  diesel  pickups  in  Texas  but 
manufacturers  can  hardly  give  thern 
away  in  the  Northeast. 

lUUAT  ABOUT  FUEL  ECOnomy? 

It's  no  surprise  that  trucks  don't  match 
cars  in  fuel  economy.  But  if  the  boom 
in  truck  sales  is  any  indication,  con- 


suiners  don't  mind  the  difference. 

Trucks  must  meet  their  own  federal 
Corporate  Average  Fuel  Economy 
(CAFE)  numbers,  just  as  cars  do.  But 
where  a  manufacturer's  car  fleet  is 
supposed  to  average  27.5  miles  per  gal- 
lon, its  light-duty  truck  fleet  need 
achieve  only  20.7  m.p.g. 

In  fact,  Detroit's  Big  Three  automak 
ers  are  currently  running  about  half  a 
mile  per  gallon  below  the  truck  CAFE 


DDDCE  RAm 


Dodge's  distinc- 
tively styled 
Ram  pickup 
truck  line  adds 
a  big  V-10 
engine  in  1996 
that  outpowers 
the  competi- 


tion. The  488 
cu.  in.  power 
plant  produces 
300  horsepow- 
er and  450 
pound-feet  of 
torque. 


miiimiiirtiiwif  jii'>iiri'nff<>tft'Jlit».wwi*'ii'''i«'i''^' 


Ironically,  it's  the  quiet 
trucks  mat  give  you 
the  most  volume. 


riic  engineers  of  Dodge  Ram  and  Dodge 
hm\  Club  Oib  spent  a  great  deal  of  their  time 
n  isolation. 

rhe\  spcnl  lime  isolating  \\ind  noise,  for 
.  -  example,  by 

triple-sealing 

'        r^^^KKF   -^JflVf  byerealinga 

■  1^     jH^^     fonii-fitting  cover 

'  W^m  ■      ^('^^^^^^^  antenna. 

^^^^         isolate  road  noise 
A  ith  a  mastic  floor  covering  that  absorbs  sound. 
\nd  the>  helped  isolate  engine  noise,  utilizing 
a\creti  soiind-deadening  materials. 

All  t>f  which  served  to  create  a  living  area  in 
\  Inch  \oH  will  feel  comfonably  isolated:  the 
j>acious  interior  of  Dodge  Ram  and  Dodge  Ram 
lub  Cab.  Tlie  roc»miest  pickups  on  the  n>ad. 


;':    Within  Ram's  interior  you  can  enjoy  the 
convenience  of  an  available  40/20/40  bench  seat, 
with  a  fold-down  center  console  that  turns  your 
tmck  into  a  mobile  office.  Ram  regular  cab  offers 
an  ingenious  behind-the-seat  storage  system. 
While  Ram  Cliib  Cab's  tip  and  slide  seating  ; 
provides  easy  access  to  the  rear  passenger  area.  ■ 
The  rear  seat  itself  is  refreshingly  large  and 
constructed  utilizing  Dyinetrol a  revolutionary 
material  that  confoniis  to  the  occupant's 

■    Here's  more' com-  W^/^  SH^ll^m 

foiling  news:  Dodge  ^  ^  '^^m^mm  ' 
Riim  has  better  resale  '       .  » 

value  than  Ford,  i,  ^-^ 

Chevy  or  GMC*  -^^^^ 

For  still  more  V 
infoniiation.  call  1  -S(X)  4  A-DODGF. 


Americas  Truck  Stop       The  New  Dodge 


Always  wear  yom  seal  bolt  ftir  a  ft)lly  citiectivc  aiibag.  •  .  Wc  caloiilafcd  resale  using  a\  g.  Iiadc  in  \  alnps  for  fnll  we  '^4  nioiicls  \  s  MSK1\. 
puWislipd  in  '9.S  Jan.  .Iul>  N.A.iy  A.  Official  Vs<?d  Cor  Guidr^monM).  cdilions.  I'sc  o(  ijicsc  >  allies  lUics  noi  ennsdlnlc  N  AHA's  eniloi\cn.)cnl 
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standard^  They  are  allowed  to  use  cred- 
its from  other  years  to  avoid  paying 
fines  for  the  shortfall,  due  mainly  to 
consumer  demand  for  big  trucks  and 
big  engines.  "The  market,"  notes 
Chrysler's  Robertson,  "clearly  is  not 
voting  for  CAFE  or  the  things  that  help 
improve  CAFE  " 

All  that  could  change  suddenly  with 
another  fuel  crisis,  of  course.  Truck 
manufacturers  are  steadily  improving 
the  fuel  economy  of  their  models  and 
have  tried  to  broaden  their  lineup  of 
engine  options  Still,  concedes 
Robertson,  "A  fuel  shock  would  be  a 
problem  for  everybody." 

WOT  5UV5 

The  explosion  in  demand  for  sport  util- 
ity vehicles  is  nothing  short  of  phenom- 
enal Sales  were  up  about  12%  last  year 
alone,  and  are  running  well  ahead  of 
that  now.  Volume  topped  1.5  million 
units  in  1994  and  should  easily  surpass 
that  level  this  year. 

The  boom  has  attracted  more  than 
22  SUV  nameplates  so  far,  and  more  are 
on  the  way.  Among  the  producers 
either  expanding  their  SUV  lineups  or 
reportedly  planning  to  plunge  into  the 
market  are  Acura,  BMW,  Chevrolet, 
Dodge,  Ford,  CMC  Truck,  Infiniti,  Kia, 
Land  Rover,  Lamborghini,  Lexus, 
Lincoln,  Mercedes-Benz,  Mercury, 
Mitsubishi,  and  Toyota.  "Every  manu- 
facturer," concludes  Aaron  Shin,  mar- 
keting plans  manager  for  the  Explorer 
SUV  and  Ranger  pickup  at  Ford  Motor 
Co.,  "wants  to  be  in  that  market." 

It's  not  just  a  question  of  sales  vol- 
ume SUVs,  especially  those  at  the  luxu- 
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ration  instead 
of  the  previous 
unitized  con- 
struction, it 
offers  a  new 
interior  and 
more  room. 


Chevrolet's  full- 
size  van  gets 
a  new  name, 
Express,  and 
its  first  major 
redesign  in 
more  than  two 
decades.  Now 
built  with 
a  "body-on- 
frame"  configu- 


ry  end  of  the  market,  also  offer  their 
manufacturers  very  attractive  profit 
margins.  But  are  there  enough  buyers 
to  support  all  those  manufacturers 
vying  to  capture  a  piece  of  the  sport 
utility  market'?'  Producers  are  very 
determined  to  succeed.  "You  almost 
have  a  situation  where  failure  is  not 
allowed,"  says  Ken  Thomas,  the  sales 


and  marketing  manager  largely  respo 
sible  for  the  new  SUV  Lexus  plans  to 
introduce  next  year. 

Marketing  experts  say  consumers 
like  sport  utility  vehicles  because  the'i 
satisfy  such  a  broad  range  of  needs 
What  other  vehicle  combines  the  safe 
and  security  of  four-wheel  drive,  i 
roominess  for  passengers  and  cargo,  l\ 
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1^  General  Motors 

Among  the  top-ten  volume  corporations 
selling  1995  cars  and  trucks  in  the  U.S.* 

-  J.  D.  Power  and  Associates 


This  ad  is  made  possible  by  all  the  hard-working  men  and 
women  of  General  Motors,  its  dealers,  retailers,  and  suppliers. 

CHEVROLET  PONTIAC  Oiasmobile 

'Including  General  Motors  Corporation,  Chrysler  Corporation,  I-'ord  Motor  Company,  American  Honda  Motor  Company,  Hyundai  Motor  of 
America,  Mazda  Motor  of  America,  Mitsubishi  Motor  Sales  of  America,  Nissan  Motor  Corporation,  Toyota  Motor  Sales  U.S.A.,  Volkswagen  of 
America.  (Based  on  J.D.  Power  and  Associates  1995  New  Vehicle  Sales  Satisfaction  Index  Study,''"  which  includes  measurement  of  owner  satisfac- 
tion with  sales  experience,  delivery  and  initial  vehicle  condition  after  the  first  90  days  of  ownership.) 
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high  seating  position,  and  the  abihty  to 
double  as  an  off-road  play  vehicle'?' 
Says  Shin,  "It's  one  vehicle  that  offers 
everything  people  want." 

COLDEn  DEmOCRAPUICS 

Another  reason  manufacturers  are 
jumping  into  the  sport  utility  market  is 
that  such  vehicles  attract  the  highest 
income  group  of  any  major  vehicle 
market  segment.  Average  household 
income  for  buyers  of  top-end  Jeep  and 
Ford  Explorer  models  are  over 
$100,000,  for  example,  and  such 
households  frequently  own  a  luxury 
car  as  a  second  vehicle. 

Manufacturers  see  plenty  of  sales 
growth  for  SUVs.  About  four  out  of  five 
SUV  buyers  previously  owned  some 
other  form  of  vehicle.  At  the  same 
time,  half  of  existing  SUV  owners  buy 
another  one,  a  relatively  high  repur- 
chase rate. 

Such  research  tells  marketers  that 
SUVs  are  a  "life  style"  vehicle  rather 
than  a  "life  cycle"  vehicle.  Conclusion: 
sport  utilities  represent  a  more  endur- 
ing market  than,  say,  sports  cars.  Says 
Ford's  Shin,  "People  tend  to  come  into 
the  segment  and  stay." 

T4-IE  nElU  QLDIE 

Forerunners  of  the  sport  utility  vehicle 
date  as  far  back  as  the  1930s  Four- 
wheel  drive  has  been  around  since 
World  War  II.  Ford  and  Chevrolet 
introduced  their  first  SUVs  in  the 
1960s. 

Those  early  SUVs  were  little  more 
than  pickup  trucks  with  enclosed  load 
beds  Rough-riding  gas-guzzlers,  the 
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vehicles  appealed  primarily  to  true 
sportsmen  who  didn't  mind  a  bare- 
bones  interior  and  lack  of  carlike 
amenities. 

Oil  shocks  and  a  sluggish  econotny 
all  but  obliterated  interest  in  these 
early  off-road  vehicles  by  the  end  of 
the  1970s.  When  the  genre  was  rein- 
vented in  the  early  1980s  by  the  arrival 
of  the  smaller  and  more  fuel-efficient 
Chevrolet  S-10  Blazer  and  Ford  Bronco 
II,  sales  of  SUVs  zoomed.  Compact 


sport  utilities  currently  claim  about 
90%  of  the  SUV  market. 

The  1980s  also  saw  consumers 
telegraphing  their  desire  for  SUVs  wit! 
four  doors  and  fancier  interiors.  Until 
then,  sport  utility  vehicles  evolved 
slowly.  No  wonder,  since  they  shared 
many  components  with  pickup  trucks 
that  were  being  redesigned  only  ever 
10  years  or  so.  Jeep  Cherokee  and 
Wagoneer  were  first  with  four-by-foui 
four-doors. 


JEEP  CAARD  CUEAOKEE 


The  Jeep  Grand 
Cherokee 
offers  engine 
improvements 
and  refined 
ride  and  han- 
dling in  1996. 
There's  an  all- 
new  interior, 


too,  that 
includes  better 
positioning  for 
switches  and 
overall 

improvement  in 
ergonomics. 


IT'S  EASY  TO  SEE  THE 
ADVANTAGES  OF  OUR  V8  ENGINE 
WHEN  THE  HOOD  IS  RAISED 


iE  NEW  JEEP  GRAND  CHEROKEE 

At  Jeep,  we've  always  had  a  slightly  different 
at  on  driving.  Of  course,  due  to  some  of  the  most 
/anced  technology  ever  to  hit  the  road,  that  slant 
jsually  caused  by  a  steep  mountain  face. 

With  220  horsepower  and  300  foot-pounds  of 
que,  the  new  Grand  Cherokee  Limited  4x4 
irs  the  most  powerful  V8  engine  available  in  its 
ss.*  A  power  plant  made  even  more  impressive 
the  new  "on-demand"  exclusive  Quadra-Trac 
ir-wheel  drive  system  that  can  detect  wheel 


slippage  and  transfer  power  to  the  wheels  with  the 
most  traction.  As  for  feeling  safe,  dual  front  air  bags,+ 
side-door  guard  beams,  and  four-wheel  anti-lock 
brakes  all  come  standard. 

To  find  out  more,  visit  your  Jeep  dealer.  If  you 
prefer,  call  1-800-925-JEEP,  or  visit  our  Web  site  at 
http://www.jeepunpaved.com  YouU  discover  that 
its  advantages  are  easy  to  see  — from  every  angle. 


Jeep 


THERE'S  Only  One 


Jrce  of  Class:  Aiitoinoiivc  News,  5/95.  tAlvvays  wear  your  seat  bell-  Jeep  is  a  regislcrcd  trademark  of  Chrysler  Corporalion. 
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AARCE  AOVER 


The  new  Range 
Rover  4.0SE 
adds  improved 
road  manners, 
an  all-new  inte- 
rior, and  auto- 
matic climate 
control  to  its 
long  list  of  lux- 
ury features. 


The  vehicle 
continues  to 
provide  leg- 
endary off-road 
capabilities. 
Base  price  is 
around 
$54,700. 


The  modern  SUV  market  came  inn! 
its  own  in  1990  when  Ford  rolled  out 
Its  four-door  Explorer.  That  model  li.i' 
been  the  best-selling  SUV  ever  since, 
currently  claiming  about  29%  of  the 
sport  utility  market  and  ranking  fourti 
among  America's  top-selling  cars  and 
trucks.  Four-door  configurations  domi 
nate  the  SUV  segment  and  are  spread- 
ing into  the  mini-SUV  market,  too. 

moRE  niCU€5 

SUVs  makers  are  stretching  both  ends 
of  the  sport  utility  market  in  1996.  Ai 
the  top  end,  Ranger  Rover  will  be 
joined  in  the  $40,ooo-plus  bracket  by 
the  LX  450  from  Lexus.  The  model  will 
be  based  upon  the  Toyota  Land  Cruise 
an  all-terrain  vehicle  Toyota  first 
imported  to  the  United  States  in  1958. 

At  the  other  end,  Toyota  jumps  intc 
the  expanding  mini-SUV  market  this 
year  with  its  little  RAV4.  Available  with 
two  or  four  doors,  the  model  features 
unitized  body,  full-time  four-wheel 
drive,  and  a  smooth  ride.  "It's  a 
hybrid,"  suggests  Bryan  Bergsteinsson, 
vice-president  of  Toyota's  pickup  anrl 
sport  utility  vehicle  team,  "but  that 
doesn't  mean  it  doesn't  have  off-road 
capabilities." 

Another  new  mini-SUV  entry  in  199! 
is  Kia's  Sportage  (about  $15,300),  a  four 
door  4x4  with  such  standard  features  a 
power  mirrors  and  alloy  wheels.  The 
nimble  Sportage  has  about  the  same 
interior  room  as  a  compact  sedan. 

In  the  middle  of  the  pack,  GM  has 
rolled  out  all-new  versions  of  its  com- 
pact Blazer  and  GMC  Jimmy  SUVs 
(about  $20,000)  for  '96.  The  trucks 
offer  a  variety  of  suspension  packages, 


We 

thought  of 
ever}ahirig. 


Chapter  Seven 


driver-side  sliding  door,  you  can 
spend  less  time  running  around 
A  lower  step-up  height  adds 
to  the  convenient 


The 
new  Dodge 
Caravan's  wider 
stance  and  more 
horizontal  steering  <  < 
result  in  an  improved  . . 
feel  behind  the  wha 


Some  features 
you'll  appreciate 
right  away, 


The  new  Caravan  offers  a 
persotial  alarm  system  that  you 
can  turn  on  or  off  by  remote  control . 


The  first  time  you 
load  the  new 
Caravan,  you'll  notice  it 
has  lots  more  room.  And 
with  more  cubby  spaces 
ind  storage  areas, 
it  packs  more 
efficiently, 
too. 


,^    Our  available  166-horsci 
3.8L  V-6  gives  you  an 
extra  measure  ofconfi 
E  Ktl  M'^'^"  merging  i 
the  fi-eev,'ay. 


A  lightweight  aluminum  cross  member 
cradles  the  independent  front  suspension. 
At  the  attach  points,  tuned  rubber  isolators  are 
used  to  give  Caravan  an  even  smoother  ride. 


ES 


BRAKES 


A  sii>i!ij!caii!iy  snorter  !tirnini> 
circle  makes  the  new  Caravan 
easier  to  park. 


-lock  brakes. 
I  help  you  brake 
I  -teer  your  way 
j  -yf  danger,  are 
]  idard,  as  are 
!  Jer  and  front 
mger  airbags 


When  you  head  out  on  a  long  trip, 
you'll  appreciate  the  smoother  shifts  of  our 
new  available  interactive  cruise  control. 


Our  highly  protective,  eight-step  finishing  process 
includes  a  full-body  powdered  anti-chip  primer  coat 
and  tMv  separate  clear  coat  applications.  All  of 
which  means  you  should  be  admiring  Caravan's 
brand-new  look  for  years  and  years. 


■airoags.       ^  # 

Others  will  tate 
100,000  miles. 


'ithour2.4L  DOHC 
-cylinder.  3.0L  V-6,  3.3L  V-6, 
and  3.8L  V-6  engines,  you 
get  more  of  what  Caravan 
is  known  for:  choices. 


lOOOOC 


()/(/■  available  3.3L  and  3.<SL  \  '-6s  are  so 
advanced,  they  can  run  100,000  miles 
befive  a  scheduled  tunc-up. 


The  new  Dodge  Caravan  is  backed  by  our  Customer  One  C(//r'"  3-year  or  36.000-nule 
bumper-to-bumper  warranty  and  3/36  Roadside  Assistance.  Plus,  there's  a  7-year  or 
100.000-mile  outer  body  rust-through  warranty  on  top  of  that.* 


The  New  Dodge  Caravan  i^J^ 


We  think  you'  II  agree,  we  th<)iij>ht  of  everythiiii^.  But  if  you  can  think  of  anxthiitg  else  you'd  like  to  know, 
call  l-H()0-4-A-DODGE.  And  we'll  send  y(ni  all  kinds  of  infvmation. 


The  New  Dodge  Caravan 


Just  as  original  as  the  originaC 


Ah\  a\ s  w'f'di  voni  \cti!  hell 

\Sev  limited  nuiianlics  &  icxliu'linits  ul  ilvalci.  Excludes  iiiiiiiial  niaiiilcihiiiic  iS  wctir  ilcnis. 


Paper  contains  ten  percent  recycled  material 
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)re  ergonomic  interiors,  and  195- 
rsepower  engines  that  can  propel 
3  vehicles  from  zero  to  60  m.p.h.  in 
;s  than  9  seconds.  Ford,  meanwhile, 
buts  a  V-8  for  its  four  wheel-drive 
plorer.  The  bigger  engine  was  made 
ssibie  by  last  year's  redesign  of  the 
plorer's  front  suspension. 
Looking  for  something  a  little  larger 
an  SUV'i'  GM  is  positioning  its  new 
jr-door  Chevrolet  Tahoe  (previously 
own  as  the  full-size  Blazer)  and  GMC 
kon  (each  vehicle  base-priced 
3und  $27,000)  as  "medium-sized" 
Vs.  The  new  models  are  more  than  a 
Dt  longer  than  a  Ford  Explorer 


ASTAO  VAn 


but  about  18  inches  shorter  than  a 
Chevrolet  Suburban. 

UQUI  TOUCU? 

Buyers  almost  always  mention  the 
SUV's  image  of  ruggedness  as  an  impor- 
tant factor  in  their  purchase  decision. 
About  75%  of  Ford  Explorer  buyers  opt 
for  four-wheel  drive,  for  example.  Yet 
only  about  5'^.  of  SUV  owners  ever  take 
their  vehicles  off-road. 

Balancing  a  macho  image  with  the 
realities  of  how  SUVs  are  actually  used 
makes  marketing  such  vehicles  tricky. 
"People  want  carlike  attributes  in  an 
SUV,"  says  Toyota's  Bergsteinsson. 


hevrolet's 
lid-sized  Astro 
3n  has  an  all 
Bw  interior 
ith  updated 
eats  and  trim, 
nd  a  new 


instrument 
panel  with  con- 
trols that  are 
easy  to  use. 
Dual  airbags 
are  standard. 


"They  want  leather  interiors,  cruise 
control,  sun  roofs,  CD  players,  and 
power  windows.  And  they  want  to  be 
able  to  get  into  and  out  of  it  easily." 

If  that's  the  case,  why  not  just  start 
with  a  car  and  make  it  look  like  an 
SUV?  Many  manufacturers  are  reluctant 
to  try.  They  fear  consumers  would 
reject  a  sport  utility  vehicle  whose  per- 
formance level  doesn't  measure  up  to 
its  image— even  though  that  perfor- 
mance might  never  be  put  to  the  test. 

Indeed,  some  truck  makers  don't 
like  using  the  term  "carlike"  to  describe 
anything  about  their  SUVs.  They'll 
agree  their  vehicles  include  many  of 
the  amenities  of  a  car,  but  they  want  it 
clear  that  sport  utility  vehicles  occupy 
their  own  exclusive  category. 

Some  manufacturers,  many  of  them 
Japanese,  seem  more  willing  to  explore 
the  fuzzy  boundary  between  car  and 
truck.  They've  been  testing  demand  for 
hybrid  vehicles  for  several  years. 

Subaru,  for  example,  rolled  out  its 
'96  Outback  wagon  this  year  with  full- 
time  four-wheel  drive,  higher  ground 
clearance,  and  a  more  powerful  engine 
that  its  more  highway-oriented  Legacy 
sedan.  The  company  calls  the  vehicle 
America's  first  sport-utility  wagon. 

More  exotic  car/truck  combos  are 
under  study.  One  of  them,  Hyundai's 
experimental  HCD  III,  is  a  little  two- 
seater  intended  to  combine  the  han- 
dling of  a  true  sports  car  with  that  of 
an  SUV.  The  one-of-a-kind  vehicle 
sports  a  240  horsepower  engine  and 
quick-change  suspension  system  that 
raises  it  three  inches  and  adjusts  the 
shock  absorbers  for  off-road  travel. 
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If  you  want  to  end  any  quibbling 
about  just  how  macho  your  SUV  is, 
there's  only  one  vehicle  for  you:  AM 
General's  Hummer  (base  price: 
$53,600).  Developed  as  a  successor  to 
the  military  Jeep,  this  seven-foot-wide 
monster  can  climb  a  6o°grade  and 
wade  through  two  feet  of  water.  Its  16 
inches  of  ground  clearance  is  about 
twice  that  of  conventional  SUVs.  This 
year  AM  General  adds  more  models, 
including  ones  that  resemble  pickup 
trucks  and  station  wagons. 

VflnS  KEEP 
RDLLinC 

Vans  have  been  around  about  as  long 
as  any  other  form  of  truck.  Last  year 
they  captured  nearly  1.7  million  sales  in 
the  United  States,  75%  of  them  mini- 
vans. 

It  wasn't  always  that  way.  Vans 
started  out  as  commercial  vehicles. 
Manufacturers  were  surprised  at  the 
jump  in  demand  by  'civilian"  buyers 
when  they  first  bolted  in  a  few  rows  of 
seats  decades  ago. 

Vans  took  another  leap  in  the  1960s 
when  young  drivers  discovered  their 
use  as  rolling  apartments.  Vans  didn't 
become  the  family  vehicle  of  choice 
until  1983  when  Chrysler  Corp.  began 
building  Its  first  Plymouth  Voyager  and 
Dodge  Caravan  twins. 

These  front-wheel  drive  minivans 
defined  a  new  class  of  vehicle.  For  one 
thing,  front  drive  meant  a  lower  and 
more  accessible  floor  And  Chrysler 
built  Its  minivans  around  automotive 
components  rather  than  reconfiguring 
a  truck  frame.  The  result  was  unlike 


FOAD  f-5EAIES 


Ford's 
redesigned 
F-Series  pickup 
truck  is  roomi- 
er, with  bigger 
doors,  a  lower 
floor,  and 
improved  han- 


dling. A  new 
dashboard 
includes  larger 
control  knobs 
and  passenger 
side  airbag. 


anything  consumers  had  seen  before:  a 
remarkably  roomy,  comfortable,  and 
quiet  van  that  drove  like  a  car.  Parents 
instantly  adopted  it  as  a  practical  sub- 
stitute for  the  venerable  station  wagon. 

It's  been  a  love  affair  ever  since. 
Minivan  sales  totaled  about  1.2  million 
units  last  year,  and  some  experts  pre- 
dict demand  could  soar  by  33%  over  the 
next  few  years. 

cuausLER's  HEUJ  mini 

When  your  products  command  nearly 
two-thirds  of  a  market,  you  want  to  be 
very  careful  about  "improving"  them. 


That  was  Chrysler's  quandary  in  deci- 
ing  to  spend  some  $2.3  billion  overh.< 
ing  its  12-year-old  Voyager  and  Cara  n 
minivans.  Both  vehicles  have  been 
challenged  by  the  popular  Windstar 
minivan  that  Ford  introduced  last  ycr 
Chrysler's  answers  are  all-new  md 
els  that  reflect  the  Windstar's  aerod 
namic  styling,  but  in  a  package  that 
manages  to  look  smaller  on  the  outsi 
than  it  is  on  the  inside.  (The  new  vai 
were  recognized  with  a  gold  product 
design  award  this  year  from  the 
Industrial  Designers  Society  of  Amer 
and  Business  Week.) 
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ONLY  YOUR  MOTHER  IS  MORE 

OBSESSED —  SAFETY. 


Where  would  we  be  without  our  mothers?  They  take  care  of  us  and  protect  us.   So,   we're  proud 


to  say,  when  it  comes  to  safeguarding  drivers,  at  FORD  MOTOR  COM  PAN )'  our  maternal  instinct 
becomes  very  apparent .  You  can  feel  it  in  our  TRACTION  CONTROL  system,  .ind  in  our 
ANTI-LOCK  BRAKES.  It's  why  DUAL-AIR  BAGS*  are  standard  in  all  our  cars.  And  why 
ROADSIDE  ASSISTANC  E  is  available  24  hours  a  day.  We're  also  developing  a  Vision 
Enhancement  System  —  to  help  drivers  when  "mother"  nature  acts  up.  All  this  might  be 
considered  obsessive.  But  at  Ford  Motor  Company,  we  believe  such  commitments  to  safety 
and    security    will    enhance    the    quality    of    all    our    lives.    Besides,    it's  Jor  your    own  good. 


Ford     ♦     Ford  Trucks 


Lincoln     •  Mercury 


OjU  ALITY     IS     JOB  1 


Special       Advertising  Secti 


TOyOTA  TACOmA 


Toyota's  new 
compact  pickup 
is  California- 
designed  and 
built.  The 
Tacoma  offers 
more  powerful 
engine  options, 


tighter  steer- 
ing, revised 
front  suspen- 
sion, redesign- 
ed instrument 
panel,  and  an 
all-new  body. 


Chrysler's  new  minis  are  roomier 
with  up  to  w'l  more  space  for  people 
and  27%  more  for  cargo.  Outside,  they're 
considerably  more  rounded  than  their 
predecessors.  Window  area  is  30%  larg- 
er and  the  vehicles  have  a  lower  "belt- 
line"— the  bottom  edge  of  the  side  win- 
dows—for a  sleeker  and  sportier  look. 
The  turning  radius  is  about  three  feet 
tighter.  And  both  lines  offer  a  new,  16- 
valve  four-cylinder  engine 

More  convenience  features  have 
been  added,  too.  One  of  the  most  obvi- 
ous IS  an  optional,  driver-side  rear  slid- 
ing door  to  complement  the  one  on  the 
passenger  side.  Already-low  door  sills 


are  another  1.4  inches  lower.  The  rear 
bench  seats  now  come  equipped  with 
small  rollers  to  make  removal  easier. 
And  an  unusual  cup  holder  design  for 
front  passengers  can  grab  everything 
from  a  luice  box  to  a  coffee  mug. 

mORE  REf  inEfTIEnTS 

Unlike  SUV  makers,  minivan  producers 
are  eager  to  make  their  vehicles  perform 
more  like  cars.  That  means  more  power- 
ful engines,  tighter  and  more  responsive 
suspensions,  and  an  ever-growing  array 
of  new  convenience  features. 

Doors  are  a  good  example. 
Chevrolet  introduced  a  remote-con- 


trolled power  option  for  the  side  slic 
ing  door  of  its  Luinina  Minivan.  The 
system  allows  grocery-laden  drivers 
open  or  close  the  passenger  side  rea 
door  by  pressing  a  button  on  their  k( 
fobs.  Other  manufacturers  are  thinki 
of  adding  a  similar  feature. 

Minivan  makers  also  are  beginnin 
to  offer  a  sliding  door  on  the  driver's 
side  of  the  vehicle.  Don't  like  sliding 
doors?  Some  minivans— Honda's 
Odyssey  and  its  twin,  the  Isuzu  Oasis 
being  the  latest— offer  the  same  hing( 
door  arrangement  you'd  find  on  a  foi 
door  sedan. 

FRESH  FACES 

It's  not  everyday  that  Detroit  redesigi 
its  full-size  vans.  In  fact,  it  only  hap- 
pens every  25  years  or  so.  For  1996, 
both  CM  and  Ford  are  offering  all-ne\ 
versions  of  their  big  vans. 

Previously  built  around  an  integra' 
ed  "unibody"  configuration,  the  two 
lines  now  feature  the  "body-on-frame 
construction  found  in  big  pickup 
trucks.  GM  and  Ford  say  their  new 
designs  offers  more  room,  better  intei 
ors,  and  improved  load  capabilities.  1 
Chrysler  continues  to  use  a  lighter  anl 
less  expensive  unitized  body  construe 
tion  for  its  full-size  van. 

Big  vans  are  used  overwhelmingly 
for  such  commercial  purposes  as  deliv 
ery  vans  and  airport  shuttle  buses. 
Many  are  sold  to  the  van  conversion 
industry, 

FflnCU  PICKUPS 

Sport  utilities  and  vans  may  soak  up 
most  of  the  limelight  in  the  truck  mar-' 


—  IT  FITS  YOUR   PERSONALITY  LIKE  A  FAVORITE 
PAIR  OF  JEANS.  AND  SINCE   IT'S  A   FULL-SIZE.  YOU 
GET  A  LITTLE   MORE   ROOM   IN  THE  SEAT.— 


There's  nothing  like  your  favorite  pair  of  jeans.  And  there's  nothing  like  the  TIOO. 

,|  With  a  24-valve,  190-horse  V6,  it  has  more  power  than  both  the  Ford  F-150  and  the 

^    Dodge  Ram*  But  the  TlOO  Xtracab  goes  way  beyond  just  rugged  power.  Its  sleek 
styling.  Confident  handling.  Spacious  interior.  And  an  extremely  comfortable  ride 
make  it  the  first  full-size  truck  to  ever  boast  such  intelligent  engineering. 

In  fact,  J.D.  Power  and  Associates  ranked  it  the  Best  Full-Size  Pickup  in  Initial  Quality  in 
1991.**  And  they've  continued  to  do  so  every  year  since. 

Check  out  the  Toyota  of  Big  Trucks,  the  TIOO  Xtracab.  If  it's  power  and  sophistication 

you're  looking  for  in  a  truck,  we've  got  one  in  your  size.  TOYOTATlOO 

I  love  what  you  do  for  me 


ill  1-800-GO-TOYOTA  or  visit  our  Web  Site  at:  http://www.toyota.com  for  a  brochure  and  location  of  your  nearest  dealer.  ©1995  Toyota  Motor  Sales,  USA, 
Buckle  Upi  Do  it  for  those  wfio  love  you  Toyota  reminds  you  to  Tread  Lightlyi  '  on  public  and  private  land  '1996  TIOO  V6  vs,  1996  Ford  F-150  and  Dodge  Ram  pickups  witti  standard  6  cyl,  engines  '  "J  D, 
Power  and  Associates  1991-1995  Ligtit  Truck  Initial  Quality  Studies.™  1995  study  based  on  a  total  of  14,059  consumer  responses  indicating  owner-reported  problems  during  tfie  first  90  days  of  ownership. 


ket,  but  pickups  are  still  the  sales  vol- 
ume king.  Last  year  Americans  pur- 
chased nearly  2.9  million  of  them. 

Full-size  pickups,  which  sagged  in 
the  1980s  as  budget-conscious  buyers 
opted  for  compact  trucks  instead,  are 
back.  Sales  reached  almost  1.7  million 
last  year,  up  roughly  40%  over  average 
levels  in  the  1980s. 

Analysts  predict  more  truckers, 
especially  those  now  driving  small 
pickups,  will  move  to  the  roomier  cock 


cmc  sonomA 


pits  and  bigger  load  beds  of  full-size 
models.  New  for  '96;  Ford's  redesigned 
F-series  models,  with  a  sculpted  nose 
somewhat  similar  to  Ford's  just- 
redesigned  Explorer  SUV. 

Demand  for  small  pickups  peaked  at 
more  than  1.4  million  units  in  1986.  Sales 
having  been  running  at  1  million-plus 
for  the  past  several  years  and  aren't 
expected  to  rise  unless  fuel  costs  jump. 
Priced  well  below  big  pickups,  these 
trucks  have  long  been  especially  popu- 


lar among  first-time  vehicle  buyers. 

Perhaps  the  fastest-growing  featun 
in  the  pickup  market  is  extended  cabs 
that  add  room  for  gear  or  more  passer 
gers.  This  year  Ford,  Chevrolet,  and 
GMC  Truck  add  a  new  wrinkle-,  a  third 
door  that  improves  access  to  the  area 
behind  the  front  seats.  The  extra  door 
is  an  option  on  the  driver  side  for 
Chevrolet  Sio  and  GMC  Sonoma  com- 
pact pickups,  and  on  the  passenger  sic 
for  full-size  pickups  from  Ford  and  the 
two  CM  divisions.  CM  prefers  to  call 
the  door,  which  can  only  be  opened 
from  inside  after  the  front  door  is  opei 
an  "easy  access  system." 

PQUJER  PULLERS 

Heavy-duty  pickups  are  intended  for 
owners  with  big  towing  jobs  in  mind. 
Here's  where  you'll  find  some  of  the 
most  powerful  engines  on  the  road. 

Consider  the  Magnum  V-io,  Dodge's 
new  lo-cylinder  gasoline  engine.  The 
488-cubic-inch  powerplant  churns  out 
300  horsepower  and  a  stump-pulling 
450  pound-feet  of  torque.  Specify  it  in 
heavy-duty  Dodge  Ram  pickup  and 
you're  ready  to  pull  13,000  pounds  of 
payload.  The  new  engine  is  even  more 
powerful  than  the  big  460  cu.  in.  and 
454  cu.  in.  V-8s  from  Ford  and 
Chevrolet,  respectively. 

CRflPHic  TPEflTmenT 

Racing  stripes  and  other  body  graphics 
were  popular  on  cars  a  decade  ago. 
Today  they're  hotter  than  ever  on  pick- 
ups. For  some  lines,  more  than  80% 
come  equipped  with  jazzy  graphics  on 
the  side. 


The  compact- 
sized  GMC 
Sonoma  shows 
the  more 
rounded  lines 
typical  of  the 
newest  pickup 
trucks.  A  vari- 


ety of  cab  and 
box  configura- 
tions are  avail- 
able, including 
a  sporty  GT 
version. 


...BUT  WE   STILL   FELT   THE  NEED 

After  more  than  90  years  of  experience  in  trucks  and  only  trucks,  we've  learned  to  consfl 
strive  for  something  more.  Something  breakthrough.  A  little  something  on  the  i 

Introducing  our  new,  convenient  3rd  Door,  an  industry-wide 
from  GMC  Truck'.  Available  on  select  Club  Coupe  GMC  Si 
the  3rd  Door  delivers  unprecedented  utility  in  a  pickup.  It  pre 
easier  entry  or  exit  for  passengers,  as  well  as  improved  lo 
g  or  unloading  for  other  precious  cargo.  Of  course,  our  (j 

II.,. I.,  nther  GM  products  \ci  tic.ilcr  for  availability.  1995  GM  Corp.  All  rights  reserved.  GM,  GMC,  GMC  Truck,  Sierra,  and  the  GMC  Truck  li 
regi.stered  trademarks  ot  General  Motors  Corporation.  Buckle  up,  America! 


ITTLE   SOMETHING  ON   THE  SIDE. 


'eakthrough  ideas  didn't  end  there.  All  1996  GMC  Sierra  Vortec  V8  engines  will 
t  from  an  increase  in  power  and  an  advanced  fuel  delivery  system.  The  result  in 
our  legendary  5.7  liter  V8  is  a  potent  increase  of  over  27  percent  in  horse- 
\  power,  and  over  6  percent  in  torque.  So  if  you  feel  the  need  for 
something  more  and  something  on 
Jide.    call    1-800-GMC-TRUCK   and    ask  about 

MC  Sierra.  We're  confident  you'll  be  impressed.     ■■■■■^THE  STRENGTH  OF  EXPERIENCE 


C3MCZ 

TRUCK 


Sierra 


Special       Advertising  Secti^ 


Manufacturers  use  graphic  filtns  to 
add  distinction  to  a  pickup  or  van, 
change  its  apparent  proportions,  or  sig- 
nify a  special  edition  model.  Research 
suggests  consumers  perceive  that 
graphics  give  their  vehicles  more  value. 

Two  recent  surveys  of  truck  owners 
commissioned  by  3M  Corp.,  a  major 
supplier  of  vehicle  graphics,  confirm 
the  appeal.  Nearly  nine  out  of  lo 
respondents  liked  the  look  of  special 
graphics  and  half  said  they'd  prefer 
graphics  on  their  next  truck.  They 
equated  the  importance  of  graphics 
with  such  options  as  a  tachometer,  fog 
lights,  and  leather-wrapped  steering 
wheel. 

When  it  came  to  listing  reasons  for 
buying  a  particular  truck  model, 
respondents  to  the  3M  surveys  men- 
tioned graphics  as  often  as  they  did 
vehicle  quality,  seat  design,  and  inte- 
rior styling.  Overall,  women  liked 
graphics  even  more  than  men  did. 

BIG  TAUCK5, 

BIG  camfORT 

Light-duty  trucks  aren't  the  only  ones 
enjoying  red-hot  sales.  Demand  for  the 
heavy-duty  highway  haulers  has  sky- 
rocketed as  well,  doubling  between 
1992  and  1994  to  reach  205,000  units. 
Industry  observers  say  volume  could 
spurt  again  in  1996,  though  the  market 
for  big  trucks  has  always  been  volatile 
and  unpredictable. 

One  reason  for  the  current  boom  is 
that  the  nation's  aging  fleet  of  Class  8 
trucks  needs  replacing.  Another. 
There's  a  shortage  of  qualified  drivers, 
so  smart  fleet  operators  are  coddling 


their  crews  with  better  and  more  com- 
fortable equipment.  Today's  long-haul 
tractors  offer  their  drivers  vastly 
improved  working  conditions  than 
models  built  just  a  few  years  ago.  It's 
not  just  more  amenities.  Manufacturers 
are  paying  closer  attention  to 
ergonomics.  Cabs  are  being  designed  to 
accommodate  a  greater  range  of  driver 
weights  and  statures,  for  example,  to 
reflect  the  increasing  number  of  female 
truckers. 

The  newest  result  is  hitting  the  high- 
way right  now.  It's  the  Ford  AeroMax 


RAViSTAA 


9500,  the  industry's  first  all-new  tri 
in  many  years.  Development  of  the 
Class  8  tractor  was  guided  by  input 
some  6,000  truck  owners,  drivers, 
maintainers— including  one  of  the  t 
extensive  studies  of  driver  physiolo 
in  50  years. 

Ford  spent  more  than  three  year: 
developing  the  new  AeroMax  model 
first  big  tractor  designed  exclusively 
highway  use.  Among  its  features  are 
top-rated  instrument  panel,  cruise  c 
trol  buttons  on  the  steering  wheel, 
improved  aerodynamics  that  transla 


Navistar 
International's 
new  Hi-Rise 
Pro  Sleeper  is 
a  Class  8  trac- 
tor that  com- 
bines cockpit 
and  bunk  sec- 
tions into  one 


walk-through 
room.  The 
aerodynamic 
layout  features 
a  flat  floor, 
desk,  TV,  and 
microwave 
oven. 
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into  4.^%  better  fuel  econoiny  over 
Ford's  old  Class  8  tractor. 

UQTEL5  on  UJUEEL5 

Many  long-haul  truckers  have  taken 
their  bunks  with  them  for  years.  But 
sleeper  units  have  been  add-on  affairs 
that  were  cramped  and  awkward. 

That's  no  longer  true  today.  The 
newest  cab/sleeper  tractors  are  flat- 
floor  designs  with  the  walk-through 
convenience  of  a  small  motor  home. 
They're  also  well  equipped  with  every- 
thing from  closets  and  spot  lighting  to 
built-in  microwave  ovens  and  refrigera- 
tors with  icemakers.  To  accommodate 
the  increasing  use  of  driving  teams  for 
long-haul  work,  sleepers  can  be  speci- 
fied with  bunk  beds. 

Price  tags  on  fully-equipped  long- 
haul  tractors  start  around  $100,000.  Big 
rig  prices  have  held  fairly  steady  over 
the  last  five  years,  thanks  to  strong 
competition  and  improved  production 
efficiencies. 

BIC-TRUCK  SflFETU 

If  Other  vehicles  have  airbags,  why  not 
big  highway  rigs"^  At  least  one  manufac- 
turer, Volvo  GM  Heavy  Truck  Corp.,  is 
working  on  an  airbag  system  specifical- 
ly engineered  for  Class  8  tractors. 

Among  the  unusual  factors  to  be 
overcome  are  the  near-vertical  angle  of 
the  steering  column  and  the  chance  of 
multiple  impacts  due  to  the  large  mass 
of  big  trucks.  But  Volvo  says  its 
research  in  Europe  suggests  airbags  for 
highway  rigs,  coupled  with  seatbelt  use, 
could  reduce  driver  injuries  by  20I. 

Another  safety  item  is  radar  that 


detects  traffic  in  a  driver's  "blind  spot." 

Eaton  Vorad  Technologies  intro- 
duced a  radar  warning  system  for  big 
trucks  in  1994.  Called  the  EVT-200,  it 
wires  up  front-  and  side-mounted  vehi- 
cle sensors  to  an  electronic  controller 
box  and  driver  display  unit. 

Deico  Electronics  is  touting  its  own 
collision-warning  system,  dubbed 
FOREWARN,  for  both  cars  and  trucks. 
The  microwave  system  alerts  drivers  to 
dangerous  situations  by  sounding  an 
alarm  or  issuing  voice  commands 


iVIack,  perhaps 
the  best- 
recognized 
name  in  big 
trucks,  is  cur- 
rently celebrat- 
ing its  95th 
year.  Its  new 
Team  Manager 


truck,  a  four- 
door  with  room 
for  six,  is 
designed  for 
fire/rescue, 
emergency,  and 
utility  opera- 
tions 


through  the  vehicle's  audio  system, 
can  indicate  the  direction  from  whic 
an  impending  collision  may  occur  ai 
will  even  tap  the  brakes  momentari 
to  get  the  driver's  attention. 

BETTER  (TlEDIUmS 

The  medium-duty  truck  market— big 
delivery  vans  and  short-haul  rigs— is 
a  roll  of  Its  own.  Like  their  big  broth 
mediums  are  offering  buyers  improv 
durability  and  easier  operation. 

They're  also  getting  safer.  Big  rig; 
use  a  form  of  ABS  designed  for  the  a 
brake  system  they  use.  Mediums  wit 
air  brakes  use  a  similar  ABS.  Now  th 
medium-duty  truck  models  with 
hydraulic  brakes  such  as  those  foun( 
on  cars  and  light-duty  trucks,  are  ge 
ting  their  own  ABS  as  well. 

BOTTom  LinE 

Some  analysts  were  wondering  a  fev 
years  ago  if  the  truck  boom  would  la 
They're  not  wondering  now.  Trucks 
redefining  the  American  vehicle  mar 
ket,  perhaps  forever. 

Most  industry  observers  believe 
trucks  will  soon  account  for  half  of , 
new  vehicle  sales.  Could  they  grab  a: 
even  greater  share"?  The  answer  is  a 
clear  "yes"— if  trucks  can  give  con- 
sumers everything  they  had  in  a  car, 
and  more.  This  year's  crop  of  vans, 
pickups  and  sport  utility  vehicles  sut 
gests  they're  well  on  their  way  to  do 
exactly  that. 


William  Hampton  is  a  Detroit-base 
journalist  who  has  written  about  t 
truck  industry  for  24  years. 


Before  there 
was  Newt, 

there  was  Knute 


Knute  Rockne,  Coach, 
Notre  Dame,  1918-30. 
Inducted  1951. 


Discover  the  energy  of  college  football  at  the  new  College  Football 
Hall  of  Fame,  where  the  legends  of  college  football  come  to 
life.  Action-packed  interactive  displays  put  you 
in  the  middle  of  the  game,  while  reflective  photo 
galleries  and  time-honored  artifacts  celebrate  the 
history  and  lore  of  college  football's  greatest 
athletes  and  coaches. 

Explore  the  possibilities  of  the  new  College  Football 
Hall  of  Fame. 


The  National  Football  Foundation  is  pleased  to  present  the  new  College 
Football  Hall  of  Fame  in  South  Bend,  Indiana.  For  corporate  sponsorship 
information  please  call  the  Foundation  at  1-800-496-1865. 

■| 

College  Football  Hall  &Fame 


Ptiotograph  courtesy  of  Studebaker  National  Museum,  Inc. 


South  Bend,  Indiana 

World  Wide  Web  address  -  http://collegefootball.org/ 


ADVERTISEMENT 


A  TRADITION  IN  EXCELLENCE 


From  birth  in  a  Canton,  Ohio  auto- 
mobile showroom,  the  National  Football 
League  has  grown  to  ritual  status  in 
family  rooms  around  the  nation  and 
even  around  the  world. 

The  Super  Bowl  is  seen  on  televi- 
sion from  Iceland  to  China  and  19  of  the 
50  top-rated  television  programs  in  U.S. 
history  are  championship  football  games. 

Because  the  NFL  is  ubiquitous,  no 
other  sport  has  every  regular  and  post 
season  game  televised;  more  than  60 
major  corporations  utilize  the  NFL  in 
marketing  partnerships  worth  more 
than  200  million  dollars. 

Not  bad  for  an  Ohio  business 
startup!  Because  of  Ohio's  historic 
status  as  the  incubator  of  professional 
football,  the  legends  of  the  game  are 
enshrined  at  the  Pro  Football  Hall  of 
Fame  in  Canton. 

Ohio  has  learned  from  the  example 
of  the  enshrinees  in  the  Pro  Football 
Hall  of  Fame.  In  fact.  Governor  George  V. 
Voinovich  calls  the  Hall  "a  monument 
to  sustained  excellence,"  in  a  television 
commercial  touting  Ohio's  status  as 
first  in  the  nation  in  business  expansions 
and  tops  in  companies  that  export. 

Seventy-five  years  and  two  days 
after  the  Canton 
confab  which  gave 
birth  to  the  NFL,  the 
Ohio  Department  of 
Development  hosted 
the  inaugural  Pro 
Football  Hall  of  Fame 
Enshrinee  Golf  Classic. 

This  day  in  Canton 
was  a  perfect  illustration 
of  the  tie  to  greatness 
linking  the  enshrinees. 
Hall  of  Fame  and  State 
of  Ohio. 


The  beautiful  Glenmoor  Country 
Club,  designed  by  Ohio's  golfing  icon, 
Jack  Nicklaus,  was  tested  by  19  Hall  of 
Famers,  each  teamed  with  five  Ohio 
business  leaders.  It  was  reminiscent  of 
the  teamwork  shown  by  Canton  to 
bring  the  Pro  Football  Hall  of  Fame  to 
the  birthplace  city  in  1962. 

World  class  companies  like  Timken, 
Hoover  and  Diebold  all  call  Canton 
home  and  benefit  from  the  tribute  to 
excellence  in  their  community  for  all  to 
see.  But,  the  symbol  of  professional 
achievement  represented  by  the  Pro 
Football  Hall  of  Fame  is  felt  far  beyond 
Canton.  The  message  of  greatness  the 
Hall  represents  is  seen  on  every  NFL 
broadcast,  reaping  attention  Canton  or 
Ohio  could  never  afford  to  buy. 


The  marketing  works.  Two  out  of 
three  visitors  to  the  Pro  Football  Hall  a 
Fame  are  NOT  residents  of  Ohio.  The 
economic  benefit  of  this  traffic  to  Ohio 
totals  more  than  $50  million  each  ye.ir 

Now  the  brand  new  Rock  and  Rol: 
Hall  of  Fame  in  Cleveland  and  Natioii.ii 
Inventors  Hall  of  Fame  in  Akron 
promise  to  make  northeast  Ohio  a 
mecca  for  students  of  excellence. 

The  Pro  Football  Hall  of  Fame's 
ability  to  showcase  the  story  of  great- 
ness personified  by  each  enshrinee  s 
achievements  in  the  arena  of  competi- 
tion is  greatly  enhanced  by  an  $8.9 
million  expansion  project  which  moi  i 
than  doubles  the  Hall's  overall  size. 

The  $125,000  raised  by  the  first 
Enshrinee  Classic  helps  pay  for  the 


Quarterbacks  and  pass  rushers  are  friendly  m 
the  Hall.  Otto  Graham  and  Deacon  Jones  lour 
the  Pro  Football  Hall  of  Fame's  expansion. 


ADVERTISEMENT 


expansion,  while  creating  an  oppor- 
tunity for  tile  Oiiio  Department  of 
Development  to  sliowcase  many  otfier 
business  success  stories.  Tfie  event 
has  all  the  signs  of  becoming  an  Ohio 
tradition. 


0  Development  Director  Don 
?way  presents  Pro  Football 

'  of  Fame  Director  Pete  Elliott 

1  $125,000  check  for  Hall 
ansion. 


)eland  Browns  great  Paul  Warfield  and  Columbia 
of  Ohio  CEO  Ron  Tilley  ready  to  golf 


Special  Thanks  To: 
Ameritech 

Ben  Ball  Productions 
Business  Records  Corporation 
Business  Week 
Cameron  Coca  Cola 
Canton  Stark  County 

Convention  and  Visitor's  Bureau 
Champion  International 
Columbia  Gas 
Columbus  Southern  Power 
Converse 
Dynacraft  Golf 
Hoover  Company 
NFL  Properties  Inc. 
Ohio  Economic  Development  Council 
Pal  Joey's 
Pro  Tour  Golf 
Procter  &  Gamble 
Shearer's  Foods  Inc. 
Stark  Development  Board,  Inc. 
The  Midland  Co./Crable  Sportswear 
The  Swarthmore  Group 
Universal  Electronics 

Wern  Rausch  Locke 
Advertising 
Wilson  Sporting  Goods 

Enshrinees: 
Chuck  Bednarik 
Raymond  Berry 
Mel  Blount 
Dudley 
Otto  Graham 
Ted  Hendricks 
Deacon  Jones 
Leroy  Kelly 
Willie  Lanier 
Dick  (Night  Train)  Lane 
Yale  Lary 
Dante  Lavelli 
Don  Maynard 
Lenny  Moore 
Marion  Motley 
Chuck  Noll 
Bob  St.  Clair 
Jim  Taylor 
Paul  Warfield 


Introducing  SkyTel  2-Way  Paging. 

The  only  paging  systenn  with  Guaranteed  Delivery  ;'  so 
you're  always  sure  that  your  messages  arrive.  It  also 
lets  you  reply  to  messages  directly  from  your  pager. 
If  your  pager  can't  do  that,  call  1-800-815-9539. 


©1995  SkyTel 
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Our  First  Annual  Buying  Guide 

COMPUTEnS 


Hardware,  Software,  &  Much  More 


INTRODUCTION  page  ii4 


Megahertz,  gigabytes,  CD-ROMs,  sound  cards-even 
if  you're  not  a  teciino-neopliyte,  ciioosing  the  right 
computer  can  turn  into  a  monumental  headache. 
BUSINESS  week's  buying  guide  can  ease  the  pain 


DESKTOPS  page  116 

Ready  to  hit  the  Info  Highway — 
or  to  trade  in  your  old  clunker? 
There's  a  wealth  of  multimedia 
PCs  (not  to  mention  Apple 
Macintoshes)  to  choose  from. 
Start,  with  this  scorecard 


LAPTOPS  page  126 


Today's  multimedia  machines 
with  Pentium  power-to-go  have 
all  the  comforts  of  a  desktop — 
but  often  at  a  price.  For  those 
who  want  maximum  portability, 
subnotebooks  may  fit  the  bill 


PRINTERS  page  132 

Laser  printers  used  to  be  too 
costly  for  most  computer  buy- 
ers. Now  you  can  bag  one  for 
under  $400.  And  if  you  want 
to  spend  even  less,  today's 
inkjets  are  almost  as  good 


SOFTWARE  page  136 

Everyone  knows  about  Win95. 
But  there's  a  wide  world  of 
hot  new  software  out  there, 
from  office  suites  to  Web 
browsers  to  spy-vs.-spy  games 


COMMUNICATIONS  page  i40 

You  start  with  a  sound  card  and  a  modem.  Add 
some  nifty  new  software,  and  your  multimedia  PC 
can  do  everything  a  telephone  can — and  more 


STORAGE  page  142 

Hard  up  for  space  on  that  hard 
drive?  There  are  plenty  of 
inexpensive  ways  to  warehouse 
more  of  your  vital  data 


VIDEO  page  144 


The  latest  graphics  trick  is  full-motion  video. 
Upgi'admg  with  the  new  technology  can  make  your 
PC  e)q)erience  moving,  but  it  will  also  be  pricey 


COMPUTER  BANKING 


page  146 


The  best  ways  to  use  at- 
home  banking  and  the  new 
services  you'll  soon  be  able 
to  reach  from  a  keyboard 


This  special  report  is  available  electronically  in  the  Computer  Room  of  Business  Week  Online  on  America  OnUne  and  on  the 
World  Wide  Web  thi-ough  http://www.mcgi'aw-hill.com.  For  reprints  of  tMs  report,  phone  (609)  426-5494. 


ALL  BACKGROUND  AND  TABLE  ILLUSTRATIONS  BY  TOM  DRAPER  BUSINESS  WEEK  /  NOVEMBER  6.  1995  1  13 


ANNUAL  GUIDE  TO  COMPUTERS 


Introduction 


01 


0  1 


(I  1  01 


GEniNG  THE  MOST 
BYTE  FOR  THE  BUCK 


At  these  prices-and 
the  way  memoiy 
gets  gobbled  up-you 
may  as  well  splurge 

This  year,  a  record  9.4 
million  consumers  will 
snap  up  new  home 
computers.  Many  will 
be  fu'st-time  buyers.  Milhons 
more  are  current  PC  owners 
who  are  trading  up  to  new 
models.  And  untold  millions 
will  be  buying  the  disk 
drives,  monitors,  sound 
cards,  and  other  gizmos  to 


turn  their  trusty  home  PCs 
into  multimedia  Information 
Superhighway  cruisers. 

These  consumers  will 
prowl  stores,  flip  through 
mail-order  catalogs,  scratch 
theii'  heads,  and  ask  all  their 
finends  for  ad\ace.  "I  shopped 
up  and  dowTi  the  market  for 
months,"  says  Tom  Miller,  a 
senior  vice-president  at 
Foote,  Cone  &  Belding  Com- 
munications Inc.  "I  didn't 
know  fi-om  rams."  In  the  end, 
he  bought  a  modest  mail-or- 
der PC,  and  he  and  liis  family 
are  happily  playing  cd-PvOms 
and  cniising  online  services. 


With  so  many  choices  and 
so  many  trade-offs,  no  won- 
der even  experienced  buyers 
get  bogged  down.  Is  a  1- 
gigabyte  hard  drive  enough 
stoi-age,  or  should  you  pay 
$200  more  and  get  a  1.6?  Do 
you  really  need  an  mpeo- 
standard  digital-video  card? 
Should  you  insist  on  a  PC 
that's  also  a  fax  and  answer- 
ing machine? 

HEAVY  HARDWARE.  The  an- 
swers to  these  and  many 
more  questions  can  be  found 
in  the  following  pages.  As 
the  computer  makers  say: 
There  has  never  been  a  bet- 


ter time  to  buy  a  i  <  .  i 
course,  they  said  that 
year,  and  they'll  be  sa,\  iir 
next  yeai'.  Still,  you  can  l: 
lot  of  byte  for  youi-  biu  i;  - 
season. 

How  good  are  the  ili^ 
For  about  $1,600  to 
the  ty])ical  home  PC  ha,-f( 
an  Intel  Corp.  chip  l  oi 
with  a  75-megahertz  Pent  ■ 
chip,  8  megabytes  of  hk- 
ly,  a  720-megabyte  haiVi  d 
a  quad-speed  CD-ROM  <li- 
and  a  14.4-kilobits  pn 
ond  modem.  A  powei'ln' 
such  as  Gateway  2000  li 
P5-120  has  a  120  Mhz  i 
tium,  16  megabytes  of  mi 
ory,  a  1.6-gigabyte  disk, 
crosoft's  new  Windows 
and  more  than  50  soitw 
packages — all  for  $3,31^.  . 
pie  Computer  Inc.  ha>  j 
cut  Macintosh  prices  liy 
much  as  20%.  Computei-  ( 
sells  1-gigabyte  hard-d 
drives  for  $199— less  tha  i 
third  of  last  year's  pri- 
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'lett-Packard  Co.  offers  a 
'  rebate  on  $599  Office- 
printers.  And  Microsoft 
).  has  slashed  prices  on 
onsumer  software  by  as 
h  as  45%. 

efore  you  start  snapping 
argains,  though,  keep  one 
g  in  mind:  Think  big. 
l!-business  and  home  PC 
jrs  tend  to  keep  their 
puters  at  least  five  years, 
purchase  for  the  future, 
t  means  spending  as 
h  as  you  can  on  oodles  of 
lory,  plenty  of  hai'd-disk 
age,  and  slots  for  new 
Iware  add-ons  as  they 
3  along.  "It's  just  like  you 
;  be  too  rich  or  too  thin — 
can't  have  too  much 
lory  or  too  much  stor- 
"  says  Eric  Lewis,  man- 
■  of  personal  systems  at 
ket  researcher  Interna- 
al  Data  Corp. 
hat's  especially  tnie  given 
software  you'll  be  seeing. 
95  and  whizzy  multimedia 


software — games  such  as  Ac- 
tivision  Inc.'s  SpyCrqft  or  3-D 
Kitchen,  a  program  for  de- 
sigiiing  yom-  dream  kitchen — 
will  put  your  hardware  to  the 
test.  They  eat  up  memory 
and  disk  storage.  So  stock  up. 
If  you're  upgrading  an  older 
PC  to  use  Win95,  count  on 
boosting  your  main  memory 
to  at  least  8  megabytes — 16 
megs  is  even  better — and  in- 
staUing  at  least  720  mega- 
bytes of  disk-storage  capac- 
ity. Again,  a  gigabyte  is 
better. 

ON  THE  GO.  Computer  mak- 
ers have  come  up  with  a 
range  of  home-PC  configura- 
tions to  reach  every  kind  of 
consumer.  For  as  little  as 
$1,200,  you  can  get  a  com- 
plete system  that  will  let 
you  get  started.  You  want 
all  the  bells  and  whistles? 
Tiy  Packard  Bell  Electron- 
ics' Pentium  100,  listing  at 
$2,898.  Great  for  schoolwork, 
home  finances,  Web  surfing. 


and  just  plain  goofing  off: 
You  can  get  TV,  fm  radio, 
and  a  remote  control  to 
change  audio  tracks  on  the 
CD  player. 

Consumers  on  the  go  have 
new  models  to  choose  fi-oni, 
too.  Some  have  color  displays 
nearly  as  big  and  clear  as 
those  on  desktops.  Some 
sport  CD-ROM  drives.  With  a 

nm 

Chances  are, 
you'll  keep  your 
machine  for  five 
years.  So  stock 
up  on  hard-disk 
storage,  memory, 
and  add-on  slots 


$500  docking  station  or  a 
$200  to  $300  port  replicator 
that  connects  your  laptop  to 
a  standard  monitor,  keyboard, 
and  office  network,  you  can 
even  forget  about  buying  a 
desktop  at  all. 

Whether  it's  Mac  or  PC, 
desktop  or  laptop,  a  Mech- 
Warrior  2  game  or  Quicken 
to  balance  your  budget, 
there's  stuff  to  stretch  the 
mind  or  give  it  a  vacation. 
Wayne  Mitchell,  who  manag- 
es a  fund-raising  database  for 
San  Francisco  Day  School, 
just  spent  $3,000  for  a  Pen- 
tium 100  machine  with  the 
multimedia  works.  Today,  he's 
cruising  the  Microsoft  Net- 
work, using  E-mail,  editing 
sound  files,  and  noodling  with 
graphic  design  and  animation. 
Says  the  29-year-old  Mitch- 
ell of  his  new  PC:  "It  was 
lovingly  put  together  by 
technonerds."  Here's  hoping 
the  same  for  you.  Happy 
hunting.         Kathy  Rebello 
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IN  SEARCH  OF 

THE  PERFECT  SYSTEM 

A  guide  to  the  maze 
of  options,  from 
brawny  multimedia 
to  zippy  cyber-gear 


All  of  a  sudden,  your 
friends  are  cybernauts. 
They're  cruising  the 
online  highways  and 
back  roads,  listening  to  Hoo- 
tie  and  the  Blowfish  on  their 
personal  information  appli- 
ance (a.  k.  a.,  personal  com- 
puter) as  they  pull  down  the 
latest  comic  strip  off  the  Dil- 
bert  Web  page.  Conversa- 
tions are  laced  with  cool 
Web  sites,  interactive  mo- 
vies, and  the  best  config.sys 
setup  for  Windows  95. 
You've  even  heard  of  people 
using  a  "clicker"  (a.  k.a.,  re- 
mote control)  to  run  their 
PCS  as  well  as  their  TVs. 
If  you're  among  the  digi- 


tally challenged — or  if  your 
old  PC  is  just  not  up  to  the 
rigors  of  multimedia  and  cy- 
bercruising — this  is  the  sea- 
son to  catch  up.  There's  a 
wealth  of  PCs  to  select  from 
out  there,  and  plenty  of  fea- 
tures— from  radio  or  televi- 
sion reception  to  multi-CD 
players  to  voice  mail.  What's 


more,  the  economics  of  per- 
sonal computing  are  in  your 
favor.  The  $2,000  or  so  "that 
you're  likely  to  spend  on  a 
home  PC  this  year  can  buy 
you  a  machine  that  has  50% 
more  disk  storage  and  near- 
ly double  the  raw  computing 
power  of  last  year's  models. 
Even  better,  \>c  makers  are 


BEST 
BETS 
FOR 
PC 

BUYERS 


RANK    OVERALL    MANUFACTURER  AND  MODEL/ 
RATING  PRICE 


CONFIGURATION 


throvring  in  lots  of  good 
as  much  as  $1,600  wor 
software — to  get  you  to 

WTiere  do  you  begin 
there  are  so  many  PC 
ers  and  so  many  confi) 
tions  available?  The 
place  is  probably  the 
technical.  Do  what  some 
lysts  call  a  "usage  pro 
What  do  you  want  t( 
with  the  machine?  Are 
going  to  cinise  the  Inter 
World  Wide  Web,  or  are 
interested  in  designing 
own  greeting  cards? 
could  determine  whether 
put  more  money  into  a  1 
speed  modem  or  a  fast 
croprocessor.  Who  are 
people  using  the  machine 
you're  going  to  share  it 
the  kids,  you  definitely 
as  much  hai'd-disk  storag 
you  can  afford — games 
multimedia  edutainn 
titles  soak  up  disk  sp 
How's  the  PC  going  to 
used  over  time?  For  o 
sional  work  at  home,  or 
you   planning  to  star 

COMPAQ  PRESARIO  9546 

Voii fjci,  HI (^Ds lull oi games, 
dictionaries,  and  images 


COMMENTS 


1  8.77 


Dell  Computer 
Dimension  XPS  PI 33c 
$3,249  w/  monitor 


Minitower,  133-IVItiz  Pentium,  16IVIB  of 
memory,  1GB  tiard  disl\,  quad- 
speed  CD-ROIVI 


Dell  provides  strong  documentati 
and  preloads  Microsoft  Office,  m 
ing  it  easy  to  launcii  Excel  and  W 


7.70    Gat(5way  2000  P5 

$3,318  w/  monitor 


20  Desl^top,  120-Miiz  Pentium,  16MB  of  mem- 
ory, 1.6GB  tiard  disk,  quad-speed  CD-ROM 
witti  a  unique  tiiree-disl<  cartridge 


Comes  with  Microsoft's  Bob  inter 
and  51  programs  on  9  CDs 


6.72    Gateway  2000  P5- 

$2,168  w/  monitor 


Desl^top,  90-Mtiz  Pentium,  16MB  of  memory, 
730MB  hard  disl<,  quad-speed  CD- 


Same  as  Gateway  2000  P5-120 


5.90    Compaq  Presario 
9546 

$2,598  w/  monitor 


Minitower,  100-Mhz  Pentium,  8MB  of 
memory,  1GB  hard  disl<,  quad-speed 
CD-ROM 


Awesome  sound  and  color-coordi 
cables  mal^e  setup  simple 


5.88   Packard  Bell 

Pentium  100  System 

$2,898  w/  monitor 


Minitower,  100-Mhz  Pentium,  16MB  of 
memory,  1.6GB  hard  disk,  quad-speed 
CD-ROM 


Internet-ready  and  comes  with  40! 
software  titles  and  a  remote-cont' 
device 


5.78   Acer  Aspire  2125 

$2,598  w/  monitor 


Minitower,  100  Mhz  Pentium,  16MB  of  mem- 
ory, 1GB  hard  disk,  quad-speed  CD-ROM 


A  stylish  aerodynamic  look,  but  a 
tic  wrist  rest  attached  to  keyboad 

annoying 


PHOTOGRAPHS  BY  KUDO 


DELL  DIMENSION  XPSPI33C 

Offers  setup  cues  such  as  "How 
can  I  customize  my  computer?" 

video,  and  the  hi-fi  where- 
withal to  produce  3-D  audio. 
These  Pentium-powered 
multimedia  systems  can  take 
phone  messages  for  you 
while  simultaneously  scan- 
ning the  stock  market,  and 
at  night  they  can  entertain 
you  and  your  kids  with 
games  and  shck  edutainment 
titles. 

The  best  multimedia  pes 
use  Intel's  high-end  Pentium 
microprocessors  (operating 
at  100  to  133  megahertz).  At 
a  minimum,  they  have  1- 
gigabyte  hard  drives.  That's 
enough  disk  space  to  handle 
1  billion  characters,  the 
equivalent  of  storing  1,000 
medium-size  novels.  Top- 
flight multimedia  systems 
also  feature  quad-  or  six- 
speed  CD-ROM  drives  that 
run  video  more  smoothly,  a 
stereo  sound  card,  high-fidel- 
ity speaker's,  and  a  high-res- 
olution screen  powered  by 
special  graphics  chips. 

You  can  use  the  multimedia 
systems  for  word  processing 
or  spreadsheet  applications, 
of  course,  but  these  systems 
ai'e  built  to  entertain.  Take, 
for  example,  Packard  Bell 
Electronics  Inc.'s  Pentium  100 
home  machine.  The  system 


RANK 

OVERALL 
RATING 

MANUFACTURER  AND  MODEL/ 
PRICE 

CONFIGURATION 

COMMENTS 

7 

5.71 

Hewlett-Packard  Pavilion 

$2,600  w/  monitor 

Minitower,  90-Mhz  Pentium,  16MB  of  memory, 
1.2GB  hard  disk,  quad-speed  CD-ROM 

A  stylish  design  and  kid-mode 
security  feature  to  protect 
important  files 

8 

5.67 

IBM  Aptiva 

$2,649  w/  monitor 

Desktop,  lOO-Mhz  Pentium,  8MB  of  memory, 
1GB  hard  disk,  quad-speed  CD-ROM 

A  small-footprint  desktop  unit  with 
speakers  that  produce  good  sound 

9 

5.44 

Compaq  Presario  7170 

$1,998  w//  monitor 

Desktop,  90-Mhz  Pentium,  8MB  of  memory, 
840MB  hard  disk,  quad-speed  CD-ROM 

When  you  boot  up  you  go  into  a 
Presario  Plaza,  which  has  tutorials 
and  an  area  for  kids 

10 

5.38 

Digital  Equipment 

Starion  910 
$2,148  w/  monitor 

Minitower,  75-Mhz  Pentium,  8MB  of  memory,  Strong  documentation,  and 
850MB  hard  disk,  quad-speed  CD-ROM       system  ports  are  labeled  with 

symbols  that  make  attaching 
peripherals  easy 

10 

5.38 

NEC  Technologies 

Ready  9022 
$2,699  w/  monitor 

Minitower,  lOO-Mhz  Pentium, 
8MB  of  memory,  1GB  hard  disk, 
quad-speed  CD-ROM 

A  handheld  remote  controls  audio  and 
telephone  functions.  The  system  ships 
with  Microsoft's  Bob  interface  and 
over  20  preloaded  software  packages 

DATA:  NATIONAL  SOFTWARE  TESTING  LABORATORIES,  A  DIVISION  OF  McGRAW^HILL  COS. 


e-based  business  in  a 
le  of  years? 

this  isn't  your  first 
e  PC,  you've  already 
1  the  most  fundamental 
;ion:  a  PC  based  on  Intel 
).  chips  vs.  an  Apple 
intosh.  If  this  is  your 
home  computer,  you'll 
to  weigh  the  PC  against 
Viae.  Mac  enthusiasts  in- 
that  despite  Win95,  the 
le  system  remains  far 
')■  to  set  up  and  operate. 


For  those  in  the  Mac  camp, 
Apple  has  created  a  whole 
new  range  of  home  models 
that  may  help  them  forget 
the  Windows  95  hoopla 
sweeping  the  PC  market 
(page  120). 

SCREAMERS.  Back  in  the  In- 
tel camp,  there  are  thi-ee  ba- 
sic technology  trends:  speedy 
Pentium  processors,  the  new 
Microsoft  Corp.  Windows  95 
operating  system,  and  multi- 
media. You  can  still  buy 


machines  using  the  ulder  In- 
tel 486  chip  or  its  clones. 
These  machines  have  been 
marked  down — many  to  less 
than  $1,000 — for  good  rea- 
son: Even  the  fastest  486 
will  have  trouble  keeping  up 
with  the  demands  of  the  new 
software. 

But  put  the  Pentium  and 
CD-ROM  technology  together, 
and  you  get  a  screamer  of  a 
system,  with  intense  data- 
moving  power,  full-motion 
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Carrier        Pratt      &      Whitney  Sikors^4 


The 
lanag 


centralized,  conservative 
and  cautious 


locally  empowered, 
entrepreneurial  and  intrepid 


 J 


^  stuck?  see  clue  at  left. 


To  be  a  global  success,  you'd  better  be  close  to  customers 
and  trends  in  your  local  markets.  And  you'd  better  be  there  first. 

Reckless?  Not  the  way  United  Technologies  does  it.  We  enter 
markets  with  local  partners  who  know  the  ropes. 

Being  first  gives  us  first  choice.  Of  the  best  partners  and  the 
best  opportunities. 

It  also  gives  us  the  time  to  grow  management  teams 
internationally.  Teams  who  know  the  sky  isn't  falling. 


i: 


United 


Hilton  standard 


UT  Automotive 


Technologies 
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costs  $2,898— about  what 
other  high-end  home  ma- 
chines are  priced  at.  For 
$100  extra,  you  can  get  an 
optional  kit  that  gives  you 
built-in  TV  and  an  fm  radio. 
And  you  can  use  Packard 
Bell's  remote-control  clicker 
to  surf  channels  or  change 
music  tracks  on  the  comput- 
er's CD  player. 

In  a  test  of  15  Intel-based 
multimedia  systems  by 
National  Software  Testing 
Laboratories  (nstl),  owned 
by  BUSINESS  week's  parent 
The  McGraw-Hill  Companies, 
NSTL  ran  perfonnance  bench- 
marks and  examined  how 
easy  the  systems  are  to  set 
up  and  use.  Then,  the  test 
scores  were  combined  to 
come  up  with  an  overall  rat- 
ing for  each  machine.  The 
performance    results  and 


price  points  vary  because  the 
systems  have  75-,  90-,  100-, 
120-,  and  133-Mhz  versions 
of  the  Pentium,  and  come 
with  different  memory  and 
hard-disk  configui'ations.  To 
be  included,  the  systems  had 
to  have  at  least  a  75-Mhz 
Pentium  processor,  8  mega- 
bytes of  main  memory,  a 
500-megabyte  hard  drive,  a 
quad-speed  cd-rom,  a  15-inch 
monitor,  and  an  external 
speaker  system.  Even  bud- 
get-conscious consumers 
should  start  with  that  base 
configuration. 

Today's  home  PCs  are  easi- 
er to  set  up  and  use  than 
those  on  the  market  a  couple 
of  years  ago.  Most  PC  mak- 
ers now  supply  poster-size 
maps  that  illustrate  how  to 
plug  in  all  the  system  com- 
ponents. Some,  such  as  Acer 


America,  Compaq,  Packard 
Bell,  and  Hewlett-Packard, 
provide  color-coded  cables 
for  the  mouse,  keyboards, 
and  other  components  that 
plug  into  ports  in  the  rear 
of  the  systems. 
MEMORY-BUILDING.  After 
plugging  in  the  monitor, 
speakers,  keyboards,  and  the 
mouse,  it's  time  to  fire  up 
the  system  for  the  fii'st  time. 
Windows  95,  which  is  much 
easier  to  use  than  earlier 
versions  of  the  Microsoft 
graphics  "environment,"  is  a 
full  operating  system  that 
comes  preinstalled  on  most 
of  the  systems.  You  can  run 
Win95  on  a  PC  with  8  mega- 
bytes of  main  memory,  and 
that  level  of  memory  is  stan- 
dard on  systems  sold  by 
many  suppliers.  But  if  you 
can  spring  for  the  additional 


$250  it's  likely  to  coi 
pays  to  upgrade  to  16  n 
bytes  to  get  the  most 
Windows  95. 

There  are  other  me 
options  to  look  for.  C 
memory  speeds  up  the 
tem's  performance  drai 
cally.  Look  for  at  least 
kilobytes  of  cache  mer 
especially  if  you  are  plai 
to  run  memory-hungi'y 
base  programs.  For  the 
mum.  video  performar 
to  display  high-resoh 
graphics  or  nm  digitizec 
clips — buy  a  system  w 
megabytes  of  video  mer 
Many  systems  come  wi 
megabyte,  but  with  thos 
imations  or  film  clips 
appear  jerky  or  less  crii 

While  Win95  is  a  big 
forward  in  ease  of  us 
may  not  be  enough  for 


SHiNY-AND  AFFORDABLE-NEW  APPLES 


Shortages.  Plunging  earnings.  The 
Windows  95  advertising  tsunami. 
Life  has  been  tough  lately  for  Ap- 
ple Computer  Inc.  But  for  the  few,  the 
brave — the  10%  of  computer  users 
who,  like  me,  are  still  devoted  to  the 
Macintosh — things  aren't  nearly  so 
bleak.  In  fact,  there's  lots  to  cheer 
about.  You  can  get  the  vaunted  Mac 
design  harmony  in  powerful,  speedy 
machines  and  the  best  performance 
bargains  in  years. 

You  want  to  talk  specs?  You  want 
to  talk  price?  Thanks  to  an  across- 
the-board  price  chop  in  mid-October, 
consumers  can  pick  up  a  very  competi- 
tive 5200  Performa  system  for  about 
$1,900.  This  sleek  desktop  number  in- 
cludes a  PowerPC  chip  that  is  equiva- 
lent in  speed  to  the  Pentium  90,  an 
800-megabyte  hard  drive,  a  14.4- 
kilobit-per-second  modem,  and  a 
bucketload  of  software.  There  are 
packages  for  education,  "home  produc- 
tivity" (word  processing  and  financial 
planning),  online  cruising,  and  Internet 
access. 

CLICK,  CLICK.  The  Performa  line  pro- 
vides the  "complete  solution"  ap- 
proach— an  everyperson's  machine, 
with  everything  you  need  to  get  start- 
ed in  a  single  box.  But  Apple  also  has 
a  full  menu  of  a  la  carte  offerings. 


There  is  a  wide  selection  of  high-pow- 
ered Macintoshes  that  can  be  config- 
ured for  your  specific  needs.  A  graphic 
artist  working  from  home,  for  example, 
might  order  additional  memory  and  an 
extra-large  monitor. 


MACINTOSH 
PERFORMA  6231 

P^verything  you  ne 
started  in  a  single 

On  the  other 
Apple's  lineup,  h 
you  may  want  t( 
clear  of  the  entr 
Performas,  the 
digit"  lines  such 
630.  These  mach 
based  on  the  old 
la  Inc.  68000  ser 
croprocessor.  Alt 
they're  attractiv 
priced — several 
sell  for  less  than 
these  are  machir 
have  no  future, 
coming  software 
Apple  and  indepi 
software  develop 
require  systems 
speedier  Power? 
When  it  comej 
ing  the  computer  a  part  of  yoi 
the  Mac  "out-of-box"  experieni 
gives  Apple  an  edge  over  Inte 
PC  rivals.  The  computer's  intej 
hardware  and  software  design 
the  setup  time.  And  after  a  de 
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lenced  PC  owners.  So, 
PC  makers  help  you 
id  the  harder  parts  of 
5  with  easy-to-use  pro- 
5  that  simplify  Windows 
ypass  the  software. 
1  you  start  up  Dell 


Conii)uter  Corp.'s  Dimension 
PIOOT  and  XPS  P133c.  the 
machine  gives  you  helpful 
setup  cues,  such  as  "How 
can  I  customize  my  comput- 
er?" Hewlett-Packard's  Pa- 
vihon,  meanwhile,  has  a  Per- 


sonal Page  that  lets  you  or- 
ganize and  fire  up  your  soft- 
ware progi-ams  without  the 
Windows  95  interface,  hp's 
Personal  Page  consists  of 
eight  cartoon-like  characters 
representing  different  cate- 


IBM  APTIVA 

Includes  software  that  responds 
to  voice-activated  commands 

gories  of  software,  such  as  a 
wizard  to  represent  refer- 
ence works.  Packard  Bell 
provides  a  graphical  "front 
end,"  called  Navigator,  that 
organizes  software  in  a  vir- 
tual living  room  and  lets  you 
click  on  images  in  the  room. 
Click  on  the  stereo  system 
on  a  shelf,  and  the  PC  plays 
an  audio  CD. 

SUBS  AND  SOUNDS.  One  of 

the  best  things  about  buy- 
ing a  multimedia  system  is 
all  the  preinstalled  software 
and  CDS  you  get.  System 
manufactm-ers  make  it  worth 
your  while  by  bundling  cd- 
ROMs  with  titles  ranging 
fi'om  the  Mayo  Clinic  Family 
Health  Book  to  Silent  Steel, 
an  interactive  submarine 
game  that  uses  special  video- 
compression  technology  to 


ation  among  makers  of  Mac 
t's  the  same  experience  for 
es  you  open  thereafter — to 
ire,  printers,  and  other  ac- 
On  a  PC,  adding  a  graphics 
iding  a  complex  apphcation 
sa.\  chore.  On  a  Mac,  clicking 
:aller"  icon  usually  does  the 
ish.  Likewise,  because  Apple 
Web  browser  through  its 
line  service,  a  Mac  buyer 
often  tedious  and  difficult 


SLES 


The  Mac's  easy  setup 
ves  it  an  edge  over  PC  rivals, 
'sjust  as  simple  to  add 
rs  and  other  accessories 


onfiguration  that  PC  users 
)vm  to  get  on  the  Internet, 
if  clicks,  and  you're  there, 
ir's  home  Macs  are  adept 
I  machines.  All  come  with 
ives,  and  the  5200,  5300,  and 
irma  series  feature  a  virtual- 
!  built-in  microphone  and  a 
software  program  called 
e.  Together,  they  turn  the 
into  a  speakerphone  and  an- 
achine.  If  you're  a  bit  more 
us,  the  $99  QuiekCam  from 
can  be  hooked  up  to  all  this 
-0  create  cheap  and  simple 


desktop  videoconferencing.  Similar  op- 
tions can  be  added  to  a  PC  clone — but 
not  so  easily.  "The  Mac  OS  is  still  the 
best,"  at  bringing  these  various  func- 
tions to  consumers  in  a  straightfor- 
ward, elegant  way,  says  Ed  Correia, 
director  of  retail  sales  at  Computer 
Attic  Supercenter  in  Redwood  City, 
Calif. 

Apple  is  focusing  its  home-PC  push 
on  two  market  segments:  education 
and  work-at-home.  With  more  than 
60%  of  the  K-12 
market,  Macs  re- 
main the  educa- 
tional platform  of 
choice.  "I  see  peo- 
ple wanting  to  du- 
plicate the  com- 
puters their 
cliildren  have  in 
school,"  says  Ap- 
ple watcher  Jack  Karp  of  Affinity  Re- 
search Corp.  To  make  that  easier,  Per- 
formas  come  with  such  popular 
packages  as  Kid  Works  2  and  Thinkin' 
Things  as  well  as  a  cd-rom  that  lets 
kids  test-drive  and  then  order  other 
titles.  Parents  who  want  to  bone  up  on 
their  favorite  pastimes  can  pick  up  cd- 
rom  study  aids  such  as  Microsoft's 
multimedia  Wine  Guide. 

The  standard  home  Macintosh  is  also 
ready  to  go  to  work.  Every  Performa 
comes  equipped  with  Claris  Works — a 
collection  of  progi-ams  that  includes  a 
spreadsheet  and  database — and  the 


popular  Quicken  home-finance  soft- 
ware. And  for  work  or  play,  most  of 
the  PowerPC  lines  can  accept  add-on 
cards  that  allow  you  to  bring  live  tele- 
vision to  the  computer  screen  for 
about  $250.  They'll  also  take  a  $279 
MPEG  card  that  will  enable  full-screen 
video  from  cd-roms,  a  feature  that  is 
popping  up  in  certain  educational  and 
entertainment  software. 
CHECK  THE  ADS.  Shopping  for  software 
for  your  new  Mac  can  be  a  little  dis- 
concerting. Retailers  only  set  aside  a 
tiny  amount  of  shelf  space  for  Mac 
software,  while  Windows  titles  are 
ubiquitous.  Although  the  majority  of 
best-selling  software  is  available  in 
both  Mac  and  PC  formats,  it  may  not 
seem  so  in  stores.  That's  because  30% 
of  Mac  software  is  sold  through  mail 
order,  explains  Pieter  Hartsook,  editor 
of  The  Hartsook  Letter. 

Apple  is  vowing  to  change  that  this 
Chi-istmas  season  with  lots  more  in- 
store  promotions.  Meanwhile,  you  can 
plug  into  the  mail-order  channel  by 
picking  up  any  Mac  magazine  and 
cruising  the  ads.  While  you're  at  it, 
consider  treating  yourself  to  a  game. 
The  Mac's  reputation  as  a  good  game 
platform  is  improving,  and  most  of  the 
best-sellers  such  as  Doom,  Myst,  and 
Rebel  Assault  shine  on  the  Apple  sys- 
tem. Given  that  one  of  Apple's  biggest 
woes  is  keeping  up  with  demand,  it's 
clear  that  the  Mac  is  still  tops  in  the 
home  PC  game.  Joa7i  Hamilton 
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offer  near-movie-like  quality. 
The  Compaq  Experience 
CD-ROM  suite,  which  Compaq 
bundles  with  the  Presario 
9546,  includes  10  cds  of 
dictionaries,  games,  and  an 
image  catalog  from  Life 
magazine. 

Gateway  2000's  P5-120 
matches  strong  performance 
with  big  sound.  The  desktop 
system  comes  with  two  Al- 
tec Lansing  multimedia 
speakers,  but  it  also  has  a 
separate  bass  subwoofer 
that's  about  the  size  of  a  cin- 
der block.  Altec  Lansing  has 
become  the  speaker  maker 
of  choice.  But  many  multi- 
media system  manufacturers 
provide  their  own  speakers. 
NSTL  thought  the  Compaq 
brand  speakers  provided 
high-quality  sound  on  the 
Presario  Model  9546. 
WEB  WORK.  The  multimedia 
systems  tested  have  at  least 
quad-speed  cd-roms,  which 
are  supplanting  dual-speed  cd- 
roms  because  they  move  data 
twice  as  quickly  (appro.ximate- 
ly  600  Idlobits  per  second  vs. 
300  kilobits  j^er  second).  Wliile 
most  multimedia  titles  don't 
take  advantage  of  drives  that 
run  faster  than  dual-speed 
yet,  the  faster  thi'oughput  of 
the  cjuad-  and  six-speed  chives 
kicks  in  when  you  are  load- 
ing lai'ge  files  (.such  as  images) 
or  loading  a  software  apjjlica- 
tion  from  cd-kom. 

Microphones  are  another 
common  accessory  on  these 
high-end  multimedia  systems, 
and  they  can  be  used  for 


POWER  PLAY 


Even  if  the  Internet 
isn't  your  thing,  you  may  want  a 
high-octane  machine  to  run 
spreadsheets  or  do  graphics  work 


voice-activated  commands 
that  control  Windows.  For 
instance,  ibm's  Aptiva  has 
VoiceType  Control  for 
Windows  that  lets  you  wi'ite 
checks  with  Quicken's 
personal-finance  software  by 
simply  speaking  the 
words  "Write  checks." 
Most  customers  find 
it  easier  to  navigate 
by  mouse,  but  the 
voice  option  is  there 
if  you  need  it. 

If  multimedia  isn't 
your  thing  but  the 
Internet  is,  you  may 
want  to  pony  up  the 
money  for  a  top-end 

PACKARD  BELL 
PENTIUM  100  MUL- 
TIMEDIA SYSTEM 

BuiU-inTVandFM 
radio  are  optional 


Pentium  machine.  Get  a  sys- 
tem equipped  with  a  183- 
Mhz  or  120-Mhz  Pentium 
processor,  lots  of  disk  stor- 
age, and  16  megabytes  of 
main  memory.  The  most  crit- 
ical component,  of  course, 
will  be  the  modem  that  con- 
nects your  machine  to  the 
phone  system.  Look  for  a 
system  that  comes  with  an 
internal  28.8  kilobit-per-sec- 
ond  modem.  It  will  cost 
more,  but  it  will  reduce 
phone  charges  and  save  you 
the  annoyance  of  waiting  for 
graphics-rich  Web  pages  to 
slowly  materialize  on  your 
screen. 

If  the  wired  world  isn't 
your  thing,  you  may  still 
want  a  high-octane  machine 
to  do  some  heavy  number- 
crunching  on  next  year's 
budget  for  your  business  or 
the  architectural  drawing  for 


GATEWAY  2000  P5-1 20 

Powerful  sound  system  mi 
two  speakers  and  a  subw  < 


a  new  addition  on 
house.  Two  of  the  sv^^ 
tested— Dell's  Dini. 
PlooC  and  GatewayV 
120 — performed  the  Ix 
nstl's  overall  ratings  (( 
page  116). 

GOOD  BUYS.  Just  as  ni( 
us  can  get  by  without  ;i 
rari,  most  home-PC  user 
do  very  nicely  v/ith  ;i 
estly  priced,  mid-marki'i 
chine.   Digital  Equipi 
Corp.'s  Starion  910  m 
has  a  75-Mhz  Pentium 
is  easy  to  set  up.  The 
tem  is  good  enough  fir  I 
use  with  16-bit  audio,  :i 
kilobits-per-second  mn- 
a  quad-speed  cd-rom, 
external  jbl  speakei-s 
do  a  nice  job  playing 
audio  CDS  while  you  do 
homework.  Compaq's  i'l 
rio  7170,  priced  just  u 
$2,000,  is  a  good  buy  1 
90-Mhz  Pentium  conipi 
The  machine  comes  w  it 
software  titles  that  C<in 
claims   are  worth 
Meanwhile,  Gatewav 
P5-90  ($2,168)  is  a"9()- 
Pentium  that  has  16  m 
bytes  of  memory,  a 
megabyte  hard  disk, 
comes  with  51  program, 
nine  cds. 

Whether  you're  buyii 
leading-edge  system  o 
cheaper  multimedia  box, ! 
last  thing  to  look  for  isiiij 
length  of  the  warranty.  ^ 
are,  by  and  large,  highly-j 
liable  machines,  but  it's 
to  have  insurance.  A  tha^ 
year  warranty  is  now  si- 
dard  for  most  major  com] 
er  makers.  They  also  thii 
in  lifetime  technical  supp 
Wliile  PC  makers  continu(J 
improve   the  quality 
clarity  of  their  techn' 
manuals,  it's  nice  to 
that  there  is  a  human  at  ■ 
end  of  an  800  line — soi- 
one  who  will  be  there  wl:' 
you  confess  that  you  s' 
don't  know  your  config. 
fi'om  your  win.ini.  Ira  Sci», 
wifli  John  McDovongh 
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CLASS 


Edit   Stiilp    Itfm  Pag» 


Legroom, 
recline,  and 
personal  space 

that  set  a 
new  standard 

for  airlines 


Pa-lung  Tribe. 
Northern  Thdilaihl 


-Nevada  Wier, 
Photographer,  Write 
Ethnographer 


Having  your  own  personal 
space  is  a  rarity  on  almost 
any  airline^ 

That  s  the  beauty  oF  World 
Business  Class  "  from  Northwest 
Airlines  and  KLM. 

It  s  more  spacioLis.  More  com- 
lortable.  There's  more  rot)m  to 
spread  out.  The  seats  recline 
further.  You  even  get  your  own 
little  TV  that  you  can 
adjList  to  any  angle. 
It's  one  ot  the  rare 
chances  in  my  life  to 
just  do  nr)thing! 

I  travel  all  over, 
hut  particukuiy  in  the 
remote  regions  of 
Asia.  So  I  have  the 
privilege  of  going 
back  and  f(  )rth 
between  different 
wc^rlds  with 
Northwest  Airlines. 

And  I  like  plenty 
of  space  between. 


©1995  Northwest  Airiines  Inc. 

Northwest  recycles  enough  paper  to  fill  41  747's  O 


NORTHWEST  . 

KLIVI 


800-447-4747 


Servers  are  Built  bj  Teams  of  Peg 


NS  are  BuiLT  bj  TEAMS  of  COMPANIES. 

Any  computer  company  can  build  hardware  that 
runs  software  that  runs  your  business.  Or  can  it? 
After  all,  this  is  your  business  we're  talking  about 
here.  Do  you  really  want  to  trust  it  to  mere  hard- 
ware? At  Compaq,  we're  betting  you'd  prefer  an 
easy-to-use,  fully  thought-out  solution.  A  solution 
that  is  the  right  combination  of  server,  operating 
system,  and  database  application  that  solves  the 
puzzle  of  your  varied  computing  needs. 

Well,  that  takes  several  companies.  Companies 
like  Microsoft,  with  whom  we  created  the  ideal 
platform  for  Windows  NT  and  BackOffice,  integrat- 
'  ing  hardware,  sottware,  and  server  management. 

Novell,  with  whom  we've  created  networking  stan- 
dards tor  years.  Oracle,  whose  databases  are  far 
.1  easier  to  deploy  on  a  Compaq  server  thanks  to  our 

partnership.  And  SAP,  a  leader  in  client/server 
applications,  who's  named  us  Partner  of  the  Year 

You  see,  they  may  be  Compaq  servers.  But  they 
arc  Compaq-Microsoft-Oracle-SAP-Intel-Novell- 
SCO-Sybase-Cheyenne  solutions.  (We  just  couldn't 
fit  all  those  logos  on  them.) 

COMPAa 
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UPTOPS:  NOW,  YOU 
DONT  HAVE  TO  SEHLE 


Today's  sleek  new 
multimedia  models 
have  enough  power 
to  rival  desktops 


If  you  travel  with  ii  com- 
puter, you  probably  re- 
signed your'self  long  ago 
to  the  fact  that  you  can't 
really  take  it  with  you.  Wliile 
laptops  ai'e  a  lot  better  than 
nothing,  they  have  generally 
been  underpowered,  under- 
featured  machines  that  left 
you  longing  for  the  big  bmte 
on  your  desktop. 


No  mor'e.  Bright  color  dis- 
plays have  gi'own  as  big  as 
12.1  in.— 90%  of  the  display 
area  of  a  14-in.  desktop  mon- 
itor. Stei"eo  sound  is  standard 
on  high-end  machines,  and 
<u>-R()M  drives  are  becoming 
common.  Disk  capacity,  long  a 
headache  on  portable  gear,  is 
often  800  megabytes  to  1.2 
gigabytes. 

MIX  AND  MATCH.  But  the  big 

news  this  fall  is  the  rapid 
gi'owth  of  Pentium  power-to- 
go.  Until  Intel  Corp.  began 
shipping  a  low-voltage  ver- 
sion of  its  speedy  processor 
earlier  this  year,  heat  and 
batteiy-life  concerns  made  it 


impractical  to  use  the  chip  in 
laptops.  Now,  manufactui'ers 
fi'om  Acer  to  Zenith  are  busi- 
ly overhauling  their  laptop 
lines  to  incorporate  Pentiums 
of  75  and  90  megahertz.  And 
an  even  faster  generation  of 
portables  will  appeal-  around 
yearend,  when  Intel  brings  a 
120-Mhz  version  to  market. 

The  other  development 
that's  revolutionizing  laptops 
this  year  is  modular  design. 
In  the  early  days,  it  was 
physically  impossible  to  cram 
all  the  features  anyone  might 
want  into  a  box  8  in.  by  12 
in.  by  2  in.  You  still  can't  fit 
everything  at  once,  but  many 


DELL  LATITUDE  XPi 

Weighing  6.2  pounds,  it  cos 
$2,999.  Fully  loaded:  $4,000 

high-end  machines  now 
you  the  option  of  mixing 
matching  components 
needed.  Off  to  do  a  mult 
dia  presentation?  Out 
the  floppy  drive,  to  be 
placed  by  a  CD-ROM.  Neet 
tra  powei'  foi-  an  interc 
nental  plane  trip?  Stow 
CD-ROM  and  pop  in  a  se 
battery. 

Laptops  divide  roui 
into  four  classes:  (1)  unc 
promising  machines  for  t 
who  need  the  very  bes 
display  quality  and  mult 
dia  features — and  don't  r 
paying  the  cost  in  dollar 
weight;  (2)  midrange  u 
that  sacrifice  bells  and  w 
ties  but  still  provide  ex 
lent  performance  at  a  lo 
cost;  (3)  entry-level  mach 
with  smaller  displays 
slower  processors  that 
vide  adei|uate  peifonnano 
bargain  prices;  and  (4) 
notebooks,  designed 
portability  as  their*  paramc 
featur-e  (page  128). 
DOCKING.  Featiu-e  for  feat 
laptops  cost  far  more  t 
desktop  machines.  Desk 
units  have  crashed  throi 
the  $1,000  barr-ier,  but  a 
able  laptop  will  set  you  b 
a  minimum  of  $2,000.  Wl 
$3,500  will  buy  all  the  de 
top  most  users  would  e 
dream  of,  deluxe  portab 
top  out  around  $7,500.  If 
divide  computing  time 
tween  the  office  and  the  ro 
these  prices  may  not  be 
daunting:  Near-ly  all  of  tods 
laptops  offer  some  deskl^ 
docking  option.  Port  repli 
toi-s,  generally  costing  $i 
to  $300,  allow  you  to  coniiii 
youi-  laptop  to  a  stands' 
monitor,     keyboard,  at 
mouse,  and  to  hook  into  yc| 
office  network  without  il 
an-anging  cables.  More  co; 
plex  docking  stations,  usual 
costing  $500  to  $800,  snp] 
the  CD-ROM  and  sound  cai 
bility  many  portables  lack. 

Cur-r-ent  king  of  the  lai 
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mountain  is 
IBM  TiiinkPad 
D.  Its  12.1-in. 
•-matrix  display 
■  biggest  in  the 
ess,  but  othci' 
)rs  should  un 

12-in.  models 

this  fall.  The 
;omes  with  ad- 
id   audio  and 

features — in- 
g  the  ability  to 
ly  VHvS-quality 

FKINKPAD 

ig-screen  760CD 
big  price:  $7,500 


off  a  CD-ROM  or  a 
-sure  to  make  it  the 
ig  of  Hollywood  and 
ion  Avenue  executives. 
;  ThinkPad  is  also  typi- 
the  new  modula]"  breed, 
g  its  keyboard  reveals 
bays.  One  is  filled  with 
um-ion  battery,  the  cur- 
ang-life  champ.  Another 

a  1.2-gigabyte  disk 
.  The  third  normally 
ns  a  quad-speed  cd-rom 
!.5-in.  floppy,  but  it  can 
a  second  hard  disk  or 
tra  battery. 

i  ThinkPad  weighs  a 
7.4  pounds,  typical  of 
nedia  units,  and  it  car- 
in  equally  hefty  price 
just  over  $1,000  per 
1.  If  you  don't  have  a 
wood  mogul's  budget, 
ai'e  less  generously  en- 
I  but  still  highly  capable 
nedia  machines.  For  ex- 
Compaq  Computer 
s  new  LTE  5000  series 
'es  a  modular  design 
r  to  the  ThinkPad's.  Its 
-the-line  model  boasts 
.3-in.  active-matrix  dis- 
br  $5,800.  Other  multi- 
laptops  in  the  $5,500 
include  the  nec  Tech- 
ies  Versa  4050H,  the 
)a  Satellite  400,  and  the 
esearch  Ascentia  950N. 
me  with  smaller,  10.4-in. 

•OSTS.  If  you  need  raw 
ising  power  but  can  get 
thout  a  built-in  cd-rom 
erhaps  without  stereo 
,  you  can  lower  the  cost 
mtially.  That  big,  bright 
y  is  by  far  the  most 
part  of  a  laptop.  You 
a  chunk  of  change  by 
ig  for  a  smaller  display 


and  big  hard  drives,  usually 
in  the  800-megabyte  class,  of- 
fer enough  firepower  to  al- 
low you  to  use  a  midrange 
laptop  as  youi'  only  computei; 
with  a  docking  arrangement 
adding  multimedia  features 
and  network  connections 
when  needed. 

One  solid  midrange  ma- 
chine is  the  Dell  Computer 
Corp.  Latitude  xpi,  featuring 


or  by  going  for  dual-scan  pas- 
sive matrix  instead  of  activf 
matrix  color.  Passive-matrix 
screens  ai'en't  as  bright,  don't 
display  graphics  quite  as 
quickly,  and  tend  to  fade 
abruptly  when  viewed  from 
an  angle.  But  they  can  cost 
$1,000  less  for  equal  sizes. 
For  example,  an  NEC  Versa 
4000  with  a  10.4-in.  dual-scan 
display  costs  $3,499,  while  an 
otherwise-identical  unit  with 
a  smaller  10.1-in.  active  ma- 
tiTx  display  fetches  $4,199.  As 
a  bonus,  passive-matrix  units 
often  give  slightly  better  bat- 
tery life. 

These  midrange  machines 
are  ideal  for  mobile  profes- 
sionals who  give  their  laptops 
a  good  workout  but  don't  do 
multimedia  presentations. 
And  giving  up  CD-ROM  drives 
and  the  biggest  displays  can 
save  you  a  pound  or  more  in 
weight.  Pentium  processors 


a  10.4-in.  display,  75-Mhz  or 
90-Mhz  Pentiums,  and  hard 
drives  of  340  megabytes  to 
1.2  gigabytes,  all  in  a  6.2- 
pound  package.  Prices  start 
at  $2,999,  but  a  fully  loaded 
machine  will  set  you  back 
$4,000.  The  new  Texas  In- 
struments Inc.  Extensa  550 
takes  a  novel  approach  to 
battery  life.  The  base  model, 
which  ranges  from  $2,499  for 
a  bare-bones  model  to  $3,599 
for  an  active-matiix  unit  with 
a  double-speed  cd-rom,  comes 


LAPTOP  BUYING  TIPS 

►  Active  matrix  displays  are  brighter  and  much  better  for 
presentations,  but  you  can  save  about  $1,000  by  choosing 
a  passive-matrix  screen. 

►  If  you'll  spend  a  lot  of  time  working  away  from  an 
electrical  plug,  go  for  lithium-ion  batteries.  Nickel-metal 
hydride  is  cheaper  but  gives  less  time  per  charge. 

►  You'll  want  at  least  8  megabytes  of  RAM,  but  16  MB 
works  a  lot  better.  Go  for  at  least  a  540-MB  hard  drive, 
since  laptop  hard  drives  can  be  difficult  to  upgrade. 


with  a  relatively  inexpensive 
and  shorter-lived  nickel-metal 
hydride  battery.  But  you  can 
double  batteiy  life  by  swap- 
ping the  internal  floppy  for 
an  optional  lithium  batteiy. 
MEMORY.  Even  today's  "val- 
ue-line" laptops,  which  fea- 
ture 486  processors  running 
at  50  to  100  Mhz,  are  ma- 
chines that  road  warriors 
would  have  drooled  over  just 
a  year  ago.  For  ex- 
ample, you  can  get 
a  new  Compaq  Con- 
tura  420C  with  a 
10.4-in.  passive-ma- 
trix display  for 
around  $2,500.  The 
NEC  Versa  2000, 
with  9.5-in.  active 
matrix  or  10.4-in. 
passive  is  about  the 
same  price  as  is  the 
Dell  Latitude  LX. 
Ready    to  buy? 

COMPAQ  LTE  5000 

This  multimedia  unit 
IS  priced  at  $5,800 


There  are  a  few  things  to 
watch  out  for  when  choosing 
a  laptop.  Some  low-end  ma- 
chines are  sold  with  just  4 
megabytes  of  memory  to 
keep  their  price  below  $2,000, 
but  you  won't  be  happy  run- 
ning any  version  of  Windows 
with  less  than  8  megabytes. 
Also,  watch  out  for  small 
hai-d  drives:  Upgi'ades  can  be 
expensive,  especially  in 
cheaper  machines  without 
user-replaceable  drives. 

Above  all,  try  before  you 
buy.  The  look  and  feel  of 
desktop  machines  don't  vary 
much  from  brand  to  brand, 
but  laptops  are  idiosyncratic. 
You  may  love  the  keyboard 
on  a  Dell  and  hate  a  Toshiba. 
Finding  a  substitute  for  a 
mouse  is  a  chronic  laptop 
problem,  and  the  solutions  in- 
clude trackballs,  touch-sensi- 
tive i^ads  below  the  keyboai-d, 
and  miniatiu'e  joysticks  in  the 
middle  of  the  keyboard.  It's  a 
rare  user  who  feels  equally 
comfortable  with  all  of  these. 
Ti'y  several. 

Luckily,  your  choices  are 
far  wider  than  ever  before. 
Spend  a  Httle  time  shopping, 
and  you're  just  about  sure  to 
find  something  that  fits  your 
needs,  your  tastes,  and  your 
budget.        Steve  Wiidstrom 


BUSINESS  WEEK  /  NOVEMBER  6,  1995  127 


ANNUAL  GUIDE  TO  COMPUTERS 


Laptops 


1  FLEET  OF  HICH-POWERED  SUBS 


s 


iome  computer- 
.  toting  travelers 
'want  to  have  it 
all.  Others  just  want 
to  have  it  light.  If 
you're  willing  to  sac- 
rifice the  bells  and 
whistles  in  the  inter- 
est of  maximum  port- 
ability, a  subnotebook 
may  be  for  you. 

But  be  forewarned: 
The  compromises  re- 
quired to  squeeze  a 
computei'  into  a  pack- 
age as  small  as  8  in.         i-  ■ 
by  10  in.  and  weighing  as  liuk'  a.- 
5  pounds  are  considerable.  Subnote- 
books  don't  have  room  for  an  inter- 
nal floppy  disk  drive,  let  alone  a  CD- 
ROM.  Displays  are  smaller  than  on 
full-size  notebooks,  maxing  out  at 
10.4  in.  Hard  diives  are  smaller,  and 
memory  capacity  less.  And  key- 
boards ai'e  cramped,  often  with  keys 
smaller  than  standard  size,  and  the 
functions  of  the  101  keys  of  a  stan- 
dard keyboard  are  usually  squeezed 
onto  just  82. 

HONORARY  A.  One  thing  you  no  long- 
er need  give  up  when  you  downsize 
is  pure  computing  power.  The  new 
Toshiba  Corp.  610CT  is  the  fh-st  sub- 
notebook  to  feature  a  90-megahertz 
Pentium  pi'ocessor.  The  unit,  which 
weighs  just  4.8  pounds  with- 
out its  batteiy  charger  and 
external  floppy  drive,  in- 
cludes a  9.5-in.  active-matrix 
display,  a  720-megabyte 
hard  diive,  and  stei'eo 
sound.  The  unit  arrived  too 
late  to  be  put  through  Na- 
tional Software  Testing 
Laboratories'  entire  test 
suite,  but  its  processor,  vid- 
eo, and  disk  performance 
was  so  superior  to  its  486- 
based  rivals  that  nstl  test- 
ers say  it  almost  certainly 
would  have  recorded  the 
top  overall  score.  These  fea- 
tures don't  come  cheap, 
however:  The  new  Poitege 
is  expected  to  retail  for 
around  $4,650. 

Other  Pentium  models 
will  anive  soon,  but  for  now 


yoiu'  other  choices 
use  486s.  The  top 
scorer  in  the  nstl 
test  was  Digital 
Equipment  Corp.'s 
elegant  HiNote  Ultra, 
which  weighs  just  5.6 
pounds  with  its 
charger  and  is  an  in- 
credible 1.2  in.  thin.  It 
featui'es  a  9.5-in.  ac- 

SMALL  PACKAGE 

But,  the  Gateway  2000 
has  a  1 0,4-in,  screen 


tive-matrix  screen  and  a  528- 
megabyte  hard  chive,  and  its  optional 
external  floppy  drive  is  housed  in  a 
$299  thin,  wedge-shaped  unit  that  flts 
under  the  HiNote — pi'oviding  a  better 
tyj^ing  angle.  The  sti-eet  price  is 
around  $4,500. 

Two  veiy  different  machines  tied 
for  the  next  place  in  the  nstl  rank- 
ings. The  Gateway  2000  Liberty's 
10.4-in.  passive-matrix  screen  is  the 
biggest  of  any  of  the  machines  in  this 
class,  but  the  overall  package  meas- 
lu'es  a  compact  8  in.  by  10  in.  by  1.6 
in.  The  base  Liberty  can  be  had  for  as 
httle  as  $2,999  with  8  megabytes  of 
RAM  and  a  340-megabyte  hard  drive. 
The  unit  that  was  tested  by  nstl, 
with  a  hefty  24  megabytes  of  RAM  and 


POPULAR  SUBNOTEBOOKS 


MODEL 


PROCESSOR 


TOSHIBA  P0RTEGE610CT 

Pentium 

90 

DIGITAL  EQUIPMENT  HINOTE  ULTRA 

486DX4- 

100 

8.1 

GATEWAY  2000  LIBERTY 

486DX4- 

100 

7.6 

HEWLETT-PACKARD  OMNIBOOK  600CT 

486DX4- 

75 

7.6 

IBM  THINKPAD  710 

486DX4- 

75 

6.8 

*The  Portege  became  available  too  late  for  complete  testing,  but  its  outstanding 
performance  score  indicates  it  would  have  received  the  top  score  overall. 
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a  729-megabyte  drive,  sells  for  a  re 
tively  modest  $4,499. 

All  these  subnotebooks  use  eith( 
a  trackball  or  a  keyboard-mounted 
mini-joystick  to  control  the  cursor. 
But  Hewlett-Packard  Co.'s  thorou| 
ly  unconventional  OmniBook  600C'! 
offei's  a  miniature  mouseUke  devic( 
attached  to  a  plastic  wand  that  po} 
out  of  the  right  side  of  the  case.  It 
takes  some  getting  used  to  but  wo 
quite  well.  And  unlike  any  other  n: 
chine,  it  depends  on  a  hard  drive 
mounted  on  a  credit-card-size  PC 
card.  This  makes  it  extremely  easy 
swap  hai'd  drives  but  limits  storag 
capacity  to  260  megabytes.  Althouj 
the  OmniBook  scored  i-elatively  lo\ 
on  performance  tests,  the  overall 
score  was  pulled  up  by  a  lithium-io 
battery  that  kept  the  machine  and 
9.5-in.  active-matiix  display  going 
nearly  six  hours.  Street  price  shou 
be  around  $8,700. 
BUTTERFLY.  By  contrast,  poor  bat- 
tery performance  hurt  the  IBM 
ThinkPad  501C,  the  only  unit 
equipped  with  an  old-fashioned  ni 
el-cadmium  battery  (a  nickel-meta 
hydride  battery  is  a  $115  option). 
But  the  ThinkPad  has  a  striking  \ 
tue:  a  butterfly  keyboard  that  use 
clever  arrangement  of  cams  and  1( 
ers  to  spread  out  into  a  full-size  u 
when  the  case  is  opened.  It  also 
manages  to  fit  a  10.4-in.  a 
tive-matrix  display  into  a 
unit  whose  overall  size  is 
bit  smaller  than  the  Gate 
way  Liberty.  It  weighs  ju 
5.1  pounds  with  charger 
an  included  port-extender 
unit. 

To  be  sure,  none  of  thes 
machines,  except  perhaps 
Toshiba,  can  match  even  tl 
midi-ange  Pentium-powerec 
standard  laptops  for  perfor 
mance  or  flexibility.  And 
having  to  cany  an  externa 
drive  if  you  have  to  use  a 
floppy  disk  can  be  a  real 
pain.  But  after  you've  cair 
your  laptop  on  a  few  dash( 
between  aiiport  gates,  the 
small  size  and  light  weight 
can  cover  a  multitude  of 
sins.  Steve  Wildstr 
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The  Perfect  System  for  People  Torn 
etween  Network  and  Plain  Paper  Faxing. 


irh  Canon's  LASER  CLASS®  7000 
Series  of  fax  machines,  you  don't  have 
est  in  two  different  fax  systems  to  have 
)tion  of  faxing  two  different  ways, 
one,  they  come  with  an  array  of  cost- 
;  features  that  can  dramatically  reduce 
?hone  line  charges,  like  a  six-seconds 
ige  transmission  speed*  -  the  fastest 
business. 

t  what  makes  the  LASER  CLASS 
Series  truly  revolutionary  lies  ,NftK<-<^ 
:d  the  machines.  Because  as 
)f  the  Canon  LAN  Fax  Server  Canon 
n,  they  serve  PC  users  on  your 
11®  network  as  well. 


Now  everyone  in  your  office  can  handle  any 
kind  of  faxing  task  through  one  integrated 
system.  Which  not  only  reduces  costs,  but  can 
make  your  whole  office  run  more  efficiently. 

The  system  features  award-winning  Alcom'" 
software,  a  leader  in  network  software.  And 
because  it's  completely  plug  and  play,  you  can 
have  it  up  and  running  almost  immediately. 

What's  more,  you  can  buy  a  LASER 
CLASS  7000  Series  fax  to  use  today  as  a 
stand-alone  unit  and  with  the  addition  of  the 
\  LAN  Fax  Server,  integrate  it  into  your 
;    Novell  network  any  time  in  the  future. 

For  more  information  and  a  free  video 
demonstrating  the  LAN  Fax  Server  System, 


call  1-800-OK-CANON.  You'll  see  why 
Canon  remains  number  one  in  plain  paper 
faxing  for  the  past  six  years. 


o  w 


Y  < 

3  U 

C  A 

\SER  CLASS. 

II*     PAPEIt  FACSIMILE 


Novel!  ]S  i  registered  trademark  ut  Nnvell,  Inc.  Alcorn  is  a  trademark  of  Alcorn  Corporation. 
LASER  CLASS  is  a  registered  trademark  of  Canon  Inc.  ©  1 995  Canon  U.S.A.,  Inc. 
'  Based  on  CCITT  •!  cliart  (standard  mode). 


Canon 


Wfere  expanding  our  markets. 
One  planet  at  a.  tiirie. 


At  Chrysler  Corporation,  rapid 
expansion  into  overseas  markets 
has  become  one  ol  our  most 
important  means  ot  increasing 
shareholder  value.  And  it's  part  oi 
the  reason  we're  able  to  continuously 
build  on  a  ma)or  aspect  of  our 
success  —  momentum. 

Th  IS  positive  momentum  has 
helped  Chn  sler  Coiporation  become 


one  ot  the  world  s  most  renowned 
automotive  manufacturers;  and 
recently,  among  the  lastest  expand- 
ing. In  1992  Chiysler  International 
contributed  approximateK'  $1.9 
billion  to  total  revenues  with  sales  in 
22  countries.  This  year,  those  num- 
bers are  projected  to  reach  $-i.O 
billion  with  sales  in  over  100  countries. 
While    Chrysler  assembles 


vehicles  in  Canada,  Me.\u  c 
China,    Thailand,  .M 
Indonesia,  Venezuela,  an 
U.S.  workers  also  benelii. 
our  sales  to  oversea^ 
totaled  126,000  units.  In 
number  is  expected  !• 
203,000  units.  This  crca 
jobs  at  home.  A  pertei  i 
can  be  seen  at  our  Tok-  I 


■'Ba^  ^on  1  995  model  war  sale' 


Jeep  IS  a  registereti  trademark  ot  Chi yslcr  Corporation. 


plant  where  nearly  one- 
ill  JeejD  Cherokees  are 
atside  the  U.S. 
ommitment  to  expansion 
:learly  evident.  In  Beijing, 
e  ve  manufactured  Jeep 
or  the  growing  Chinese 
ice  1985.  In  Japan,  we've 
■ased  ownership  in  our 
istributor  Network  to  70 
and,  at  the  same  time, 
3  opened  a  regional  parts 
Singapore.  We've  also 
joint-venture  facility  in 
where  we're  manufactur- 
ht-hand  drive  Jeep 
;s.  And  starting  in  199b, 
will  introduce  four  new 
d  drive  models  (Wrangler, 
Ch  erokee.  Neon,  and 
•  Voyager)  in  Australia, 
id  the  U.K. 

itin  America,  where  our 


Brazilian  and  Aigentinean  distributor's 
will  be  100  percent  owned  by 
Chiysler,  we're  planning  to  launch 
Neon,  Stratus,  and  Caravan 
before  the  end  of  the  year.  In  1996 
Neon  will  be  produced  in  Venezuela, 
while  Grand  Cherokee  will  be 
in  production  in  Argentina  the 
following  year. 

Our  continued  dedication  to 
European  operations  is  also  paying 
handsome  dividends  and  has 
made  Chrysler  the  number  one 
American  automotive  exporter  to 
Europe.  This  accomplishment 
comes  into  even  better  perspective 
when  you  consider  the  fact  that 
last  year  Chrysler  sold  more 
vehicles  in  Europe  than  Mercedes- 


Benz  sold  in  the  United  States;' 

This  incredible  momentum 
overseas  is  due  to  our  award-winning 
product  lineup,  designed  and  built 
by  the  employees  and  management 
of  Chrysler  Corporation.  And  it  is 
these  people  who,  through  passion 
and  dedication,  have  made  Chrysler 
the  most  exciting  automobile 
company  in  the  world.  It  s  something 
we  re  proud  of,  and  you  can  be 
sure,  we  r  e  not  about  to  let  anyone 
take  that  momentum  away  from  us. 

Our  International  Operations 
are  getting  bigger  and  better  every 
day,  making  Chrysler  Corporation 
a  bigger,  better,  and  stronger 
company  for  our  shareholders,  our 
employees,  and  America. 


CHRYSLER 
CORPORATION 

CHRYSLER  •  PLYMOUTH  •  DODGE  -  DODGE  TRUCKS  •  JEEP.  •  EAGLE 
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THE  PRICE  IS  RIGHT 
FOR  PRINTERS 


The  lasers  are 
affordable,  and  most 
new  inkjets  offer 
dazzling  color 


Even  as  late  as  two  or 
three  years  ago,  a 
printer  was  pretty 
much  an  afteithoiight  in 
the  purchase  of  a  home  com- 
puter system.  Unless  buyers 
ran  home  businesses  that  re- 
quired fancy  documents  or 
printed  presentations,  most 
opted  for  a  cheap,  noisy  dot- 
matrix  model  that  could — 


with  a  new  ribbon — slowly 
turn  out  text  of  just-passable 
quality. 

But  today,  many  stores 
can't  give  away  dot-matrix 
machines.  That's  because  piic- 
es  of  laser  printers  have 
plummeted  to  an  affordable 
$400  or  less.  And  less  costly 
Inkjet  printers  have  vastly 
improved.  Their  black-and- 
white  text  now  looks  as  good 
as  that  from  a  laser,  and  vir- 
tually all  new  inkjet  printers 
can  print  in  vibrant,  dazzling 
colors.  National  Software 
Testing  Laboratories  Inc.,  a 
unit  of  The  McGraw-Hill 
Companies,  put  several  cur- 


rent models  through  their 
paces  and  found  that  you 
needn't  spend  a  fortune:  Lex- 
mark International  Inc.'s  Col- 
or Jetprinter  1020  yielded 
great  color  output  for  less 
than  $800 — thousands  less 
than  a  high-end  color  laser. 
HOMEWORK.  Before  you  hit 
the  computer  stores,  howev- 
er, do  a  little  homework. 
With  few  exceptions,  print- 
ers designed  for  IBM-compat- 
ible machines  won't  work 
with  Apple  computers,  and 
vice  versa.  But  Canon  Inc., 
which  sells  IBM-compatible 
piinters  only,  also  makes  Ap- 
ple Computer  Inc.'s  Style- 


Writer  line,  and  Hewl 
Packard  Co.'s  DeskJet  pi 
ers  for  PCs  are  nearly  idf 
cal  to  its  Desk  Writer'  line 
Apple.  Epson's  Stylus  C 
printers  are  the  only  ( 
with  connections  for  1 
Apples  and  iBM-compatil 
The  choice  between  i 
ser  printer  and  an  in 
these  days  comes  dowi 
how  much  you  print 
whether  you  need  color, 
sers,  which  print  a  full  j 
at  a  time  with  an  electros 
ic  process  like  that  of  o: 
copiei's,  are  I'ugged  mach 
designed  to  handle  thousi 
of  black-and-white  pag( 
month.  In  contrast,  in 
printers  spray  ink  onto 
page  one  line  at  a  time, 

CANON  BJC-70 

It  looks  like  a  compact-disl 
player.  A  good  bet  at  $349 


)ly  handling  hundreds  of 
5  monthly.  Among  the 
:s  in  this  usually  $400- 
range,  today  there 
t  radical  differences  in 
quality  or  cost  of  sup- 
The  best  inkjets  turn 
le  same  crisp,  dark  text 
aser.  But  lasei-s  ai"e  fast- 
d  a  cent  or  two  cheaper 
age,  and  a  freshly  print- 
.ge  won't  smear,  as  one 
an  inkjet  might, 
lally,  if  space  is  at  a 
■h — in  a  dorm  room, 
or  you  need  a  printer 
e  nm.  consider  a  port- 
Canon's  sleek  new  BJC- 
hich  looks  more  like  a 
act-disk  player  than  a 
!r,  is  a  good  bet  at  $349. 
ler  is  hp's  DeskJet  340 
99,  though  if  you  want 
a  color  cartridge  is  $30 
Both  are  light  enough 
<e  along  on  a  business 
But  skip  the  optional 
ries  and  rechargers,  as 
nlikely  you'll  ever  haul 
he  printer  in  your  car 
an  airplane.  Another 
saver  is  the  "office-in-a- 
which  combines  an  ink- 
rinter  with  a  scanner, 
■nience  copier,  and  fax 
ne  (page  134).  Unfortu- 
r,  only  one  model,  from 
ark,  can  print  in  color. 
<ID  TEST.  Once  you've 
mined  your  needs,  it's 
to  go  shopping.  These 
it's  better  to  approach  a 
printer  purchase  as  if 
rere  buying  a  color  TV: 
at  the  pictm-es,  and  buy 
ne  that  looks  best  to 
You  no  longer  simply 
e  the  printer  that  puts 
ost  dots  per  inch  on  the 
Now,  with  new  inks  and 
are  to  smooth  the  imag- 
d  sharpen  the  edges,  a 
or  dravwng  from  a  300- 
0  DPI  printer  can  look 
od  as  one  from  a  720- 
0  DPI  machine.  So  it's 
a  task  of  comparing 
lark  the  blacks  are  and 
avid  the  colors  appear, 
ly  all  this  emphasis  on 
printing  for  the  home? 
word:  kids.  "Children 
in  color,  they  see  color 
;  computer  screen,"  says 
Kerker,  a  marketing 
?er  at  Hewlett-Packard, 
oesn't  make  sense  to 
if  the  printer  doesn't 
in  color." 


If  you  doubt  it,  just  look  at 
what  comes  with  color  print- 
ers. Each  model  in  Canon's 
new  consumer  line  sports  a 
CD-ROM  disk  called  Canon 
Creative  that  includes  the 
Crayola  Art  drawing  pro- 
gi'am,  a  greeting-card  maker 
from  Hallmark  Cards  Inc., 
software  to  create  kids'  sta- 
tionery, stickers,  and  labels — 
and  a  program  to  print 
needlework  patterns  on  cot- 
ton fabric.  Other  makers  bun- 
dle software  that  lets  you 
tackle  jobs  often  handled  by 
commercial  piinters.  hp's  $400 
DeskJet  660Cse  comes  with 
Broderbund  Software's  Print 
Shop  Deluxe  and  a  pack  of 
assorted  fancy  papers  and 
card  stocks.  Epson  includes 
a  mail-in  coupon  good  for  ei- 


RED-HOT  COLOR  INKJETS 


MODEiyPRICE 


PAGES  PER  PRINT  QUALITY 

MINUTE*     COLOR*"  BLACKS  WHITE 


CANON  BJC-4100/$379 


0.4  ★★^ 


★  ★★★ 


EPSON  STYLUS  COLOR  II  /  $449  07 

HEWLETr-PflCKflRD  DESKJET  855C  /  $549  1  5  *  ★  *  i 

HEWLEn-PACKARD  DESKJET  660Cse/$399  0  8  ★  -k  i 

HEWLEn-PACKARD  DESKJET  340  /  $299    0  7  if  i 


•kifitir 


LEXMARK  COLOR  JETPRINTER  1020/ $269  0.4  ** 
LEXMARK  WINWRITER  150c/ $349  1.0  ★  ★ 


*  Weighted  average  of  black  and  white  and  color  printing  at  300  or  360  dots  per  inch 
**  Weighted  average  rating  of  both  print  and  image  quality 
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MFUSERJET5L 

This  low-end  laser  can  handle 
card  stock.  It  goes  for  $479 

LEXMARK  1020 

Low-priced  at  $269,  but  color 
printing  can  wind  up  costing 

ther  EasyPhoto,  a  progi-am 
for  inserting  photos  in  letters 
or  flyers,  or  Sierra  On-Line 
Inc.'s  Print  Artist. 

But  the  advent  of  color 
printing  has  ushered  in  some 
unusual  economics  that  you 
should  recognize  before  you 
buy.  In  effect,  the  printer 
business  is  now  a  razor-and- 
blade  affair.  Printer  compa- 
nies today  make  their  money 
on  ink  cartridges  and  special 
coated  or  glossy  papers.  And 
the  costs  can  quickly  add 
up — especially  for  buyers  of 
inexpensive  color  machines. 
Generally,  the  more  you  pay 
for  the  printer,  the  less  the 
supplies — and  each  printed 
page — will  cost.  For  exam- 
ple, Epson's  $799  Stylus  Pro 
turns  out  a  typical  color 
page  for  less  than  8(Z.  The 
same  page  printed  by  its 
$299  Stylus  Color  lis  model 
will  cost  you  20^.  Neither  in- 
cludes the  12.5c-per-page 
cost  of  the  coated  paper  that 
Epson  recommends  for  the 
best  results. 

One  explanation  for  these 
cockeyed  numbers  is  that  the 
cheaper  printers  print  black 
as  a  combination  of  the  three 
primary  colors — cyan,  magen- 
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ta,  and  yellow — so  they 
consume  quantities  of 
expensive  color  inks. 
Unfortunately,  that 
kind  of  black  is  apt  to 
look  a  bit  muddy  com- 
pared with  the  dark, 
crisp  text  of  a  laser. 
Other  printers  that  use 
three  colors  to  create 
so-called  "process"  or 
"composite"  black  in- 
clude HP's  $299  Desk- 
Jet 600,  Canon's  $269 
BJC-210,  and  Lex- 
mark's $269  Jetprinter 
1020.  Wlien  you're  only 
printing  black-and-white  text, 
though,  each  lets  you  swap 
in  a  cheaper  black-ink  car- 
tridge that  lowers  the  cost  to 
between  4(2  and  5(2  a  page. 

The  next  step  up  are  such 
printers  as  Canon's  $379 
BJC-4100,  HP's  $399  DeskJet 
660Cse,  Epson's  $449  Stylus 
Color  II,  and  Lexmark's  $349 
WinWriter  150c.  These  are 
slightly  cheaper  to  operate — 


acUially,  Hl's  is  much  chea|xT, 
around  13(2  per  page — and 
use  two  cartridges,  the  thi'ee- 
color  one  along  with  pure 
black.  The  top-of-the-line  hp 
DeskJet  855C  or  Canon  BJC- 
610,  each  about  $549,  will 
turn  out  color  at  about  a 
dime  a  page,  or  plain  black 
text  at  about  3(2.  They're  also 
faster:  In  tests  at  NSTL,  the 
HP  DeskJet  855C  could  print 


EPSON  STYLUS 

COLOR  !i 

The  line  has  connectioas 
for  IBMs  and  Apples 

nearly  four  pages  of 
text  in  a  minute,  or  a 
page  of  color  graphics 
in  about  90  seconds. 
That's  more  than  twice 
as  fast  as  the  compa- 
ny's midline  660Cse. 
A  CAVEAT.  If  you  don't 
absolutely  need  color, 
you  should  consider  a 
low-end  laser  printer. 
Designed  for  home  office  use, 
they  generally  print  four  to 
six  pages  a  minute  and  cost 
2?  to  3(2  a  page  to  operate. 
Recently,  manufactm'ers  have 
started  straightening  out  the 
tortuous  path  that  paper 
takes  tlu'ough  a  laser  printer. 
So  some  can  now  handle  card 
stock,  such  as  announcement 
or  business  cai'ds — and  these 
printers  are  less  likely  to 


iron  wi'inkles  into  en\  i 
Two  good  choices  ai- 
LaserJet  5L  at  $4'i. 
Brother  Industries  Lt(  - 
630,  a  six  page-per-m 
$399  printer  that  Coi> 
Reports  recently  ran 
Best  Buy. 

A  word  of  warnini;: 
retailers  now  routinel\ 
in  a  printer  when  th»  y 
computer  system,  but 
ten  an  inexpensive  oi'  ( 
tinned  model.  So  mal.t 
the  printer  is  capable  i 
dling  all  your  printing 
or  pay  $100  extra  to  u| 
to  a  bettei'  one. 

Or  two.  If  you  h;r, 
than  one  PC,  you  m;i 
to  outfit  one  with  a  la> 
business  and  everyd;i 
and  one  with  a  coloi- 
for  the  kids.  At  today'- 
es,  you  can  get  both  \'- 
topping  $1,000,  01'  1 
hundreds  less.  That's  a 
pi'ice  to  pay  to  keep  pi  ■ 
the  family.  Larry  A)'ii': 


THE  ONE-MAN  BAND  OF  HOME  OFFICES 


So  you're  setting  up  a  home  of- 
fice. Whether  you  plan  to  launch 
a  business  or  just  want  to  be 
more  productive  in  your  day  job,  , 
you're  going  to  need  a  few  ba- 
sics. Besides  the  computer, 
you'll  want  a  printer.  A  fax 
would  be  nice,  one  of  those 
plain  paper  ones  where 
the  pages  don't  roll 
up.  Then  there's 


4^ 


the  copier,  to  save 
on  late-night  imis 
to  Kinko's.  (Hey, 
this  office  is  begin- 
ning to  look  hke 
Kinko's.)  Oh,  and 
don't  forget  a  spare 
desk — to  hold 
everything. 

Ovemhelmed?  "^'^ 
Then  why  not  do  what  # 
more  and  more  work-at- 
homes  are  doing:  save  space  and 
c  ;ish  by  buying  an  office-in-a-box. 
Th(,  se  are  multifunction  office  ma- 
chin  s  that  print,  scan,  copy,  and  fax, 
and  yii'i  can  pick  one  up  for  as  little 
as  $500.  As  you  add  features,  such  as 


PC  fax  software,  a  telephone  handset, 
01'  software  to  control  the  whole 
works  from  your  PC,  these  multipur- 
pose gadgets  get  more  expensive, 
but  not  much  more.  Better  yet, 
they  take  up  about  the  same 
space  as  a  full-size  laser  print- 
er, so  they  can  sit  on  a 
corner  of  your  desk. 

A  bare-bones  unit 
such  as  Hewlett- 
Packard  Co.'s  Office- 
Jet gives  you  a 
monochrome  Inkjet 
printer  and  a  plain  pa- 
per fax.  Together  they 
serve  as  a  convenience 
copier:  Scan  a  single 
sheet  into  the  fax,  and 
a  copy  prints  out.  It 
sells  foi-  about  $599,  al- 
though HP  is  offering  a  $100 
rebate  through  January.  For 
$100  more,  hp's  OfficeJet  Lx  includes 
software  to  scan  in  gi-aphics  or  to 
pi'ogram  in  fax  number's  fi'om  youi' 
keyboard,  rather  than  the  OfficeJet's 
tiny  keypad  and  display. 

Similar  systems  are  available  fi'om 


1     ^  t 


such  companies  as  Canon,  Brother, 
and  Okidata.  Earlier  this  year,  Le? 
mark  International  Inc.  introduced 
its  $699  Medly  4c,  the  fu'st  multifu 
tion  machine  that  can  print — but  n 
copy — in  color.  Another  new  entry 
Xerox  Corp.'s  Document  WorkCen 
250.  Unlike  rivals'  200  dot-per-inch 
scanners,  Xerox'  300  dpi  version 
makes  copies  that  come  closer  to  t 
quality  of  big  Xerox  office  copiers. 
The  $699  machine  also  includes  tht 
company's  TextBridge  Pro  optical 
character  recognition  softwai'e,  so 
you  can  scan  in  a  document  and  th 
edit  it  in  your  woi'd  processing  or 
spreadsheet  progi-am. 

Of  course,  there  are  downsides. 
While  multifunction  peiipherals  an 
cost-effective,  they  limit  your  flexil 
ity.  If  you  later  need  a  faster  print 
01'  fax,  say,  you'll  end  up  replacing 
the  whole  machine.  But  many  buye 
ai-e  willing  to  take  that  risk,  given 
that  all-in-ones  cost  less  than  half  ( 
what  you'd  spend  outfitting  an  offi( 
with  individual  components.  Now, 
you  could  just  find  space  for  those 
vertical  files....       Lamj  Armstro 
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and  tlie  ability  to 
add  more  power  at  a 
moment's  notice. 


He  was  also  the  first  to  see  that 
AS/400  Advaneed  Series  could 
do  all  this  with  lower  administrative 
costs  tiiaii  other  [)latrornis. 


"t^ 

1- 

Ml  "  ^  '  mi 
P  1 

ii>  ^^^^ 

is  a  client/server 
network  that  sends 
sales  data  throughout  the 
Sega  empire  instantly 


Behind  Bill  Downs' 
iccess  in  keeping  Earth 
afe  from  ahen  life -forms 


If  hen  your  business  ^rotvs  from 
zero  dollars  lo  a  billion  dollars  in  five 
Years,  choosing'  a  client/server  system 
thai  can  keep  up  u  illi  the  Lirou  lh  is 
pretty  important. 

W  Inch  is  u  hat  Bill  Doinis  of  Se^jia 
has  found  ivith  tS/UX)  Advanced  Series. 

"In  five  vca/'.s,  ive  probably  would 
have  had  tno  or  three  different  busi- 
ness systems  if  ive  h<ul  started  u  itli 
something  that  didn't  s<  (de  as  easily  as 
AS/ 1 OO,"  says  Hill.  "  Vf^/ic  (>fus  had  the 
idea  jve  uould  <fro\v  as  fast  as  ive  did'' 

Bill  has  his  iS/l(IO  Advaneed  Series 
riinnini^  the  entire  business,  f  ie  s  usin" 
it  to  process  orders  (uul  schedule  deliv- 
ery to  20.0111)  retail  stores  overnight,  lie 
has  his  comjxmy's  PCs.  Xhu  s.  and  Sili(  (>n 
Graphics  uorkstations  running  off  it. 
And  his  iS/ 100  Advanced  Series  does 
all  this  ivith  a  technolo<iy  budget  of  less 
tluui  tno-lenlhs  o/  one  percent  of  rev- 
enue, and  n  ith  nuninnd  support  staff 

If  youd  like  to  see  how  you  (  <in 
manage  business  <xr<nvth  at  loiver  cost 
with  IS/ KM)  AdviUiced  Series.  c<dl  us  at 
]  800  IBM-3:m  e.xt.  IIA  l.yl.  Or  visit  our 
honw  pa<ie  at  http://u  tvw.as  IOO.ibm.( oni 
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GET  WITH 
THE  PROGRAMS 


Everybody  knows 
about  Win95.  But 
there's  plenty  more 
hot  new  software 


You've  brought  home  a 
blazingly  fast  Pentium 
computer.  It  has  Micro- 
soft Corp.'s  new  Win- 
dows 95  operating  system 
and  meets  all  the  specs  that 
your  techie  friends  insisted 
you  had  to  get.  What's  more, 
the  computer  contains  gobs 
of  software  that  the  manu- 
facturer bundled  in  for  free. 

But  you're  not  finished 
shopping  yet.  When  you 
start  playing  with  some  of 
those  "free"  programs  that 
came  with  your  machine, 
you'll  discover  that  many — 
including  Intuit  Inc.'s  popular 
Quicken  jjersonal-finance  pro- 
gram that  comes  with  many 
PCS — are  not  the  complete 
versions.  You'll  have  to  fork 
over  some  bucks  for  the  full- 
fledged  package.  The  good 
news:  The  software  selection 
has  never  been  better.  To 
help  with  your  shopping, 
BUSINESS  WEEK  took  a  look 
at  some  of  the  hottest  new 
software  packages  hitting 
store  shelves,  as  well  as 
some  classics  that  a  PC  own- 
er shouldn't  be  without. 
WIN-WIN?  First,  a  few  words 
on  Windows  95.  In  most  cas- 
es, any  pc  built  since  Sep- 
tember will  automatically 
come  with  the  new  Microsoft 
program.  But  for  owners  of 
older  machines,  is  Windows 
95  worth  all  the  hoopla?  For 
starters,  Windows  95  will 
give  you  a  less  cluttered 
screen  and  organize  the  con- 
tents of  your  PC  into  practi- 
cal groupings,  designated  by 
such  icons  as  My  Computer 


and  Network  Neighboi 
AutoPlay  is  a  handy  fe 
that  lets  you  run  a  i  ! 
by  simply  loading  t'le 
and  clicking  on  a  few  ic 
a  welcome  improveim 
you've  stniggled  with  ii 
ing  CD-ROM  progi'am-. 
Plug  &  Play,  a  new  ; 
ware  specification,  Wii 
95  also  simplifies  inst 
new  hardware.  Overall, 
dows  is  faster  and  less 
to  crashes  than  before 
it's  a  better  platfori 
games. 

What  can  you  do 
Win95?  The  expected 
of  new  programs  is  no\ 
a  trickle.  Microsoft,  nat 
is  leading  the  parade.  ] 
dition  to  its  mainstay 
"suite"  of  business  pro^ 
the  software  giant  has 
up  vdth  a  raft  of  new 
sumer  titles  that  worli 
with  Win95,  including 
Movie  Maker,  which  let; 
create  their  own  anir 
movies,  and  new  versic 
its  Cinemania  movie 
and  Money  personal-fi 
program. 
TUNING  UP.  The  first  1 
packages  from  other 
ware  makers  include 
valuable  "utility"  prog 
These  packages  handle 
housekeeping  for  your 
managing  disk  space, 
ning  for  viruses,  and  ge 
ly  keeping  your  sj 
humming.  Norton  Ut: 
for  Windows  95,  a  nev 
sion  of  Symantec  Corp.' 
ennial  favorite  (about  : 
does  a  pre-installation 
up,  preparing  your  diS; 
files  for  Win95.  Norton's 
Doctor  diagnoses  and  ri 
disk  problems,  and  i 
help  you  recover  fi.les 
disappear  into  the 
when — inevitably — youi 
puter  goes  kerflooey. 

Norton  Antivirus,  a 
package,  can  detect  and 
inate  viruses  that  elud( 
Win95  virus  protectior 
grams.  Microsoft  Pll 
$39.99  assortment  of 
gi-ams  for  use  with  Wii 
95,  comes  with  helpful 
compression  softwar< 
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;  an  addictive  electron- 
tall  game). 

■<!  you're  ready  to  roll, 
r  PC  didn't  come  with 
c  all-in-one  package, 
'ill  want  to  get  one. 
r  to  the  office  suites 
people  use  at  work, 
combos  include  such 
as  word-processing 
ms  and  database  man- 
geared  for  home  use. 
)od  ones  for  Win95  are 


software  aisles  of  your  com- 
puter store,  you  know  that 
there  are  cd-rom  programs 
on  hundreds  of  topics.  A  re- 
cent trend  has  been  a  spate 
of  eye-pleasing  "coffee  table" 
disks  covering  the  fine  arts. 
One  standout  is  A  Passion 
for  Art,  fi'om  Coi-bis  Publish- 
ing, a  software  company 
owned  by  Microsoft's  Bill 
Gates.  The  .$49.95  program 
covers  the  splendid  Post- 


tium  PC,  you  wind  up  wait- 
ing for  3-D  Kitchen  to  ren- 
der a  photo-realistic  sketch 
of  your  plan.  But  the  pro- 
gram's tips  can  help  you 
avoid  costly  mistakes.  For 
other  do-it-yourself  jobs,  try 
Weekend  Home  Projects,  a 
$45  CD  from  IVI  Publishing. 

There  is  even  software 
that  lets  you  turn  your  PC 
into  an  electronic  scrapbook. 
Echo  Lake,  from  Delrina,  is 


acters  to  life  in  a  multimedia 
CD-ROM,  for  ages  8  to  7.  For 
the  12-and-up  set,  try  Sierra 
On-Line  Inc.'s  The  Lost 
Mind  of  Dr.  Brain,  which 
challenges  youngsters  with 
entertaining  puzzles  and 
brain  teasers.  Microsoft's 
.$89.95  3-D  Movie  Maker  lets 
budding  filmmakers  (ages  8 
and  up)  mi.x  and  match  char- 
acters, settings,  sound  ef- 
fects, and  actions  to  create 


SOFTWARE 
GALORE 

A  sampling  of 
some  of  this 
year's  big  titles 


oft  Works  ($99)  and 
Works  ($99).  from  the 
Computer  Inc.  soft- 
ubsidiary.  Novell  Inc., 
'hile,  has  come  out 
5  iii'st  Win95  progi'am: 
tWorks  for  Kids,  a 
package  bundhng  ba- 
iting, painting,  and 
g  programs  for  kids 
through  12. 
,ood  general-purpose 
nic  encyclopedia  is  a 
)r  families.  The  leading 
ns  are  from  Compton's 
idiR,  Grolier  Electi'onic 
ling,  and  Microsoft — 
will  run  you  up  to 
piece.  This  year,  they 

online  links  that  let 
iep  current  on  fast- 
ig  situations,  such  as 
r  in  Bosnia.  Microsoft 
lelf  and  Compton's  Ref- 

Collection  are  handy 
ce  disks  with  thesau- 
tionary,  quotations  and 
resources.  For  kids, 

Knowledge  Adven- 
Ay  First  Encyclopedia 
e  Random  House  Kid's 
Dpedia,  for  ages  3  to  6 
0  12,  respectively.  Both 
out  $45. 

Du  have  been  to  the 


PRODUCT/DESCRIPTION 

COMPANY 

PRICE 

GAMES 

SpyCraft,  An  espionage  thriller 
Phantasmagoria,  A  horror  adventure 

Activision 
Sierra  On-line 

$59.95 

REFERENCE 

Compton's  interactive  Encyclopedia, 

A  multimedia  encyclopedia 

3-D  Kitchen,  Design  your  dream  kitchen 

Bookshelf,  Multimedia  reference  library 

Compton's 

Books  That  Work 
Microsoft 

$99 

$50 
$50 

ONLINE 

Navigator,  The  leading  Web  browser 
WebAuthor,  Creates  Web  documents 

Netscape 
Quarterdeck 

$39.95 
$150 

UTILITIES 

Norton  Utilities  for  WIndow/s  95,  A  suite 
of  essential  housekeeping  programs 

Symantec 

$129 

COFFEE  TABLE 
CDs 

Passage  To  Vietnam,  A  photographic 
journey  to  Vietnam 

A  Passion  for  Art,  A  tour  of  the  Barnes 
Foundation  paintings 

Against  All  Odds/ 
Interval 

Corbis  Publishing 

$39.95 
$50 

impressionist  paintings  of  the 
Barnes  Foundation.  Le  Louv- 
re, a  new  title  published  by 
BMG  Interactive,  gives  you  a 
tour  of  the  Paris  museum, 
with  detailed  discussions  of 
more  than  300  works,  from 
the  Mona  Lisa  to  Gericault's 
The  Raft  of  the  Medusa.  If 
you  are  a  photography  or 
travel  buff,  check  out 
Against  All  Odds'  Passage 
to  Vietnani.  The  beautifully 
crafted  program  ($39.95) 
brings  you  along  with  some 
of  the  world's  top  photogra- 
phers on  assignment  in 
Vietnam. 

CHICKEN  JULIA.  Whether  you 
want  to  get  up  to  speed  in  a 
new  hobby,  refurbish  your 
home,  or  brush  up  on  an  old 
pastime,  there's  bound  to  be 
a  CD-ROM  to  help.  Microsoft's 
$39.95  Julia  Child  cd-rom  is 
drawing  raves.  Once  you 
master  chicken  a  la  Julia, 
you  may  be  inspired  to  rede- 
sign your  cooking  space.  3-D 
Kitchen,  the  latest  "how-to" 
title  from  Books  That  Work, 
lets  you  whip  up  your  dream 
kitchen  down  to  the  tiniest 
detail.  It's  a  bit  difficult  to 
master,  and  even  on  a  Pen- 


a  $59.95  multimedia  family 
album  that  lets  you  keep  pic- 
tm-es,  videos,  and  sound  cHps 
of  the  entire  clan,  along  with 
captions  or  stories  you  type 
in.  For  genealogy  fans.  Ban- 
ner Blue  Software's  $60 
Family  Ti"ee  Maker  helps 
you  to  track  and  record  your 
family's  history. 

And  of  course,  there  are 
hundreds  of  programs  for 
kids.  Dr  Seu.'is's  ABC,  $40 
from  Living  Books,  brings 
the  beloved  Dr.  Seuss  char- 


RIGHT  THIS  WAY 


These  days, 
you're  not  hip 
unless  you're  on 
the  Net.  So  now, 
all  the  online 
services  offer 
programs  for 
surfing  the  Web 


their  own  movies,  which  can 
be  saved  and  played  back. 

What  about  games  for 
overworked  adults?  If  the 
last  game  you  played  was 
Tetris,  you're  in  for  a  sur- 
prise. The  latest  games  use 
live  actors,  film  footage,  and 
incredibly  complex  plots.  The 
most  ambitious  works  boast 
multimillion-dollar  budgets 
and  have  so  many  twists  and 
turns  that  they  can  take  up 
to  30  hours  to  conclude. 
Phantasmagoria  is  a  haunt- 
ed house  thriller  with  entic- 
ing graphics  and  filmed  ac- 
tors. The  plot  revolves 
around  a  couple  who  move 
into  a  Gothic-style  mansion 
where  horror  lurks  in  every 
eerie  room.  Warning:  This  is 
not  for  the  squeamish  or  the 
prudish.  The  .$70  game,  made 
by  Sierra  On-Line,  has 
raised  alarms  because  of  its 
violent  content. 

Activision  Inc.,  the  maker 
of  the  popular  Mech  Wanior, 
also  has  some  promising  new 
titles.  Elk  Moon  Murder 
($29.95),  a  mystery  set  in 
Santa  Fe,  N.  M.,  will  be  out 
in  November.  Activision's 
SpyCraft,  a  thriller  devel- 
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oped  with  the  help  of  for- 
mer Central  Intelligence 
Agency  Director  William  E. 
Colby  and  his  kgb  counter- 
part, Oleg  D.  Kalugin,  is  due 
in  February.  As  ciA  opera- 
tive Jack  Ryan,  you  must 
protect  the  President  from 
the  Russian  mafia.  Along  the 
way,  you  will  pick  up  clues, 
maps,  and  other  data  at  the 
actual  Internet  sites  of  the 
CIA  and  National  Security 
Agency.  You  can  even  E- 
mail  real-life  former  ciA  and 
K(3B  spooks  for  advice.  The 
title  has  taken  $8  million  and 
two  years  to  develop. 

Another  game  to  look  out 
for:  Quake  fi'om  id  Software, 
the  makers  of  Doom,  id 


grams  that  let  you  coi 
documents  to  html.  C 
terdeck's  $150  Web  Ai 
lets  you  easily  create 
documents,  complete 
links  to  other  pages,  i 
Microsoft  Word. 

To  keep  track  of  the 
ey  you're  spending  o 
these  goodies,  you  n 
want  to  try  one  of  the 
sonal-finance  programs 
tuit's  Quicken  remaini 
tn|)  (Idu  111  this  category 


PHANTASMAGORIA 

Sierra  On-Line's  haunted- 
house  game  uses  high-tech 
graphics  and  filmed  actors. 
Not  for  the  squeamish. 


3-D  MOVIE  MAKER 

Microsoft's  program  let  s  kids 
create  their  ov\ii  animated 
adventures.  It's  among  the 
company's  (!arly  Win95  titles 

promises  Quake  will  have 
truly  amazing  o-D  gi-aphics, 
allowing  players  to  look  un- 
der objects  and  move  around 
in  ways  they  can't  in  today's 
games.  There  are  also  new 
versions  of  such  standbys  as 
Maxis'  Sim  City  series  and 
Microsoft's  Flight  Sinrtdatoi: 
JUST  BROWSING.  Of  course, 
these  days  you're  not  hip 
unless  you  are  surfing  the 
Net.  For  newbies,  the  easi- 
est way  to  get  there  is 
through  an  online  service 
provider,  such  as  America 


Online  Inc.,  Prodigy  Ser- 
vices, or  CompuServe  Inc. 
If  you  buy  a  PC  this  fall, 
there  will  be  sign-up  soft- 
ware for  two  or  three  online 
services,  including  the  new 
Microsoft  Network,  which 
comes  with  Win95.  Once  you 
select  a  service,  expect  to 
pay  about  $10  a  month  for  a 
specified  number  of  hours, 
usually  5,  and  $-3  per  houi' 
after  that. 

All  the  commercial  online 
services  provide  gateways  to 
the  Internet,  including 
browser  programs  that  you 
can  download  and  use  to  ex- 
ploi'e  the  Woi-ld  Wide  Web. 
If  you're  ready  for  some- 
thing more  advanced,  try 
Netscape  Communications 
Corp.'s  Navigator  browser. 


The  latest  version,  now  in 
prerelease  testing,  is  avail- 
able on  Netscape's  Web  site 
for  fi-ee  (www.netscape.com). 
Navigator  2.0  has  the  latest 
in  cyber-software,  including 
Sun  Microsystems  Inc.'s  Java 
programming  language  that 
lets  you  make  and  use  "ac- 
tive" Web  pages — with  ani- 
mation programs,  for  exam- 
ple. If  you  don't  want  to 
download  Navigator,  you  can 
buy  it  in  a  computer  store. 
The  $39.99  price  includes  on- 
line help  and  90  days  of 
technical  support. 
MONEY  MATTERS.  Ready  to 
create  your  own  Web  page? 
There's  a  growing  number 
of  programs  to  help  you. 
The  Web  is  based  on  a  foi'- 
mat  called  HTML,  so  any  in- 
formation you  want  to  put 
on  the  Web  must  confoi-m  to 
the  HTML  conventions.  Many 
word-processing  programs, 
including  Microsoft  Word  6.0 
and  Novell  Inc.'s  Word- 
Perfect 6.1,  come  with  pro- 


PASSAGE  TO  VIETNAM 

Against  All  Odds'  beautifi 
crafted  look  at  the  Asian 
nation  should  appeal  to 
photography  and  travel  bi 

Microsoft,  having  give 
on  buying  Intuit  Inc 
finished  a  massive  rewr 
its  Money  progi-am,  di 
stores  on  Nov.  1. 
Quicken  and  Money  co 
online  links  that  let  yoi 
up  account  information 
selected  banks.  And 
companies  are  devek 
online  areas  to  suppl 
nancial  advice.  Microsoi 
on  the  Microsoft  Net\ 
Intuit's  forum  is  on 
Internet. 

With  all  the  new  t 
you  will  have  no  tn 
finding  software  to  ru 
your'  PC.  But  a  bigger 
lem  may  be  finding^' 
time — and   disk  spaci^; 
use  it  all.         Am  if  Ctt 
with  Edward  C.  Baig  j 

 i. 


I 
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THE 

ROBERTSON  STEPHENS 

CONTRARIAN  FUND 


Paul  H.  Stephens,  Portfolio       2^  02^^^ 


Manager,  seeks  to  make 


Year  to  date 
return  ended 
9/30/95 

0/ 


money  whichever  way  the  22 


market  goes.  For  his  latest 
market  views  or  to  get  a 

% 

prospectus,  call: 


One  year 
return  ended 
9/30/95 


13.57% 

Average  annual 
return  shwe 
inception 


800766-3863 


ROBERTSON 
STEPHENS  & 
COMPANY 


MUTUAL  FUNDS 


BRINGING  THE  FUND  MANAGER  TO  YOU. 


more  information,  including  other  management  fees,  expenses  and  the  risks  associated  with  international  investing  and 
1  selling,  call  Robertson  Stephens  &  Company,  distributor,  for  a  prospectus.  Read  it  carefully  before  you  invest.  Past 
ormance  is  no  guarantee  of  future  results.  You  should  realize  that  investment  return  and  principal  value  will  fluctuate 
hat  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost. 


ANNUAL  GUIDE  TO  COMPUTERS 


Communications 


LET  YOUR  PC 
DO  THE  WALKING 


Today's  multimedia 
computers  can  do 
everything  a  phone 
can-and  more 


The  personal  computer 
has  assumed  the  role 
of  many  once-familiar 
tools.  The  typewriter, 
the  general  ledger  notebook, 
the  calculator — all  have  been 
replaced,  or  at  least  elbowed 
aside,  by  PCs  in  techno-savvy 
households  and  home  offices. 

Next  to  go  may  be  an- 
other annoying  laggard  in 
the  world  of  high-tech  com- 
munications: the  telephone. 
"We've  become  so  accus- 
tomed to  this  dumb  animal 
called  the  phone  that  we 
don't  even  notice  its  deficien- 
cies anymore,"  says  Telepho- 
ny Books  publisher  Harry 
Newton,  a  phone  industry 
analyst.  "I  can't  wait  for  the 
day  I  no  longer  have  to  deal 
with  it." 

IDIOT-PROOF.  How  about  to- 
day? While  tapping  into  the 
Internet  and  online  services 
remains  the  main  way  to 
communicate  from  a  desktop 
or  laptop,  PCS  are  becoming 
increasingly  adept  at  manag- 
ing voice  calling.  New  multi- 
media models  from  Apple, 
Compaq,  Packard  Bell  Elec- 
tronics, and   others  come 


HOW  TO 
PREPARE 
YOUR  PC 
FOR  A 
WIRED 
WORLD 


with  speakerphones  and 
built-in  answering  machines. 
Assuming  your  PC  has  a 
sound  card  and  modem  (as 
80%  of  new  home  PCs  do), 
you  can  beef  up  a  PC  to 
store  and  forward  voice  mail 
as  easily  as  E-mail.  And 
while  the  phone's  tiny  key- 
pad requires  you  to  remem- 
ber codes,  such  as  *7  to 
transfer  calls,  software  de- 
velopers are  creating  on- 
screen command  pads  with 
idiot-proof  buttons  marked 
"transfer"  or  "hold." 

The  ability  to  dial  a  phone 
through  a  personal  computer 
has  been  around  for  a 
while — after  all,  that's  how 
your  modem  works.  But  de- 
veloping software  for  mak- 
ing us  all  cyberdialers  is  a 
bit  trickier.  "We  have  had  to 
wait  for  hardware  that 
doesn't  make  our  software 
look  clunky,"  says  Michael 
Stanford,  chairman  of  Dal- 
las-based AlgoRhythms.  His 
company's  "virtual  phone," 
called  PhoneKits,  comes  pre- 
loaded on  Compaq's  Presa- 
rio  7100  series  home  PCs. 
With  PhoneKits,  you  can  dial 
a  number  by  simply  clicking 
on  a  person's  name  in  an 
electronic  Rolodex.  More 
such  products  are  on  the 
way,  thanks  to  a  standard 
called  TAPi  (telephone  appli- 
cations program  interface), 
which  is  incorporated  into 


Microsoft  Corp.'s  Windows 
95  software. 

Some  examples  of  the 
new  products:  Universal 
messaging  programs,  such  as 
AnswerSoft  Inc.'s  Soft- 
Phones,  let  you  deal  with  all 
manner  of  messages — faxes, 
E-mail,  phone  calls — using 
simple  onscreen  commands. 
Symantec  Corp.  is  develop- 
ing new  versions  of  act,  a 
contact  management  pro- 
gram, that  will  work  with 
caller  id  services  (available 
to  residential  phone  custom- 
ers in  every  state  but  Cali- 
fornia). It  will  call  up  files 
about  a  caller — name,  title, 
and  details  of  recent  conver- 
sations, for  example — before 
you  pick  up  the  phone.  If 
the  caller  isn't  known,  up- 
coming products  wiW  be  able 
to  scan  electronic  directories 
to  get  a  positive  id. 
HELP  LINES.  Such  features 
are  gi'eat  for  helping  home 
offices  come  off  like  big  busi- 
nesses on  the  phone,  pc- 
based  voice-mail  systems 
now  cost  about  $340  a  work- 
er, compared  with  $1,040  for 
more  complex  corporate  sys- 
tems, according  to  Dataquest 
Inc.  You  can  even  set  up  a 
mailbox  for  each  employee 
or  family  member.  Some  sys- 
tems allow  callers  to  ask  for 
information  to  be  faxed  back 
simply  by  pressing  a  Touch- 
Tone   phone   key.  Select- 


Phone,  a  product  th 
out  in  December  fi'oii 
(Mass.)-based  Auri»r;i 
tems  Corp.,  will  l  u 
calls  automatically  i  >  ^ 
cellular  phone  or  hotel 
"The  idea  is  to  tui'ii  i 
into  your  personal  com 
cation  system,"  says  A 
CEO  Paul  M.  Gasparro. 

If  you're  buying  a  n 
this  season,  you  wil 
many  models  that  com( 
phone  setups.  If  you'i 
grading,  there  are  kits 
Diamond  MultiMedia 
tems,  Creative  Labs 
Miro  Computer  Prot 
among  others.  Priced  a 
$300,  they  do  the  wor 
sound  card,  fax,  moden 
answering  machine  all  ( 
card — and  come  with 
wildering  array  of  sof 
that  can  make  configu 


28.8  BPS  MODEMS  At 

$150,  they  are  roughly  three 
times  as  expensive  as  slower 
14.4  bps  models.  But  if 
you're  tired  of  waiting  for 
online  data  to  arrive,  you'll 
be  happy  to  pay  the  extra. 
And  by  early  next  year,  any- 
thing less  will  be  obsolete. 


DIGITAL  SIMULTANEOUS 
VOICE  AND  DATA 
MODEMS  Available  from 
U.S.  Robotics  and  others 
for  around  $400.  These 
modems  let  you  talk  and 
send  data  back  and  forth  at 
the  same  time  on  one 
phone  line. 


ISDN  To  use  the 

pacify  phone  lint 
phone  company 
data  at  up  to  12 
you  need  a  PC  8' 
Available  from  3 
mond  MultiMedi 
Robotics,  they  ra 
about  $300  to  $ 


.  Luckily,  most  card 
nies  have  toll-free  help 
to  guide  you  through 
rocess.  Another  thing 
;p  in  mind  about  such 
is  that  the  sound  qual- 
1  be  tinny. 

can  also  get  into  PC 
lony  without  taking 

your  computer.  Com- 
!orp.  and  Israel-based 
)esigns  Multimedia 
lunications  Systems 

for  example,  make 
nan-size  dialing  mod- 
:hat  let  you  control 
Did  telephones  via  the 
]omdiars  $100  unit 
;  the  parallel  printer 
ivhile  SDS'  $49  offering 
cts    to    the  sound 

AT&T  offers  a  $180 
uter  Telephone  that 
30  exploit  TAPi-compli- 
ftware. 


Meanwhile,  technology  is 
bringing  new  options  for 
data  communications.  For 
example,  the  standard  speed 
for  modems  is  now  escalating 
to  28,800  bits  per  second.  At 
$150  or  so,  these  devices  are 
about  the  fastest  that  ordi- 
nary phone  lines  will  handle. 
They  cost  roughly  three 
times  as  much  as  the  14,400 
versions,  but  if  you're  sick 
of  waiting  for  a  page  from 
the  World  Wide  Web  to 
show  up  on  your  screen, 
you'll  think  it's  worth  the 
price.  Dwight  W.  Decker, 
president  of  modem  market 
leader  Rockwell  Telecommu- 
nications Inc.  in  Newport 
Beach,  Calif.,  expects  28,800 
bps  models  to  rise  from  25% 
of  sales  today  to  75%  a  year 
from  now. 

If  you're  modem-shopping. 


PHONY  CARDS 

around  $300, 
-in  cards  from  Di- 
ultiMedia,  Creative 
iVIiro  Computer 
do  the  work  of  a 
d,  fax,  modem, 
aring  machine — all 
nto  one. 


PC-PHONE  CONNECTORS 

Comdial  and  SounDesigns 
Multimedia  Communica- 
tions Systems  sell  small 
modules  that  attach  to  your 
phone  and  PC  to  let  you 
control  the  phone  via  the 
PC.  The  prices:  $100  and 
$49,  respectively. 

DATA:  BUSINESS  WEEK 


consider  shelling  out  an  addi- 
tional $50  to  get  a  so-called 
DSVD  model  (that's  short  for 
digital  simultaneous  voice 
and  data).  Made  by  U.  S.  Ro- 
botics and  others,  these  can 
transmit  voice  and  data  at 
the  same  time. 

Once  popular  software 
programs  are  updated  to 
take  advantage  of  this,  the 
work-at-home  crowd  will  be 
able  to  talk  to  distant  col- 
leagues or  clients  while  por- 
ing over  spreadsheets  and 
the  like.  Similarly,  PC  game 
players  will  be  able  to  taunt 
each  other  mid-dog-fight.  An- 
other handy  benefit:  When 
you  call  a  PC  maker's  help 
line,  a  technician  will  be  able 
to  take  control  of  your  PC 
and  check  it  out  while  speak- 
ing with  you. 

NET  COSTS.  With  the  multi- 
media Web,  even  28,800  bps 
can  seem  pokey — as  any  Net 
surfer  knows.  For  those  who 
want  more,  new  hardware 
and  software  is  trickling  in 
to  retail  shelves  to  support 
ISDN  (integi'ated  services  dig- 
ital network),  a  service  avail- 
able from  most  local  phone 
companies  that  moves  data 
at  speeds  up  to  128,000  bps. 
Pricing  varies  across  the 
U.  S.  Pacific  Telesis  Group, 


the  San  Francisco-based 
Baby  Bell,  hopes  to  sign  up 
1  million  customers  for  ISDN 
by  2000.  It  charges  $30  to 
install  a  line,  a  $30-a-month 
usage  fee,  and  approximately 
l0  per  minute.  Texans,  on 
the  other  hand,  must  pay 
SBC  Communications  Inc. 
$485  for  installation,  $37  a 
month,  and  15(Z  per  minute 
of  use. 

But  that's  not  all:  No  mat- 
ter what  the  service  costs, 
you'll  also  need  an  isdn 
adapter  kit  to  hook  up  your 
PC.  Sold  by  Intel,  3Com,  and 
others,  they're  available  at 
stores  including  CompusA 
and  Fry's  Electronics  for 
$300  to  $1000. 

All  this  makes  isdn  plenty 
pricey — especially  since,  be- 
yond the  Web,  there  are  few 
applications  that  take  advan- 
tage of  its  potential  for  deliv- 
ering video  and  other  band- 
width-hogging fare.  Yet 
analysts  predict  that  isdn 
geai"  will  become  as  common 
as  modems  when  pc:s  take  on 
more  communications  func- 
tions. "There's  a  constant  dri- 
ve for  a  fatter  pipe,"  says  Di- 
amond MultiMedia  ceo  Bill 
Scliroeder.  Especially  if  yap- 
pers  eveiywhere  start  talking 
to  their  PCs.    Peter  Burrows 
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HARD  UP  FOR  SPACE 
ON  YOUR  HARD  DRIVE? 


Here  are  some  ideas 
for  cramming  more 
data  onto  your  disks 


Figuring  out  your  pei'- 
sonal  computer's  data 
storage  needs  used  to 
be  easy:  Buy  the 
biggest  hard-disk  drive  that 
you  can  afford.  That's  still 
very  good  advice,  but  it's  not 
enough  anymore.  Rapid  ad- 
vances in  storage  capacity 
and  space-hogging  software 
have  made  it  tough  to  deter- 
mine just  how  big  to  buy. 
Moreovei',  a  dizzying  aiTay  of 
new  storage  devices  has  e.x- 
ploded  onto  the  market. 

So  how  big  is  big  enough? 
The  average  hard  drive — the 
central  repository  for  all  yom' 
programs  and  data — on  a 
new  PC  stores  about  850  mil- 
lion bytes  of  data.  But  once 
you  install  Windows  95  and 
associated  applications,  a  few 
games,  and  smf  the  Internet, 
you'll  want  at  least  a  giga- 
byte drive — a  billion  bytes. 
Besides,  at  less  than  .$250, 
they're  a  steal.  And  you  may 
need  drives  that  store  1.6  gig 
(starting  at  $450)  or  2  gig 
($700  and  up)  if  you're  a  pro- 
gram pack  rat. 
TRY  CHEATING.  Although  a 
lot  of  cheaper  pes  still  use 
hard  drives  with  older  tech- 
nology, seek  out  new  models 
with  the  latest  data  interfac- 
es that  allow  higher  access 
speeds.  For  IBM-style  pes, 
drives  should  use  one  of  two 
nearly  identical  interface 
standards:  Fast  A'I'A  (for  Ad- 
vanced Technology  Attach- 
ment) and  Enhanced  U)E  (In- 
tegi'ated  Drive  Electronics). 

If  you're  strapped  for 
cash,  you  can  always  cheat: 
Compression  software,  cost- 
ing less  than  $100,  scmnches 
data  to  give  you  up  to  twice 


the  disk  space.  Programs 
range  from  shareware  such 
as  PKZip,  which  compresses 
little-used  data  into  archives, 
to  commercial  packages  such 
as  Stac  Electronics'  Stacker. 
But  if  you're  using  Windows 
95,  Microsoft  Corp.'s  new 
DriveSpaces  is  especially 
nifty. 

f^D-ROM  drives,  a  staple  on 
today's  consumer  pes,  are  a 
must  for  multimedia  and  to- 
day's huge  programs.  Get  the 
dealer  to  install  one, 
though — it  can  be  a  configu- 
ration nightmare.  Go  for  a 
quad-speed  drive — which 
spins  four  times  as  fast  as 
the  original  cu-rom  players 
and  offers  smoothei'  video  on 
new  games.  But  six-speed 
drives  iU'e  still  too  pricey,  and 
few  p)'ograms  ta\)  that  speed 
yet. 

With  so  much  critical  data 
on  a  hard  disk  that  spins 
5,000  times  a  minute,  it's 
wise  to  make  frequent  back- 
ups. But  floppy  disks  won't 
do:  Even  a  300-meg  hard 
drive  would  take  200  flop- 
pies and  several  hours  to 


back  up.  That's  why  special 
backup  drives  are  becoming 
de  rigetir.  If  you're  on  a 
budget,  tape  drives  are  the 
cheapest — as  low  as  $100  to 
store  hundreds  of  megabytes 
on  one  $15 
cartridge.  Look 
for  drives  that 
use  the  quarter- 
inch  carti'idge 
(QIC)  or  Ti-avan 
standards.  Main 
problem:  Tape 
drives  can  be  ag- 
onizingly slow. 

The  '  hottest 
backup  choice  is 
a  new  genei'ation 
of  removable 
drives  that  are 
cheap,  fast,  and 
convenient.  Iome- 
ga Corp.'s  $200 
Zip  drive  stores 
100  megabytes — 
70  times  more 
than  a  standard 
floppy  disk — on  a 
single  $20  disk. 
SyQuest  Technology  Inc.'s 
similaiiy  priced  EZ135,  which 
uses  lo5-megabyte  disks,  is 
faster  than  the  Zip.  But  the 
Zip's  software  is  easier  to 
use.  Wliichevei'  you  choose, 


"They're  just  like  a  s 
floppy,"  says  Dataques 
analyst  Rod  Watkins. 

More  choices  are  co 
A  120-megabyte  mega- 
chive  from  3M,  Compaq 
puter,  and  Matsushita 
can  also  read  current 
disks  is  expected  to  be 
duced  by  yearend.  High 
pacity  backup  drives- 
as  Iomega's  $500  Jaz 
which  will  store  a  gig 
on  a  single  $100  cartri 
will  also  debut  this  yea 
the  new  wiiteable  cos, 
store  650-megabytes  on 
gle  disk,  currently  cost 
to  more  than  $2,000 
much  for  most  consu 
And  PC  memory  cards, 
store  data  on  memoiy 
instead  of  rotating  disk 
be  handy  for  laptops. 
$10  per  megabyte— 40 
as  much  as  hard  dri 
they're  a  luxury,  too. 

With  Intel  Corp.  dro 
chip  prices  fast,  it's  ten 
to  spend  all  your  comj 
budget  on  the  latest  Per 
But  with  programs  gc 
piggier,  buying  hard- 
space  will  give  you  more 
for  your  bucks  than 
before.  Rober 


PC  STORAGE  OPTIONS 


HARD-DISK  DRIVE  The  PC's  central  repository. 
Stores  all  data  and  programs  on  sealed  metal  platte 

CD-ROM  DRIVE  Plays  compact  disks  storing  large 
programs  and  graphics.  A  must  for  multimedia. 

TAPE  BACKUP  DRIVE  Mirrors  data  on  the  hard  dri 
in  case  it  crashes.  Near-essential  for  jumbo  drives. 

REMOVABLE  BACKUP  DRIVE  Faster,  more  flexibly 
alternative  to  a  tape  drive.  Also  more  expensive. 

MEMORY  CARD  A  business-card-size  memory  pad 
for  laptops  that  uses  less  power  than  disk  drives. 

COMPRESSION  SOFTWARE  Shrinks  and  expands 
data,  allowing  you  to  cheaply  fit  more  on  a  hard  dis 
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Good  thing  you 
waited  to  upgrade 
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/.8/Oe  Personal 
Power  Printer. 
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Video 


YOUR  PC  EXPERIENCE 
CAN  BE  VERY  MOVING 


The  latest  graphics 
trick  is  full-motion 
video,  but  it's  pricey 

When  you're  buying 
or  upgrading  a  PC, 
it's  natural  to  con- 
centrate on  essen- 
tials— microprocessor  speeds, 
memory  capacity,  disk  size, 
and  so  forth.  But  it's  also 
worth  your  wliile  to  pay  spe- 
cial attention  to  the  technolo- 
gy that  paints  yoiu'  computer 
screen  with  milUons  of  pixels 
of  light.  If  you're  going  to 
spend  hours  on  end  staring 
at  that  screen — and  if  you 
hope  to  see  new  tricks  such 
as  full-motion  graphics — con- 
sider spending  extra  money 
on  graphics  technology. 

At  the  veiy  heart  of  a  PC's 
display  system  is  the  gi-aphics 
chip,  a  specialized  micropro- 
cessor. Like  the  high-octane 
chips  that  run  the  comput- 
er— Intel  Coi-p.'s  Pentium  or 
Motorola  Inc.'s  PowerPC — 
these  have  gotten  a  signifi- 
cant horsepower  boost  late- 
ly. All  new  PCS  and  Powei- 
Macs  feature  64-bit  chips, 
which  handle  twice  the 
amount  of  visual  data  as  last 
year's  graphics  chips. 
FULL  WEB  VIEW.  To  get  even 
better  performance,  consider 
graphics-accelerator  cards, 
which  incorporate  additional 
processor  chips  and  memoiy. 
They  ease  the  load  on  the 
PC's  main  pi'ocessor  by  per- 
foirning  the  calculations  need- 
ed to  draw  and  move  geo- 
metric shapes  on  the  screen. 
And  in  a  world  ruled  by 
graphical  software  such  as 
Microsoft  Corp.'s  Windows 
and  Apple  Computer  Inc.'s 
Mac  operating  .system,  these 
cards  speed  up  everyday  per- 
formance, too.  Diamond 
Multimedia  Systems'  Stealth 
64  Video  3200,  Matrox'  MGA 


Millennium,  and  ATi  Tech- 
nologies' Graphics  Xpres- 
sion — all  for  PCs  using  Intel's 
PCI  bus — chd  well  on  tests  by 
NSTL,  a  unit  of  McGraw-Hill, 
pubhsher  of  business  week. 

All  the  64-bit  graphics 
cards  found  in  the  new  PCs 
and  Power  Macs  per- 
formed speedily  and 
flawlessly  in  the  test  of 
800-by-6b0  pixel  resolu- 
tion— the  so-called  svga 
mode.  The  key  differen- 
tiating factor  is  the 
amount  of  memory  in- 
stalled on  the  card. 
Look  for  at  least  1 
megabyte  of  vram — 
video-memory  chips 
that  are  faster  than 
chips  in  the  main  com- 
puter memory.  The 
more  vram,  the  less  time  the 
graphics  processor  will  wait 
for  data  to  arrive  fi'om  main 
memory. 

All  the  ghtzy  images  com- 
ing off  that  graphics  card 
won't  do  you  much  good  if 
you  don't  have  a  decent 


screen.  This  year,  many 
PC  makers  are  including 
larger  monitors — 15  inches, 
measured  diagonally,  instead 
of  14  inches.  For  true  power 
users,  however,  a  17-inch 
monitor  is  the  minimum,  and 
you  can  go  as  high  as  20  or 
21  inches.  These  put  more  in- 
formation on  the  screen  by 
allowing  the  graphics  card  to 
use  a  higher  resolution.  With 
a  lai-ge  screen,  you  see  an  en- 
tire page  fnim  the  World 


Wide  Web  rather  than  half  oi' 
three-quarters,  for  example. 
Some  top  models:  Nanao's 
FlexScan  F2-17,  NEC  Tech- 
nologies' Multisync  XV17, 
and  Sony's  Multiscan  17sf. 

Bear  in  mind  that  most  of 
these  17-inch  units  take  up  a 


FROM  PLAIN  PC  TO  A  VIDEO  STAR 

What  you'll  need: 

GRAPHICS  ACCELERATOR  BOARD  Your  64  bit 
graphics  board  should  have  at  least  1  megabyte  of 
video  memory  (VRAM).  More  megabytes  of  VRAM  is 
better.  $170  to  $450. 

MONITOR  The  current  rage  is  17-inch  (measured 
diagonally)  or  larger  displays.  They're  a  big 
commitment  in  space  and  money.  $600  to  $1,500. 

VIDEO  DECOMPRESSION  BOARD  MPEG  cards  allow 
PCs  to  play  full-motion,  full-screen  digital  video.  Quality 
and  ease-of-installation  vary.  $200  to  $300. 

DATA  BUSINESS  WEEK 


lot  of  desk  space,  weiL  1 
50  pounds,  and  may  c  i 
than  $1,000.  Also,  wh  'i 
ping,  remember  to  vic 
eral  monitors  undei'  1 1 
conditions  that  are  sinr 
what  you  have  at  hdim 
CAPTURE  BOARD.  SI  >  \ 
inexorably,  the  line  iic 
PCS  and  TVS  is  blun  is 
you  want  to  cross  it 
consider  a  digital  videl 
conforming  to  the  so{ 
MPEG-1  standard. 

IS  ITAPC0RA1 

MPEG  movie  htiag 
steady  and  fill  the 

cards  decompres 
eo  movies  that 
been  stored  ii 
MPEG  format  an 
play  full-motion 
movies  that  fi' 
whole  screen — 
improvement  ov 
jerky  little  snipj 
video  you  can  vi 
conventional  PCs.  mpeg 
made  by  Sigma  Desigi 
fin,  and  Real  Motior 
around  $200.  However, 
boards  vary  widely  w 
comes  to  image  qualit 
ease  of  installation, 
more,  there  aren't 
compelling  programs 
ROMS  that  use  MPEG  ye 
next  year,  analysts  say 
will  be  plenty.  In  the 
time,  Compaq  Con 
Corp.'s  new  Presaric 
and  9500  home  PCs 
built-in  MPEG  capabilit 
If  you  want  to  get 
own  video  images  int( 
PC,  you  will  need  a  so- 
video-capture  board, 
are  pretty  pricey — a 
$500 — and  limited  in 
capabilities.  For  exi 
they  might  be  ab 
capture  moving  videi 
it  won't  be  anywhert 
full-screen,  and  pla 
will  be  choppy.  Still,  it 
that  long  ago  that  mai 
couldn't  even  repr 
high-fidelity  sound.  So 
video  is  something  t 
will  want  to  keep  thei 
on.  Pan 
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u  ofwp  your  lapiop.  tou 
ush  back  your  seat  an 
djust  your  footrest.  A  sip  of 
ordeaux.  A  taste  of  Brie. 
3U  turn  tKie  sound  up  a 
btch  and  close  your  eyes. 


Lufthansa 


utal,  aren't  they?; 


3880  or  see 
flights  or 


agent.  Accrue  or  redeem  miles  in  either  Lufthansa  Miles  &  More^*" 
d  by  our  global  partner,  United  Airlines,  ,  .  / 


ANNUAL  GUIDE  TO  COMPUTERS 


Computer  Banking 


FROM  IN  LINE 
TO  ONLINE 


The  best  ways  to  do 
your  banking  from 
your  keyboard 


For  many  people,  bal- 
ancing the  household 
budget  often  requires 
mad  dashes  to  the 
bank  to  keep  a  check  from 
bouncing  or  to  the  post  office 
to  get  the  mortgage  pay- 
ment in  on  time.  Even  the 
more  fiscally  fit  routinely 
have  to  give  up  a  precious 
half  hour  just  to  stand  in 
line  at  the  bank.  So  wouldn't 
it  be  great  for  folks  every- 
where to  have  a  bank  branch 
in  their  own  home  or  office? 

Thanks  to  the  technology 
revolution,  it's  happening.  Fi- 
nancial institutions  across  the 
country  are  using  software 
progi'ams,  online  sei-vices,  and 
even  the  Internet  to  allow 
customers  to  check  balances, 
pay  bills,  and  transfer  funds 
among  accounts.  Bankers 
promise  that,  in  the  near  fu- 
ture, you'll  also  be  able  to 
more  easily  buy  certificates 
of  deposit,  mutual  fimds,  and 
other  investments,  and  even 
apply  for  loans  electronically. 

The  simplest  way  to  bank 
from  home  is  to  use  the 
"screen  phones"  sold  by  some 
institutions.  These  specially 


BANK- 
FROM- 
HOME 
OPTIONS 


designed  phones  allow 
users  to  peifoiTn  the  sim- 
plest tasks,  namely  to 
pay  bills  and  check  bal- 
ances. But  this  conve- 
nience doesn't  come 
cheap:  Screen  phones  can 
cost  anywhere  from  $80  to 
more  than  $200,  and  $7  to 
$10  in  monthly  fees — a 
hefty  price  given  their 
limited  usefulness. 
BRAVERY.  If  you're  com 
fortable  at  a  keyboard, 
however,  there  are 
better  options  avail- 
able. Some  institutions,  such 
as  Citibank  and  Wells  Far- 
go Bank,  have  long  offered 
propiietary  softwai'e  that  en- 
ables checking  customers  to 
tap  their  accounts  via  mo- 
dem. The  Prodigy  online  ser- 
vice offers  finks  to  15  banks, 
but  in  some  cases  you'll  have 
to  pay  a  surcharge  above 
Prodigy's  basic  $10  monthly 
charge.  A  few  brave  banks, 
including  Wells  Fargo,  are 
offering  limited  services 
across  the  Internet,  although 
many  others  say  that  they're 
holding  back  until  cyber- 
security  is  improved.  At  any 
rate,  individuals'  potential 
loss  from  onfine  theft,  as  in 
the  case  of  credit-card  fi-aud, 
is  Hmited  by  federal  law  to 
$.50  in  most  cases. 

For  most  people,  today's 
best  option  may  be  to  plug 


into  their  bank 
through  one  of  the  three 
leading  home-budgeting  soft- 
ware programs:  Intuit's 
Quicken  (.$40),  Microsoft  Mon- 
ey ($35),  and  Managing  Your 
Money  ($40),  which  is  owned 
by  NationsBank  and  Bank  of 
America.  The  latest  versions 
of  Quicken  and  Microsoft 
Money  have  made  it  easier 
to  download  financial  records 
and  have  also  increased  the 
number  of  participating  fi- 
nancial institutions.  Mean- 
while, Managing  Youi'  Money 
vows  to  have  its  online  bank- 
ing capabilities  ready  by 
spring. 

Some  participating  banks 
offer  either  free  or  heavily 
discounted  copies  of  these 
budgeting  programs,  and 
many  PC  makers  bimclle  them 
with  new  machines.  Some- 


si  r- 
ft  " 


SCREENPHONES  Some  banks,  including  Citibank 
and  NationsBank,  sell  special  phones  that  enable 
you  to  pay  bills  and  transfer  funds  between  ac- 
counts. But  the  pricey  phones'  functions  are  limited. 

PC  SOFTWARE  A  growing  number  of  banks  allow 
you  to  access  account  data  directly  through  popu- 
lar home-budgeting  programs  such  as  Quicken. 
The  software  can  also  be  used  for  paying  bills. 

THE  INTERNET  Banking  has  entered  cyberspace, 
with  institutions  such  as  Wells  Fargo  opening 
World  Wide  Web  sites  offering  access  to  personal 
account  data  and  loan  applications. 


times  banks  waiv 
monthly  fee  fm 
dling  bill 
ments — whici 
ally  start  a 
$6  for  20  tr; 
tions — for  thci 
customers,  i 
Manhattan 
has  even  hecr 
ing  a  $50  bonus  t 
tomers  who  rema 
line  for  three  nn 
Why?  Many  bank 
these  services  as 
best  hope  for  rcr 
the  costly  process 
paper  checks. 

Tliere's  a  big  lini 
to  the  budgetinu 
grams,  however:  Ban! 
only  allow  you  to  acccs 
credit-card  records  \ i 
software  if  you  have  a 
ing  account  with  the 
your  credit  card  comt's 
another  bank — and  t  h 
are  that  it  does — yuu 
get  to  that  data  electrm 
although  banks  indicat 
will  eventually  il 
What's  more,  bill  pa\-: 
are  not  controlled  by 
bank,  but  by  Intuit:  Its 
inghouse  cuirently  pi  ni 
payments  for  both  (/i 
and  Microsoft  .\ 
Nonetheless,  most  bank 
veyed  insist  that  thi'. 
cover  any  penalties  h 
incuired  if  a  custonuM 
aren't  paid  on  time  tli 
Intuit's  eiTor. 

Wliich  of  these  pro; 
should  you  choose?  Tki 
answer  is  the  one  tha 
connect  you    to  your 
Microsoft  Corp.  "(80(1 
8458)  has  only  four 
linked  to  its  Windows  .  ; 
sion,  but  17  to  the  new 
dows  95  edition  of  A 
(Quicken  (800  224-l(»n 
ties  to  many  of  the 
banks,  plus  access  to  ^ 
can  Express  Co.  and 
Barney  Inc.  You  can  l 
extensive  fist  of  partici] 
institutions  from  la  - 
WEEK  Online  on  Amei  ii 
line.  All  that  you  have  i 
ai'e  those  late-night  das 
the  bank.  Dean 
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THE  NEXT  REVOLUTION 
IN  COMPUTING  IS  HERE. 


AND  HERE 


120MHz  PENTIUM" 
PROCESSOR.  Fly  through  «™  thu  most 

H complex  applications  with  ease 
At  only  2.9v,  the  Pentium'  processor 
flives  you  power  icithout  sacnfiemg 
kittc-ry  Ufe  while  16M6  of  fast 
synchronous  DRAM  memon*  maximizes 
system  performnncc. 


)HERE 


AND  HERE 

PCI  LOCAL  BUS 
ARCHITECTURE.  PC/'s  32  bu 
architecture  offers  the  fastest  levels  of  video 
perfortrtance  and  data  throughput.  Plus,  it 
allows  you  to  take  full  advantage  of  all 
WinJou's'  95  Plug  and  Play  capabilities. 


)HERE 

M  ION 

Of.  Get  tile  ultimate 
with  up  to  5  hours 
No  other  buttery 

comes  close. 


f^AND  HERE 

HUGE  11.5"  DL\GONAL 
COLOR  DISPLAY. 

The  ati'C-inspiring  si;e  unci 
800x600  resolution  of  this 
liisplaj  set  a  new  stantkrd  in 
screen  quality. 


AND  HERE 

INFRARED  PORT. 

Send  unj  reccH'c  Jata  u'lthout  u'ires. 
Beam  liocuments  conveniently 
through  the  air  to  in/rared-equipped 
printers,  and  trans/er /iles  to  any 
other  IrDA-compliant  PC. 


AND  HERE 

STEREO  SOUND.  The  Tecra  700  l^  Sound  Bhiste-r 
Pro  compatible  and  plays  .WAV  and  MIDI  sound  files. 
.A  buill-in  microphone,  stereo  speakers  and  integrated 
headphone/speulter  and  microphone  ;aclvs  complete  your 
mobile  audio  system. 


AR  QUAD-SPEED  CD-ROM. 

lelectBay  architecture  makes  su'apping 
fast,  optional,  Qiuxd-Specd  CD-ROM 
th.e  modular  floppy  dnve  as  easy  as 
a  disk! 


1.2  BILLION  BYTE(=1.15GB)  REMOVABLE 
HARD  DISK  DRIVE.  Even  with  all  your  applications 
loaded,  you  'II  sidl  hare  lots  of  room  /or  graphics,  video  and 
Itirge  database  files. 


'^^^9  J%  "  Introducing  a  portable  so  advanced,  we  gave  it  an  entirely  new  name:  Tecra"'  From  the  modular 

*  design  to  the  uncompromising  power  ot  the  Pentium  pn^cessor  and  PCI,  Tecra  is  Toshiba  engineering 
St.  And  with  the  optional  Desk  Station  V,  Tecra  otters  tar  more  expandability'  and  high-pertomiance  options  than  ordin, 
IS.  Ready  tor  the  revolution?  Call  1-800-457-7777  for  more  information  or  a  dealer  near  you. 


lA  700CT  AND  700CS: 

lia.  color  display  in  your  choice  of  acrive  matnx 

r  DSTN  dual  scan  (CS) 

Hz  Intel  Pentium'  PRKessor(2.9v) 

00  scrwn  resolunon 

mie  color  support  at  640  x  480  externally 

peeu  synchronous  DRAM  memory  (16MB 

lable  to  48MB  on  700CT,  8MB  expand- 

40MBon700CS) 


■  PCI  kxal-bus  architecture 

■  1.2  Billion  Byte  (=1.1 5GB)  removable  HDD 

■  SeleaBay  for  modular  5.5"  floppy  disk  drive  or 
optional  modular  quad-speed  CD-ROM  drive 

■  bthium  Ion  battery  (up  to  5  hour  battery  lite) 

■  16-bit  Sound  Blaster  "  Pro  eomparible  sound 
system  with  .WAV  and  MIDI  sound  support 

•  Built-in  steiso  speakers 

■  Audio  jacb:  headphone/speaker,  microphone 


■  Two  PC  Card  (PCMCIA)  slots  (two  Type  1 1  or  one  Type  III) 


•  Infrared  data  pon  (IrDA-compliant) 

■  Optional  Desk  Starion  V:  PCI  Card  Suppon, 
Plot!  and  Play,  Hot  Docking  and  more 

•  Pre-installed  software:  Windows"  95  or  MS-DOS* 
with  Windows'  for  Workgroups,  Run  Time  Video 
for  Windows',  Fn-esse'stiftware  and  Indev)"v'ide\) 

■  Toll-free  Technial  Supptirt  -  7  days,  24  hours 


Designed  for 


Windows95 


Pentium' 

■processor 


In  Touch  with  Tomorrow 

TOSHIBA 

Toshiba.  The  World  s  Best  Selling  Portable  Computers. 


OOCT  comes  standard  with  16MB  expandable  to  48MB,  700CS  comes  standard  with  8MB  cxpimdable  to  40MB,  All  specification;,  and  availability  are  subject  to  change.  ©  1995  Toshiba  America  Information  Sy-stems.  Inc 
The  Inttl  Inside®  Pentium®  Processor  logo  is  a  registered  trademark  of  Intel  Corpt)ration.  All  products  indicated  by  trademark  symbols  are  trademarked  and/or  registered  by  their  respective  companies. 


The  (we're  putting  a  new  way  to  work  with  docume) 

at  your  fingertips)  Company 


Few  things  are  changing  faster  tlian  tlie 
way  you  work  with  documents.  That's 
why  all  of  us  at  Xerox  are  worl^ing  with 
over  50  counterparts  throughout  our  industry 
to  nial^e  office,  production,  and  electronic  printing 
an  integrated,  seamless  part  of  today's  digital 
workplace. 

Together,  we're  finding  simpler  ways  for  people 
to  create,  move,  revise,  store,  retrieve,  and  manage 
every  kind  of  document  in  any  kind  of  enterprise. 

So  no  matter  what  technology  you  have,  what 

XEROX.'  The  Document  Compariv«  and  the  stylized  X  are  trademarks  of  XEROX  CORPORATION  Tfie  names 
and  logos  used  herein  are  trademarks  of  their  respective  companies 


software  you  use,  or  what  networks  you  v 
on,  we  can  help  you  turn  electronic  docum 
into  printed  ones.  And  printed  documents 
electronic  ones. 

After  all,  it's  the  most  productive  way  to  give 
customer  the  one  thing  just  about  everyone 
use  these  days.  A  simpler  way  to  do  good  work 
more  information,  call  1-800-ASK-XEROX,  ext. 


THE  DOCUMENT  COMPAN 
XEROX 


ivelopments  to  Watch 


D  BY  PETER  COY 


lEADYFOR 
rv  STATION 
)URDESK 

[DEO-ON-DEMAND  COME 

r  PC  before  your  TV? 
)e,  if  VDOnet  Corp.  has 
.  On  Oct.  30,  the  Santa 
Calif.)  startup  was  to 
ice  a  new  technology 
Dolive  that  it  says  will 
udimentaiy,  live  video 
ent  over  the  Internet 
ceived  over  ordinary 
ines. 

part  of  vDOnet's  sys- 
a  new  compression 
hm  that  not  only 
es  video  data  small 
for  transmission  over 
d  phone  lines,  but  also 
3S  the  picture  when  it 
faster  connection.  The 
lement  is  a  new  com- 
,ions  protocol  that  pre- 
)ackets  of  video  data 
)eing  scrambled  or 
1  up  as  they  pass  over 
3met. 

ive  won't  challenge 
on  anytime  soon:  At 

0  frames  per  second 
sent — even  with  fast, 
obit-per-second  mo- 
id no  heavy  traffic  on 
vork.  But  with  speedi- 

(integi'ated  services 
network)  phone  lines, 

are  arriving  fast, 
ist-quality,  30-frame- 
»nd  video  may  be  pos- 
)Onet  Chief  Executive 
ohr  hopes  the  technol- 

1  usher  in  an  era  in 
nyone  with  an  Inter- 
nection  can  become  a 
roadcaster. 


CHAOTIC,  BUT  LOUD  AND  CLEAR 


CHAOS  SOUNDS  LIKE  THE 

opposite  of  communications, 
but  researchers  in  Mary- 
land have  put  them  togeth- 
er in  a  way  that  will  rely 
on  cheap,  simple  transmis- 
sion gear.  The  effort  is  led 
by  Scott  Hayes,  a  physicist 
with  the  Army  Research 
Laboratory  in  Adelphi,  Md., 
who  is  working  on  his 
physics  doctorate  at  the 
University  of  Maryland  in 
College  Park  with  profes- 
sors Celso  Grebogi  and  Ed- 
ward Ott. 


Hayes  exploits  the  fact 
that  chaos  does  not  equal 
randomness.  Actually,  a 
chaotic  system's  behavior 
can  be  predicted  for  a  short 
time.  By  applying  tiny,  well- 
timed  nudges  to  a  chaotical- 
ly oscillating  radio  or  light- 
wave circuit,  Hayes  can 
control  its  output.  A  prop- 
erly tuned  receiver  could 
interpret  the  output  as  a 
series  of  zeros  and  ones  of 
digital  code. 

One  advantage  of  the  sys- 
tem is  that  the  information- 


carrying  wave  remains  ana- 
log, so  it  can  be  boosted  and 
cleaned  up  with  simple  ana- 
log gear  instead  of  the  com- 
plex circuitry  that  is  used  in 
fully  digital  transmission. 

Hayes  says  he  has  been 
approached  by  several  com- 
panies interested  in  com- 
mercializing the  Army-pat- 
ented system  for  use  in 
fiber-optic  communica- 
tions— not  to  mention  by 
Search  for  Extraterrestrial 
Intelligence  Institute  re- 
searchers who  want  to 
send  interstellar  radio 
messages. 


ULTRASOUND  COULD  HAVE  THE  WOUNDED  WALKING 


TO  A  WOUNDED  SOLDIER  OR  A  CAR-CRASH 

victim,  an  hour  can  be  the  difference  between 
life  and  death.  That's  the  time  it  typically 
takes  to  bleed  to  death.  Researchers  at  the 
University  of  Washington  and  Focus  Surgery 
Inc.  of  Fremont,  Calif.,  are  developing  an 
ultrasound  device  that  could  be  rushed  in  to 
stanch  hemorrhages.  The  technology  is  com- 
pletely noninvasive:  It  uses  sound  waves  to 
pinpoint  and  cut  off  bleeding. 

According  to  Lawrence  A.  Crum,  a  princi- 
pal scientist  with  Washington's  applied  phys- 
ics department,  the  300-pound  ultrasound  ma- 
chine could  use  low-intensity  sound  waves  to 


view  a  damaged  organ  and  pinpoint  the  exact 
places  where  internal  bleeding  occurs.  With 
the  flip  of  a  switch,  it  could  then  generate 
liigh-intensity  ultrasound  that  focuses  energy 
onto  a  small  spot — a  bleeding  vein  or  artery, 
say.  The  resulting  heat  would  coagulate  blood 
and  cauterize  the  injury.  Such  a  method  is 
already  being  tested  on  people  to  shrink  en- 
larged prostates. 

The  Defense  Dept.'s  Advanced  Research 
Projects  Agency  is  kicking  in  $10  million  over 
five  years  to  develop  this  technology  for  the 
military.  Crum  predicts  civilian  paramedics 
will  use  it,  too — perhaos  within  live  years. 


NATIONS 


ER:  Dust-fighting  fog 


m  Environmental  Engineer- 
ing Concepts  Inc.  of  Palm 
Springs,  Calif.,  is  a  leader  in 
high-tech  fog.  The  company 
says  its  antidust  system  op- 
erates on  as  little  as  5%  of 
the  energy  used  by  bag  fil- 
ter systems  or  containment 
rooms.  They're  used  in 
quarries,  waste-transfer  sta- 
tions, and  asbestos  abate- 
ment projects. 


m  Giga  Ltd.  of  Tel  Aviv,  Is- 
rael, is  pushing  a  new  idea 
in  fiat-panels — a  miniature 
ferris  wheel  whose  spinning 
arms  are  coated  with  light- 
emitting  diodes.  Co-Presi- 
dent Yuval  Eshel  says  the 
wheel  approach  saves  mon- 
ey by  using  fewer  leds. 
He's  seeking  backers  to 
scale  it  up  to  40-inch-diago- 
nal  screens. 


m  A  forensic  dentist  is  sell- 
ing software  that  helps  iden- 
tify bodies  fr"om  dental 
records.  Dr  Howard  S. 
Glazer  of  Fort  Lee,  N.  J., 
says  his  $795  cav-id  (com- 
puter-aided victim  identifica- 
tion) software  is  faster  and 
easier  to  use  than  the  pro- 
gram being  used  by  the  Na- 
tional Crime  Information 
Center. 
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On  most  machines,  Microsoft®  Windows  NT'^'  Workstation  is  a 
pretty  darn  nice  operating  system.  On  these,  it's  a  deadline- 
devouring,  math-bashing,  graphics-spewing,  ravening  jungle  beast. 

These  aren't  off-the-shelf  PCs  with  Windows 
NT  tossed  into  the  carton.  They're  tweaked,  honed 
and  buffed  to  extract  every  last  ounce  from 


Windows  NT — without 


doing  the  same  to 
your  bank  account. 
You  get  maximu 
productivity.  No  more  two-computer 
desktops.  The  rock-ribbed  reliability 
of  Distal  hardivare.  And  the  expert 


CELEBRIS  XL 

100,  120,  133  MHz 


THE  NEW  PERSONAL 
WORKSTATIONS 
FROM  DIGITAL. 

•^4m 


'4;  A  L  P  H  A  XL 
23  3,266MHz 


Memory:  16MB  to  384MB 
Disks:  0.5,  1,  2,  4GB  SCSI 
I/O:  2  PCI  I  PCI/ISA,  3  ISA 
Storage:  5  bays  for  peripherals 

Graphics:  3D  Matrox  Millennium 


support  of  Digital's 
history-making  alliance 


with  Microsoft.  Choose  from  a  full  line  of  Pentium^ 
processor  or  Alpha  based  models.  Either  way,  the 
performance  is  just  slightly  to  the  left  of Beyond  Your  Wildest  Dreams.  For  details,  call 
1-800-DIGITAL,  e-mail  to  moreinfo@digital.com  or  set  your 


browser  for  httpillwwuKdigitaicom.  Youve  seen  Windows  NT  run.  Now  watch  it  fly, 

ABE 

©1995  Digital  Equipmenl  Corporation.  Digital  and  the  DIGITAL  logo  are  trademarks  of  Digital  Equipment  Corp.  Microsoft  is  a  registered  trademark  and  Windows  NT  is  3 
trademark  of  Microsoft  Corp.  Pentium  is  a  trademark  of  Intel  Corp.  All  otfier  products  are  trademarks  or  registered  trademarks  of  their  lespecttve  companies 
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INVESTIGATIONS 


HARD  QUESTIONS 
FOR  DAN  DORFMAN 

The  Feds  are  probing  the  TV  tipster's  relationship  with  a  stock  promoter 

NOWAY 

il  I  would  never 
jeopardize  my 
career  and 
integrity  for 
a  fast  buck  f  f 


000  35 


Among  stock-market  tipstei-s, 
CNBC's  Dan  Dorfman  is  in  a 
league  of  his  own.  His  daily 
three-minute  telecasts  are 
must-watch  viewing  for  eveiyone 
fi-om  Wall  Street's  most  sophisti- 
cated traders  to  enthusiastic  ama- 
teur investors  across  the  country. 
When  he  offers  juicy  takeover  ru- 
moi-s  or  reports  his  picks  and  pans 
among  U.  S.  companies,  shai'e  piic- 
es  fi-equently  jolt  up  or  down. 

To  serve  up  his  diet  of  sizzling 
tips,  Doi-finan  depends  on  a  stable 
of  soui'ces:  analysts,  stock  promot- 
ers, short-sellers,  and  Wall  Street  deal- 
makers  and  stock-jiickers.  Yet  for  years, 
some  critics  complained  about  Doifinan's 
dependence  on  inside  tips,  since  many  of 
his  sources  stand  to  make  big  money 
from  his  power  to  move  mai'kets. 

Now,  those  criticisms  have  emerged 
as  far  more  serious  allegations.  BUSI- 
NESS WEEK  has  learned  that  the  U.  S. 
Attorney  for  the  Eastern  District  of 
New  York  is  looking  into  Doi^fhian's  rela- 
tionship with  Donald  Kessler,  a  West 
Babylon  (N.  Y.)  stock  promoter  who  is  a 
regular  soui'ce  of  tips  for  Dorfman. 
According  to  soiu'ces  close  to  the  inves- 
tigation, both  Dorfman  and  Kessler  are 
under  investigation  for  activities  includ- 
ing possible  illegal  insider  ti'ading,  wire 
and  mail  fraud,  and  violations  of  secur- 
ities laws. 

The  Brooklyn-based  prosecutoi's  are 
looking  into  the  sometimes  hefty  pay- 
ments Kessler  allegedly  receives  in  ex- 
change for  introducing  company  manag- 
ers to  Dorfman,  as  well  as  whether 
Kessler  in  tum  compensates  Doifman 
foi'  mentioning  some  of  his  clients. 
HUGE  FEES.  BUSINESS  WEEK  has  tiu-ned 
up  no  evidence  that  Dorfman — who  also 
wiites  a  monthly  column  in  Moneij  mag- 
azine and  until  i-ecently  wrote  a  column 
in  USA  Today — receives  anything  fi-om 
Kessler.  But  their  relationship  is  at  the 
heart  of  the  U.  S.  Attorney's  inquiry. 
Dorirnan  contends  liis  treatment  of  Kess- 
ler is  no  different  fi-om  what  he  would 
give  any  other  PR  person  seeking  to  get 


a  cHent  mentioned  favorably  on  his 
broadcast.  But  a  six-month  business 
WEEK  investigation  indicates  that  Kesslei- 
used  his  access  to  longtime  fiiend  Dorf- 
man to  earn  fees  that  were  large  by  in- 
dusti-y  standards.  It  also  suggests  that 
Dorfman  commented  about  companies 
with  doubtftil  business  prospects  that 
were  Kessler  clients,  raising  the  question 
of  whether  his  journalistic  objectivity 
was  blurred  by  his  friendship  and 
whether  investors  trading  on  Dorfman 
tips  may  have  suffered  as  a  result. 
Meanwhile,  sources  at  the  U.  S.  Attor- 
ney's office  say  prosecutors  are  examin- 
ing unusual  trading  activity  in  at  least 
one  Kessler-linked  company  prior  to 


DAN  DORFMAN 


Dorfman  broadcasts.  One  investigat, 
says  the  office  is  examining  wheth 
Doi-fman  was  used  by  insiders  to  infla; 
the  value  of  then-  stock  and  whether 
was  aware  of  being  used  that  way.  "i 
we  learn  more  about  other  Kessler  coi 
panies,  we'll  be  looking  at  trading  pj, 
terns,  too,"  the  investigator  says. 
"FULL  CONFIDENCE."  Both  Dorirnan  ai 
Kessler  say  they  are  unaware  of  ai, 
investigation,  and  they  dismiss  the  all . 
gations  as  groimdless.  "Who  cai-es?"  sa. 
Dor-fman.  "I  assume  the  SEC  and  othe, 
are  always  looking  at  me."  A  CNI 
spokesman  says  it  has  high  ethical  statj 
dards,  and  "we  believe  [Doifman]  bji 
obsei-ved  om-  standards  over  the  vears 


A  WORD 
FROM  DAN 

Have  Dorfman's 
links  to  a  stock 
promoter 
influenced 
his  reports? 


SOUTH  roiNTE 


FALL,  1994  South  Pointe  hires 
promoter  Don  Kessler. 
He  is  allegedly  paid  $10,000 
to  $15,000  to  arrange 
a  meeting  between  South 
Pointe's  CEO  and  Dorfman. 
Kessler  says  he  received 
only  $5,000  and  provided 
other  services. 

OCT.  17, 1994  A  bullish  Dorfman 
report  sends  stock  up  25%,  to 
8Y.'.  Dorfman  says  he  wrote  it 
because  it  was  an  "interesting 
idea."  Two  months  later,  the 
stock  begins  to  collapse.  It 
currently  trades  below  4. 


10  • 


SOUTH  POINTE  f 
DAILY  CLOSE 
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j  )i  thian  denies  any  suggestion  that 
J  ikt's  money  or  is  aware  of  any  insid- 
t:  -ading  based  on  his  tips.  "I  would 
E  r  jeoptirdize  my  cai'eer  and  integiity 
)    last  buck,"  he  says.  Adds  Kessler: 
y  can  look  at  my  relationship  with 
il  they  want  to.  I've  never  done 
lung  wi-ong."  Frank  LalH,  manag- 
I  ■ditor  of  Money,  says:  "I  have  full 
icnce  in  Dan  and  his  integrity  as  a 

I  lalist." 

It  numerous  soui'ces  say  some  com- 
;  s  are  vdlling  to  pay  Kessler  hand- 
)  ]y  for  an  audience  vnth  CNBC's  mar- 
t  mover.  After  all,  a  plug  from 

II  man  can  send  a  company's  share 
1  through  the  roof.  These  sources 
1  \.essler  typically  asks  for  cash  pay- 
1.  s  ranging  fi-om  $10,000  to  $30,000  to 
;  p  a  meeting.  Kessler  denies  receiv- 
1;  iich  fees;  Dorfman  says  he  doesn't 
T'  ■  how  much  Kessler  is  paid. 

■<i  FED  VIDEO.  Although  Doi-frnan  gets 
li  from  a  wide  network,  sources  fa- 
1  r  with  Kessler  say  he  is  unique: 
[i  I'ts  as  a  gatekeeper,  screening  many 
1  companies.  "That's  his  calling  card. 
[(  lit  us  to  Doifman,"  says  Nick  Moif, 
)  ei-  CEO  of  Alter  Sales  Co.,  a  Light- 
!  'oint  (Fla.)  company  that  worked 
vessler  early  this  year.  Dorfman 
t     Kessler  has  any  special  access. 

1 1  Moif  and  representatives  of  thi'ee 
t  ■  companies  say  Kessler  makes  no 
>  -  about  what  his  fees  are  for — fa- 

lic  coverage.  "The  money  we  gave 
^1  Icr  was  for  one  purpose  only:  to 
1'  with  Dorfman,"  says  one  CEO. 
1  ^sler]  promised  a  positive  story." 

'th  Kessler  and  Dorfman  deny  that 
J  k'Y  ever  assures  companies  he  can 
r  lise  positive  coverage.  "Don  has 
r  ^lit  me  a  lot  of  gi'eat  stories,"  says 
1  ('jjorter.  "He  has  set  up  meetings 
!  (■  I've  done  negative  stories.  There's 
Q  larantee  with  me." 

nth  Pointe  Enterprises  Inc.,  a 
t  ston  (R.  I.)  chain  of  X-rated  enter- 
i)  lent  shops,  apparently  thought  oth- 


ALTER  SALESi 


,  1995  Kessler  helps 

jy  Alter  Sales,  using 
)any  as  a  shell  to 
an  untested  cable-TV 
ig  device.  Kessler 
20,000  shares.  Soon 
jsler  arranges  dinner 
man  for  Alter  execu- 
an  investor. 

395  Dorfman  features 
:NBC.  As  stock  rises 
0  7Vf.,  Kessler  sells 
a  $150,000  gain, 
ler  Alter  CEO.  Four 
ater,  Alter  collapses. 
<  now  trades  at  400. 


J  1  L 


FEB.  17,  '95 
A  DOLLARS 


ei-wise.  Soon  after  it  hired  Kessler  in 
the  fall  of  1994,  Kessler  airanged  a  meet- 
ing of  Dorfman  and  South  Pointe  ceo 
Carl  Bruno.  Kessler  collected  between 
$10,000  and  $15,000  for  the  introduction, 
according  to  two  soui'ces  familiar  with 
the  deal.  Kessler  says  he  received  only 
$5,000,  mainly  for  introducing  South 
Pointe  to  X-rated  video  photogi'aphers. 

Not  long  after  Dorfman  met  Biimo, 
he  wi'ote  a  bullish  uSA  Today  colimin,  on 
Oct.  17,  1994,  quoting  Bruno's  optimistic 
gi'owth  plans.  Within  thi-ee  days,  South 
Pointe's  stock  rose  25%,  to  8'A,  on  volume 
averaging  five  times  the  norm  of  the 
preceding  six  months.  The  stock  has 
since  fallen  to  4.  South  Pointe  declines 
comment.  Dorfman 
says  he  considered 
South  Pointe  an 
"impressive  idea." 

Alter  Sales  was 
another  Kessler- 
related  company 
Dorfman  got  inter- 
ested in.  Alter  was 
a  public  "shell" — a 
money-losing  auto- 
parts  retailer  tak- 
en over  by  Kessler 
clients  with  an  un- 
developed cable-TV 
advertising  idea. 
Despite  the  compa- 
ny's questionable 
prospects,  Doi^finan 
featured  it  in  his 


ALTER  SALES 
WEEKLY  STOCK  HIGH 


WEEK  ENDING 
J  I  I  L_ 
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JUST  PR  FEES? 

a  They  can  look  at 
my  relationship  with 
Dan  if  they  want  to. 
I've  never  done  any- 
thing wrong  f f 

—  DONALD  KESSLER 

pi'ogram  on  Apr.  18,  1995 — after  Kessler 
arranged  a  dirmer  vrith  a  company  exec- 
utive. That  day,  the  share  price  rose 
slightly,  to  close  at  TA,  on  a  record  vol- 
ume of  334,000  shares — seven  times  the 
average  daily  volume.  As  payment  for 
his  role  in  the  takeover,  Kessler  re- 
ceived 20,000  shares  of  the  company's 
stock.  Former  Alter  ceo  Morf  says 
Kessler  told  him  he  reaped  $150,000  by 
selling  his  shares  on  Api'.  18  during  the 
heavy  trading  spiured  by  Doifman's  re- 
port. Kessler  declines  comment  on  the 
figure  but  confirms  selling.  He  adds: 
"Dan  couldn't  care  less  if  I  sell  stock." 
Dorfman  denies  any  knowledge  of 
Kessler's  sales. 

Within  four  months  of  the  CNBC  plug, 
the  company  collapsed.  Today,  the  shares 
ti'ade  for  ai'ound  40e.  Morf  says  he  was 
forced  out  in  late  August.  Kessler,  now 
on  Alter's  board,  alleges  that  Moif  stole 
company  fimds,  which  Morf  denies.  Dorf- 
man defends  his  mention  of  the  company 
as  an  "idea  stock,"  noting  that  he  later 
"knocked  it"  when  it  stumbled. 

Kessler  and  Dorfman  fii'st  met  in  the 
late  1970s  at  New  York's  Tavern  on  the 
Gi'een  restaui-ant,  and  the  two  hit  it  off. 
They  share  a  tough  upbringing  in  Brook- 
lyn. Kessler  is  a  high  school  dropout, 
and  the  63-year-old  Doifman,  who  spent 
a  few  years  in  an  orphanage,  never 
graduated  from  college.  They  often  shoot 
pool  together  on  Saturday  nights  at  a 
billiard  club  on  Manhattan's  East  86th 
Street.  Kessler,  a  51-year-old  freelance 
promoter  who  focuses  on  penny-stock 
companies,  has  set  up  numerous  dinners 
with  Dorfman  for  his  coiporate  chents. 
NOTHING  UNTOWARD.  Their  relationship 
benefits  both:  Kessler  collects  a  fat  fee, 
and  Dorfman  frequently  gets  a  story. 
Dorfman  acknowledges  that  his  meet- 
ings with  Kessler's  chents  yield  fees  for 
liis  fiiend.  Tliis  fact,  at  a  minimum,  rais- 
es questions  about  the  objectivity  of  his 
reporting.  "That  isn't  fair  to  investors 
who  may  buy  stock  based  on  the  re- 
ports," says  one  federal  official. 

Both  Dorfman  and  Kessler  deny  any- 
thing untoward  in  their  relationship. 
Both  characterize  Kessler's  fees  as  noth- 


I  Dante's  Inferno,  the  damned  in  the  seventh  circle  of  Hell  must  stand  neck  deep  in  boiling  lava.  A 
ot  that  things  are  quite  that  bad  in  today's  business  world.  At  least  you  can  get  GroupWise  — the 
oupware  solution  from  NovelL.  Its  Universal  In  Box  helps  you  control  the  flood  of  information 
f  letting  you  see  and  manage  E-mail,  appointments,  faxes,  even  voice  mail — all  from  one  place, 
ad  with  GroupWise  you  have  the  option  of  using  a  laptop,  phone,  or  pager  to  retrieve  your 
essages  no  matter  where  on  earth  (or  in  Hell)  you  are.  So  follow  the  lead  of  over  5  million  users  who 
e  already  being  kept  in  the  loop,  and  out  of  limbo.  — ^  To  learn  how  other  companies  are  staying 
on  top,  check  out  http://www.novell.com  on  the  Internet,  or  call  us  at  1-800-778-1851.  J 
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BUYING  COVERAGE 

a  The  money 
we  gave  Kessler 
was  for  one 
purpose  only: 
To  meet  with 
Dorfman  If 

—  A  CLIENT  CEO 


ing  more  than  standard  public-relations 
fees.  "PR  people  come  to  me  all  the  time. 
I  assume  they  get  paid,"  says  Doifman. 
"If  Don  is  to  be  criticized  for  that,  eveiy 
PR  business  should  be  criticized."  Adds 
Kessler:  Tlie  suggestion  that  "Dan  takes 
payoffs  is  total  bull.  He's  interested  in 
one  thing,  and  that's  a  good  story." 

Doifman  denies  that  Kessler  can  influ- 
ence his  stories.  And 
although  Kessler  al- 
legedly claims  the 
contrary  to  his  cli- 
ents, there's  no  cer- 
tainty Dorfman  will 
mention  all  of 
Kessler's  companies. 
Indeed,  another  pro- 
moter says  he  paid 
Kessler  fees  of  up  to 
$15,000  on  behalf  of 
his  clients,  who  feel 
cheated  because  Doif- 
man never  did  stories 
on  them. 

Nor  is  there  any- 
thing wrong  with 
pitching  Dorfman  stories.  Public-rela- 
tions firms  often  tiy  to  place  articles  in 
specific  publications.  But  PR  experts  say 
the  idea  of  chai'ging  big  fees  for  a  meet- 
ing with  a  particular  journalist  is  un- 
known. "I've  never  heard  of  a  company 
paying  for  an  intei"view  with  a  jomnaUst. 
It's  highly  unusual,"  says  George  Sard, 
head  of  Sard  Verbinnen  &  Co.,  a  New 
York  financial-PR  fii-m. 

And  several  sources  allege  that  on 
one  occasion  Kessler  threatened  to  use 
his  access  to  Dorfman  to  punish  clients 
who  don't  pay  up.  They  point  to  Organ- 
ogenesis Inc.,  a  biotech  company  devel- 
oping a  substitute  skin  graft  that  busi- 
ness WEEK  wi'ote  favorably  about  in  its 
Inside  Wall  Street  column  in  Januaiy, 
1995.  On  Febniaiy  9,  Organogenesis  was 
the  target  of  a  blistering  report  by 
Sturzas  Institutmial  Research,  a  news- 
letter read  by  short-sellers — and  often 
cited  by  Dorfman  in  stories. 
MONEY  OWING.  Within  days  of  Sturza's 
report,  Kessler  was  introduced  to  exec- 
utives at  the  Canton  (Mass.)  company. 
Three  sources  familiar  with  the  deal 
say  Kessler  warned  the  company  that 
Dorfman  would  run  a  negative  story 
based  on  the  newsletter.  Kessler  de- 
nies making  that  warning.  The  soui'ces 
allege  that  Kessler  assured  company 
officials  that  a  meeting  with  Dorfman 
would  pi'oduce  a  positive  story.  Kessler 
requested  $100,000  in  cash  but  agreed 
to  take  .$40,000,  the  sources  say.  Kess- 
ler denies  that  he  ever  asked  for 
$100,000  or  that  he  promised  any  posi- 
tive coverage.  But  he  confirms  that 


he  is  owed  $40,000  by  Organogenesis. 

After  Kessler  arranged  a  Feb.  22 
breakfast  meeting  with  Dorfman  and 
company  officials  in  New  York,  the  jour- 
nalist had  this  to  say  in  a  40-second 
CNBC  spot:  "Biotech  stock  barons  just 
recently  knocked  Organogenesis,  based 
on  a  report  by  analyst  Evan  Stui"za.  The 
company  says  Sturza  is  all  wet.  Who 
knows  who's  right?" 
Although  it  wasn't 
the  knock-out  punch 
the  company  had 
feai'ed,  Organogenesis 
officials  were  angry 
they  didn't  get  a  pos- 
itive plug  and  refused 
to  pay.  So  Kessler 
called  the  company 
several  times  thi'ough 
mid-March.  Several 
sources  allege  that 
Kessler  threatened 
that  Dorfman  would 
air  critical  reports. 
Kessler  denies  ever 
making  this  threat. 
And  although  company  officials  have  no 
knowledge  of  discussions  between  Dorf- 
man and  Kessler,  Doifman's  views  did 
harden:  He  slammed  Organogenesis 
thi"ee  times  dming  the  next  few  months, 
often  citing  Sturza's  reports. 

After  back-to-back  daily  negative  re- 
ports by  Doifman,  Organogenesis'  stock 
hit  a  52-week  low  of  SV^  on  June  2,  a 
45%  drop  from  early 
February.  Dorfman 
says  he  wasn't  influ- 
enced by  Kessler  in 
any  way.  He  has 
since  stopped  skewer- 
ing the  company.  Its 
share  price  has  re- 
boimded  to  more  than 
18.  A  source  familiar 
with  the  deal  says 
the  Securities  &  Ex- 
change Commission 
has  looked  into  un- 
usually hea\y  trading 
prior  to  the  Doifman 
and  Sturza  reports. 
The  SEC  declines  to 
comment. 

Sources  at  the  U.  S.  Attorney's  office 
say  this  is  not  the  only  investigation 
under  way  concerning  unusual  trading 
patterns  in  stocks  to  which  Kessler  and 
Doifman  have  ties.  The  probe  by  Brook- 
lyn prosecutors  and  U.  S.  postal  inspec- 
tors— who  are  involved  because  criminal 
securities  violations  can  often  lead  to 
charges  of  mail  fi-aud — stems  ft'om  nu- 
merous scoops  Doi-finan  reported  in  cov- 
ering the  saga  of  Spectnim  Infomnation 


THE  NEXT  STEP 

4  4  As  we  learn 
more  about  other 
Kessler  compa- 
nies, we'll  be 
looking  at  trading 
patterns,  too  f  ? 

—  U.S.  INVESTIGATOR 


Technologies  Inc.  in  1993.  In  R] 
that  year,  Doifman  did  a  negatij 
port  in  which  he  debunked  the  v 
a  contract  Spectrum  had  announj 
provide  technology  to  at&t.  The| 
sent  the  stock  tumbling  by  half,  ti 
NASDAQ  record  volume  of  34  i 
shares.  ,^ 
Fuiious,  Peter  T.  Caserta,  then| 
trum's  president,  hired  Kessler  to^t 
duce  him  to  Dorfman.  As  part  o 
became  a  roughly  eight-month  p 
suiting  agreement,  Kessler  sa^ 
earned  $5,000  a  month  and  $25,()()i 
the  sale  of  Spectrum  stock  he  i  ct 
DROPPING  APPLE.  Until  Dorfman' 
inal  report  in  May,  Spectrum  Ikh 
an  obscure,  money-losing  wb'ek  s 
munications  company.  But  over  t 
lowing  year,  Dorfman  helped  m. 
one  of  NASDAQ's  most  active  stock: 
more  than  a  dozen  reports  a) mm 
company.  Many  detailed  market -n 
management  changes  and  S])ri  i 
growing  legal  problems.  On  ( )( 
1993,  Doifman  broke  the  ston'  tli 
mer  Apple  Computer  Chairman 
Scufley  was  joining  Spectioim — ai 
shares  soared.  When  Doifrnan  bro 
news  three  months  later  that  S 
was  leaving,  Spectnim  shares  plu 
ed.  After  both  disclosures,  nasda 
two  of  its  biggest-ever  single-da 
umes  for  a  stock. 

The  tipster  for  Dorfman 's  Spe 
scoops    was    Kessler,    accord  ii 
prosecutors.  i!u 
the  hnk  may 
back  to  haunt 
man  and  liis  trit 
drew  the  attc^iil 
investigators,  \\ 
ticed  unusually  ij 
trading  before  cti 
ny  annouiut'i 
and  before  s<  \  ( 
Dorfman's  h 
broke.  That  l(  < 
formal  invest  i; 
into  Spectnim  tisi 
by  the  sec  ant| 
li.  S.  Attorney 
fice — and  alsn  . 
prosecutors  tu 
looking  at  the  relationship  between 
man  and  Kessler.  Among  the  (|ue^ 
Was  Doifman  awai'e  of  insider  ti  ad 
advance  of  his  reports?  And  di(i  1 
ceive  anything  beyond  news  tip^ 
Kessler  in  exchange  for  doing  Spe 
stories? 

A  BUSINESS  WEEK  investigatioi 
shows  that  in  at  least  one  examjile 
appears  to  have  been  unusually  ! 
trading  ahead  of  a  Dorfinan  re]  )iiii 
small-cap  stock  Kessler  is  linked  t' 
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Rigkt  nere,  Rignt  now, 
Ri^nt  lease. 


P(vjiw.ou.-fL  KJeon  Coupe 


14  M06./^^^5  dowK 


er 


Ciuajsler  CiVrus 


er 


Cdnjsler  Cov[(iof6 
14  M05./^l,5^5  doWK 


l'i^6  ?1jiUDu+l(.  Kleon  Coupe 


Cosier 


I'l'i^  Cknjsler  Cirrus 


1^*16  Cknjsler  Concorde 


Chrysler  and  Plymouth  dealer  is  now  offering 
ibly  low  lease  rates  and  low  down  payments  on  the 
ars  you  want,  equipped  the  way  you  want.  Lease  the 


award-winning  Chrysler  Cirrus;  the  luxurious  cab-forward 
Chrysler  Concorde;  the  elegant  five  passenger  Chrysler  LHS... 
and  even  the  fun-to-drive,  D2  horsepower  Plymouth  Neon. 


e  Votur  Local  Cdrjjsler  owd  "FljjiuotcHt  Dealer. 


fied  lessees  through  Gold  Key  Lease,  Inc.  Based  on  1996  MSRP  examples  of  Neon  w/  22D  pkg.,  LHS  w/  26J  pkg„  Cirrus  LX  w/  24J  pkg.,  and  Concorde  LX  w/  22B  pkg.  Assumes 
ticipatlon  of  $260  (Neon),  $1,675  (LHS),  $525  (Cirrus),  or  $575  (Concorde)  Tax,  title,  license  &  insurance  extra.  Up  front,  pay  down  payment  of  $995  (Neon),  $1,995  (LHS), 
rrus)  or  $1,595  (Concorde),  plus  first  month's  pmt.  and  refundable  deposit  of  $225  (Neon),  $425  (LHS),  $275  (Cirrus)  or  $300  (Concorde),  Monthly  pmts,  total:  $4,782  (Neon). 
HS),  $5,988  (Cirrus)  or  $6,458  (Concorde),  Pay  for  excess  wear,  $0  15/mi  over  24,000  mi.  for  all  vehicles  and  $275  fee  if  vehicle  returned  at  end  of  term.  Offer  ends  12/31/95. 
Duy  at  lease  end  at  pre-negotiated  price.  Always  wear  your  seat  belt.  Dealer  prices  vary. 


stock  was  RailAjnerica,  a  short-line  haul- 
er based  in  Alexandria,  Va.  Its  ceo, 
Gaiy  0.  Marino,  says  Kessler  helped  set 
up  a  phone  interview  with  Dorfman, 
which  resulted  in  a  positive  cnbc  story 
on  Aug.  31,  1994. 

But  RailAmerica's  stock  started  mov- 
ing the  day  before  Doifman  plugged  the 
comi)any:  On  Aug.  80,  RailAmerica's 
shares  jumped  about  ,  to  o' i,  on  vol- 
ume of  156,000  shares — triple  the  daily 
liigh  for  the  previous  eight  months.  Mar- 
ket expeits  say  that  can  mean  that  in- 
vestors or  NASDAQ  broker-dealers  wei'e 
positioning  themselves  in  the  stock  be- 
fore an  expected  market  move.  And  the 
day  of  Doifman's  report,  volume  soared 
to  1.(5  million  shai'es  as  the  price  jumped 
to  about  4y. — a  60%  gain  over  the  two- 
day  period.  BUSINESS  week  has  no  evi- 
dence that  either  Kessler  or  Dorfman 
was  tied  to  a  leak.  Dorfman  denies  any 
leak  took  place.  He  says  that  as  with 
many  stories  reported  by  the  press,  his 
repoiting  calls  can  cause  soiux-es  to  con- 
clude he  is  doing  a  story. 
"BRANCH  OUT."  These  days,  Dorfman 
may  be  having  second  thoughts  about 
the  appearances  of  his  friendship  with 
Kessler.  Kessler  says  Dorfman  recently 
urged  him  to  "branch  out."  Kessler  has 
interpreted  his  friend's  advice  as  a  re- 
quest not  to  rely  so  much  on  Dorfman 
for  his  stock-promotion  business. 

And  Kessler  seems  to  be  having  sec- 
ond thoughts  of  his  own.  Throughout 
the  BUSINESS  WEEK  investigation — 
which  included  four  dinners  and  more 
than  a  dozen  intei-views  with  Kesslei- — 
the  stock  promoter  openly  discussed 
his  ability  to  get  Dorfman  to  write 
about  his  clients.  But  facing  questions 
about  the  impending  investigation, 
Kessler  backed  off  many  of  his  previ- 
ous assertions.  He  now  says  that  many 
of  the  companies  he  had  discussed  ear- 
lier were  really  clients  of  Joseph  Ste- 
vens &  Co.,  a  brokerage  firm  with 
which  he  became  affiliated  in  1994. 
Kessler  also  now  claims  he  was  paid 
for  setting  up  a  dinner  for  one  client 
with  this  reporter 

Kessler  has  recently  gotten  involved 
in  managing  a  client  company.  Compre- 
hensive Environmental  Systems  Inc.,  a 
West  Babylon  (N.  Y.)  reclamation  outfit. 
Kessler  was  named  cEo  of  the  penny- 
stock  company  in  March.  One  of  his  first 
orders  of  business?  Getting  a  plug  on 
Dorfman's  show.  A  few  weeks  ago,  he 
aiTanged  dinner  together  for  Doifman 
and  Michael  O'Reilly,  Comprehensive's 
top  environmental  executive,  at  Pietro's 
in  Manliattan.  But  so  far,  Doi-finan  hasn't 
mentioned  it. 

By  Micluiel  Schroeder  in  Washington 


INSURANCE 


IS  GIGNA  GREATING 
A  TIME  BGMB? 

Rivals  fear  being  stuck  with  the  insurer's  asbestos  liabilit 


Is  Cigna  Corp.,  the  nation's  24th-larg- 
est  property  and  casualty  insurer, 
trying  to  walk  away  from  billions  of 
dollars  in  asbestos  and  environmental 
claims  and  leave  rivals  with  the  bill? 
That's  what  some  of  Cigna's  biggest 
competitors  are  afraid  of. 

On  Oct.  2,  the  Philadelphia-based  in- 
siu'er  announced  a  plan  to  transfer  those 
claims  to  a  new  com- 
pany, Bi'andywine 
Holdings.  Since  that 
would  make  the  re- 
mainder of  Cigna 
healthier,  the  move 
has  been  a  smash  on 
Wall  Street,  driving 
the  iirm's  shares  to  a 
new  high.  Says  CigTia 
Property  &  Casualty 
Div.  President  Gerald 
A.  Isom:  "Our  objec- 
tive is  to  stay  viable." 

If  Cigna  gets  its 
way,  other  insurers 
may  also  limit  their 
environmental  losses 
by  moving  liabilities 
into  separate  units. 
But  several  rivals — 
AKi,  Chubb,  and  St. 
Paul  Cos. — want  to 
thwart  Cigna's  strate- 
gy. Chubb  General 
Counsel  Robert  Rusis 
says  he  may  take  le- 
gal action  to  block  the 
Bi'andywine  deal.  And 
American  Internation- 
al Group  Inc.  Chairman  Maurice  R. 
Greenberg  indicates  he  may  file  a  com- 
plaint with  Pennsylvania's  Insurance 
Dept.  He  finnes:  "This  is  unacceptable." 

Indeed,  a  draft  of  a  possible  ak;  com- 
plaint, obtained  by  business  week,  calls 
Cigna's  plan  a  "farce."  Cigna,  the  docu- 
ment says,  "is  seeking  the  department's 
blessing  to  benefit  itself  by  walking 
away  from  its  responsibilities  to  its  ex- 
isting policyholders." 

Cigna  insists  nothing  could  be  fur- 
ther from  the  tinth.  It  says  that  if  any- 
thing, Brandywine  will  be  overcapital- 
ized, with  $7.5  billion  in  assets  and  other 


A  DISPUTED  TRANSFER 


WHAT  CIGNA  PLANS 


It  wants  to  split  its  U.S.  prop- 
erty and  casualty  insurance 
business,  putting  old  asbestos 
and  environmental  claims  into 
a  new  carrier  called  Brandy- 
wine  with  assets  and  other 
commitments  of  $7.5  billion. 


WHAT  COMPETITORS  SAY 


American  International  Group, 
St.  Paul  Cos.,  and  Chubb  claim 
Brandywine  won't  be  adequate- 
ly capitalized  and  may  eventu- 
ally be  forced  to  tap  Pennsylva- 
nia's industry-financed 
insurance  guarantee  fund. 

DATA  BUSINESSWEEK 


coverage  to  offset  possible  loss( 
Cigna's  opponents  wony  that  woi 
er  these  liabihties,  which  even 
concedes   are   hard   to  predi 
Brandywine's  resei'ves  were  insu 
the  Pennsylvania  Guaranty  Fund 
have  to  rescue  it.  By  law,  any  si 
in  the  fimd  would  be  covered  bj 
insurers,  including  those — like  A 
Chubb— that  v 
wilting  environ 
policies  decades 
Cigna  is  fai 
the  only  insure 
is  grappling  wi 
ing  environ; 
costs  from  old  p 
Paulsen,  Dowli: 
curities,  a  H; 
brokerage  firm 
mates  that  the 
tiy  eventually 
as  much  as  $75 
in  asbestos  an 
ronmental  clai; 
insiu'ei"s  have  r( 
only  $40  billion 
such  potential 
Several  major  p| 
including  Aetn|: 
Fireman's  Fundi 
boosted  reseni 
cover  envii'onmi 
abilities.  Along 
restructuring 
Cigiia  boosted  r(| 
for  such  claims  11 
billion,  taking  a 
of  $750  milhon  i|( 
third-quarter  earnings. 

Cigna's  foes  are  now  presif 
Pennsylvania  Insurance  Commis 
Linda  S.  Kaiser.  Greenberg  charg(| 
ser  shouldn't  rule  on  Brandyvdi 
cause  she  was  a  Cigna  staff  lawyeli 
1985  to  1992.  A  spokesman  for  G' 
or  Thomas  J.  Ridge  says  "there's 
lutely  no  conflict  of  mterest,"  and 
still  plans  hearings  after  Thanksj 
The  outcome  will  have  ramificatic  |j 
beyond  the  Keystone  State.  n: 
By  Joseph  Weber  in  Philadelph^ 
William  Glasgall  in  New  York* 
Richard  A.  Melcher  in  Chicago  1 
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lAL  FUNDS 


E  BIG  BOYS  FINALLY 
Y  YES'  TO  NO-LOADS 

)etition  with  discounters  may  radically  alter  the  industry 

ilmost  as  if 
i-Cola  had 
;ed  pushing 
on  the  side, 
liggest  Wall 
brokerage 
'or  years  the 
Dns  of  mutual 
loaded  with 
5ales  charges, 
out  to  dive 
;he  no-load 

1  Barney  Inc., 
ion's  second- 
broker,  plans 
•  an  array  of 
funds  next 
longside  the 
lineup  of  load 
klerrill  Lynch 
5  expected  to 
it  a  similar 
3ut  officials 
isist  no  deci- 

•udentiaTte-  marketplace  will  drive  mutual-fund 
)-ioad  pianln  loads  lower,  benefiting  buyers 

iptember. 

brokers  are  sure  to  jump  in, 
?ir  moves  could  reshape  the 
fund  industry,  fusing  load  and 
funds  into  one  giant  market- 
ith  investors  the  big  beneficia- 
-front  loads,  paid  at  the  time  of 
;e,  have  already  come  down 
5%  in  the  early  1980s  to  the 
%  range  and  will  drop  further, 
ad"  loads,  paid  if  fimds  are  sold 
preset  times,  should  fall,  too. 
esn't  mean  an  investor  will  be 
buy  no-loads  through  a  full-ser- 
)ker  without  paying  anything. 

of  a  hefty  load,  investors  will 
'  broker  a  small  annual  fee 
a  the  value  of  his  funds. 
■>P  SHOPPING.  Several  trends 
nng  the  giant  brokers  to  re- 
Investors  are  resisting  sales 

According  to  industry  figures, 

or  "direct-marketed"  funds 

45%  of  sales  last  year,  up  fi'om 
1988.  "The  public  has  been  told 
1  media  that  paying  loads  is  a 
I  thing,"  says  analyst  Guy 
ivski  of  Sanford  C.  Bernstein  & 


INVESTORS  WIN 


Fusing  load  and 
no-load  funds  into  one  giant 


Co.  Indeed,  the  evidence  shows  that 
paying  a  load  doesn't  necessarily  de- 
liver better  performance. 

Discount  brokers  are  also  adding  to 
the  popularity  of  no-load  funds.  Dis- 
counters such  as  Charles  Schwab, 
Fidelity  Brokerage  Services,  and  Jack 
White  offer  one-stop  shopping,  making 
hundreds  of  no-load  funds  accessible 
with  one  phone  call  and  consohdating 
all  reporting  on  one  statement.  In- 
vestors may  pay  only  a  small  transac- 
tion fee,  or  sometimes, 
no  fee  at  all.  The  dis- 
counters can  offer  fee- 
less  investing  because 
the  fund  companies  pay 
them   about   0.25%  a 
year  on  the  assets  they 
bring  in. 

This  centralized  fund 
mart  has  been  a  huge 
success.  Before,  invest- 
ing in  five  no-load  funds 
run  by  five  companies 
meant  five  phone  num- 
bers, five  accounts,  and 


a  blizzard  of  paper.  Schwab,  with  its 
Mutual  Fund  Marketplace,  pioneered 
the  idea.  It  now  has  $46.5  billion  in  as- 
sets (chart).  Fidelity  Funds  Network, 
which  offers  its  own  and  others'  funds, 
has  $20  bilhon.  .Jack  White,  the  next 
largest,  has  $3  biUion. 

The  big  brokerage  fii'ms  are  fighting 
on  two  fi'onts  to  get  the  no-load  busi- 
ness. Smith  Bamey  and  others  plan  to 
offer  the  no-loads  as  part  of  "wi-ap"  pro- 
gi'ams.  These  mutual-fimd  wrap  plans 
waive  the  loads  but  levy  an  annual  as- 
set-based fee,  likely  between  1%  and 
2%,  for  such  sei-vices  as  selecting  fimds, 
monitoring  performance,  and  providing 
reports.  Neil  Bathon,  president  of  Fi- 
nancial Reseai'ch  Corp.,  says  asset-based 
fees  remove  a  potential  conflict-of-inter- 
est. With  loads,  brokers  may  be  tempt- 
ed to  select  the  funds  which  pay  them 
the  most.  With  asset-based  fees,  there's 
no  such  allure. 

NEW  OPPORTUNITY.  The  other  strategy  is 
to  get  existing  and  new  chents  to  move 
their  no-load  fimds  into  a  central  accoimt 
that  the  brokerage  fimi  will  manage  for 
a  fee — the  amount  of  which  has  not  yet 
been  detennined.  "Many  come  to  us  with 
fimds  pui'chased  elsewhere,  and  we  have 
to  be  able  to  give  them  advice,"  says 
Jay  Mandelbaum,  Smith  Barney's  dii"ec- 
tor  of  retail  marketing. 

Discount  brokers  don't  provide  advice 
on  which  fimds  to  buy,  but  thousands  of 
independent  investment  advisers  do,  uti- 
lizing the  discounters'  mutual-fimd  net- 
works. Says  Timothy  F.  McCarthy, 
Schwab's  executive  vice-president  in 
charge  of  mutual  funds:  "The  fuU-sei-vice 
fiiTns  won't  be  able  to  compete  with  our 
advisers,  who  have  lower  costs." 

As  the  major  brokers  turn  toward 
no-loads,  the  big  load-fund  companies, 
like  Alhance  Capital,  Fi-anklin,  and  Put- 
nam, will  have  to  offer  no-loads,  too. 
"We'll  get  a  crack  at  investors  who 
would  never  consider  a  load  fund," 
says    Greg   Johnson,    president  of 
Franklin/Templeton  Distributors  Inc.  Al- 
liance and  Putnam  now  provide  funds 
without  loads  to  pi'ofessionally  managed 
accounts.  William  N.  Shiebler,  senior 
managing  director  of  Putnam  Cos.,  says 
companies  like  his  will 
eventually  sell  direct  to 
do-it-yourselfers,  too. 
But,  he  adds,  "most  peo- 
ple will  want  advice." 

It  will  take  some  time 
to  see  if  the  big  broker- 
ages can  capture  a  big 
chunk  of  the  no-load 
business.  But  no  matter 
 SSSSJiSSS'';          -ho  prevails  in  the  mu- 


WHYTHE  BIG  BROKERS 
ARE  GOING  NO-LOAD 


MUTUAL  FUND  MARKETPLACE 
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tual-fimd  melee,  the  in- 
vestor wins. 

By  Jeffrey  M.  Lader- 
inan  in  New  York 
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Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

VALUJET  SOARS. 
BUT  DON'T  BAIL  OUT 

Nothing  flies  like  success.  And  against 
gi'eat  odds,  VakJet  Airlines  (vjet) 
is  soaring:  Since  going  public  in  June, 
1994,  its  shares  have  rocketed  fi'om  GA 
to  46!^.  Predictably,  some  investors  are 
getting  edgy.  Is  it  time  to  bail  out? 

Not  by  a  long  shot,  say  the  pros 
who  are  still  accumulating  shai-es.  Valu- 
Jet's  success  in  the  low-fare,  short-haul 
business,  says  one  hedge-fimd  manager, 
has  attracted  the  big  airlines — which 
have  failed  in  such  markets.  So  Valu- 

"AHRACTIVE  TARGET" 


VALUJET  AIRLINES 
STOCK  PRICE 

,  WEEKLY  CLOSE  _ 


1996  Est 

$3.50  I 

1995  Est, 

$2.45  > 

1994 

870 

1993  i 

24 

-e<t 

DATA  BLOOMBERG  FINANCIAL  MARKETS. 
TANAKA  CAPITAL  MANAGEMENT 

Jet,  whether  management  hkes  it  or 
not,  is  a  "very  attractive  target  for 
takeover  or  merger,"  he  adds.  The 
stock,  he  believes,  is  cheap  at  this 
price,  thanks  to  its  fast  gTowth,  and 
could  be  worth  60  in  a  mergei'.  From 
its  Atlanta  hub,  ValuJet  sei-ves  25  cit- 
ies in  17  states,  and  fi-om  Washington's 
Dulles,  10  cities  in  5  states.  On  nearly 
all  runs,  it  competes  with  Delta  Air 
Lines.  Another  big  rival  is  American — 
and  Southwest  is  slated  to  enter  some 
Florida  markets  next  year 

ValuJet  has  told  analysts  and  money 
managers  it  isn't  for  sale — in  part  be- 
cause it's  profitable  enough  to  finance 
expansion.  But  you  can't  deny,  argues 
the  hedge-fund  manager,  that  "it  could 
be  for  sale  at  the  right  price." 

With  or  without  a  takeover,  the  com- 
pany is  undervalued,  many  analysts 
maintain.  "ValuJet  is  beating  the  pants 
off  the  rest  of  the  industry,"  says  in- 
vestment manager  Graham  Tanaka. 
He's  counting  on  ValuJet  to  enhance 
the  gains  of  Tanaka  Capital  Manage- 
ment, whose  portfolio  has  scored  a 
heady  48.7%  this  year. 

"ValuJet  has  exceeded  all  expecta- 


tions," he  says.  Using  refurbished  DC- 
9s  on  no-frills  flights  at  40%-to-60% 
discounts  through  a  ticketless  reser- 
vation system,  ValuJet  has  achieved 
load  factors  of  78% — vs.  an  industry 
average  of  64%,  notes  Tanaka. 

Since  ValuJet  started  operations  two 
years  ago,  analysts  have  raised  earn- 
ings estimates  several  times  to  keep 
up  with  growth.  "The  profitability  has 
been  a  I'esult  of  a  strategy  to  exploit  a 
heretofore-ignored  subset — customers 
who  would  probably  not  travel  at  all 
without  the  low  fares,"  says  analyst 
Vivian  Lee  of  NatWest  Securities. 
That's  how  it  manages  to  thrive,  she 
adds,  in  thinly  traveled  markets:  Its 
formula  is  "limited-frequency  service 
offering  everyday  low  prices  anchored 
by  a  low-cost  stnicture." 

Tanaka  thinks  ValuJet  wifl  beat  con- 
servative eaiTiings  estimates  of  $1.77  to 
$2.05  a  share  for  1995  and  $2.14  to  $3 
for  1996.  He  figures  the  company  will 
make  $2.45  this  year  and  $3.50  next. 

THE  GLOW  OF 
HEALTH  AT  IVI 

Shares  of  little-known  ivi  Publisliing 
(ivip)  have  been  perky  of  late.  Ti*ad- 
ing  at  4'A  in  May,  they  ai"e  now  at  near- 
ly 10.  What's  going  on? 

IVI,  which  puts  out  health  and  med- 
ical information  in  interactive  multi- 
media formats,  has  caught  the  eye  of 
AT&T.  Soon,  the  phone  giant  will  un- 
veil an  online  consumer  service  in  Bos- 
ton. And  IVI  will  be  the  major  suppher 
of  medical  info  for  this  venture,  at&t 
has  an  option  to  buy  20%  of  ivi. 

IVI  is  the  leading  source  of  health 
and  fitness  materials  on  cd-rom,  with 
more  than  a  dozen  titles:  Its  Mayo 
Clinic  Family  Health  Book,  now  in  its 
second  edition,  has  been  a  big  seller 
The  company  has  digital-publishing  li- 
censing agreements  with  Mayo,  New 
England  Journal  of  Medicine,  and 
Time-Life  Books. 

AT&T's  online  sei-vice  is  expected  to 
produce  a  revenue  stream  for  years 
for  IVI.  Analysts  expect  ivi  revenues  to 
double,  to  $20  million,  in  1996— with 
the  bulk  of  the  fimds  coming  from  cd- 
rom  sales — and  to  double  again  in  1997. 
IVI  plans  to  fumish  onhne  content  to 
outfits  such  as  hmos  for  a  monthly  fee. 
IVI  will  also  design  and  produce  infor- 
mation—in such  formats  as  video,  ani- 
mation, and  illustration — for  American 
Health  Network,  a  cable  channel  set  to 
premiere  in  March. 


IVI  should  turn  a  profit  for  tlieii 
time  in  the  the  first  quarter  of  li 
largely  fi-om  cd-roms,  says  one  nr.ii 
manager. 


LIGHTS!  CAMERA! 
RENTRAK! 

Movie  rental  is  ahve  and  wefl. 
ask  Ron  Berger,  chainnan  of 
trak  (rent),  which  distributes  v 
cassettes,  primarily  to  home-i 
stores.  He  has  just  bought 
shares  of  Rentrak  stock  in  the 
mai'ket  at  6  a  share,  boosting  his 
to  neai'ly  5%. 

Obviously,  Berger  believes  it's  \ 
more.  He  agi'ees  with  the  analysts 
value  Rentrak  at  more  than 
promising  soiu'ce  of  growth,  he  sa 
a  link  with  Wal-Mart  Stores,  in  ( 
since  early  this  year.  The  retailer 
to  open  110  "supercenters" — com' 
grocery  and  general-merchai 
stores — ^where  Rentrak  will  rent  o 
cassettes. 

Money  manager  David  Klaskin, 
ident  of  Oak  Ridge  Investments,  ^ 
manages  some  $130  million,  says 
trak  wiU  be  a  substantial  money  n 
based  on  plans  to  widen  its  reach 
core  business  alone — called  Pay 
Ti-ansaction — is  worth  6  a  shar- 
figures.  Under  this  ppt  system, 
ti'ak  supplies  vid- 
eos to  retailers 
and  shares  the 
revenue  each  time 
a  cassette  is  rent- 
ed. PPT  lets  the 
retailer  obtain 
videos  for  less 
than  if  bought 
fi'om  conventional 
distributors.  One 
big  moviemaker 
whose  films  are 
distributed  by 
Rentrak's  ppt  sys- 
tem is  Disney, 
which  has  war- 
rants for  a  20% 
stake  in  Rentrak. 

Rentrak's  other  ventures,  says 
kin,  ar-e  worth  4  to  5  a  share,  incl 
the  movie  business  that  will  op 
at  Wal-Mart  and  Pro  Image,  a 
apparel  chain.  Klaskin  thinks  Bi 
will  take  Pro  Image  public,  whi( 
says  is  worth  $10  million  to  $15  nr 
Rentrak  also  owns  a  25%  stake  in 
trak  Japan,  which  rents  and  sells 
movies. 
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cial  Issues 


^RATION 


/E  ME  YOUR  HUDDLED . 
3H-TEGH  PhDs 

igh-skilled  foreigners  displacing  U.S.  workers? 


rail,  James  L. 
hneider  has 
?n  his  busi- 
hich  contracts 
nputer  engi- 
0  design  and 
software  sys- 
;xplode  since 
founded  in 
But  for  the 
fe  years,  his 
ancisco-based 
y,  Profession- 
suiting  Net- 
las  been  bat- 
)rokers  who 
foreign  soft- 
ngineers  into 
15.  to  do  simi- 
k  for  as  little 

lird  of  the  $65-an-hour  fee  he 
.  As  a  result,  ''American  citizens 
on  the  street,"  he  says.  "In  the 
itive  world,  it's  difficult  to  bid 
people  who  work  at  substantial- 
r  rates." 

olaints  such  as  Schneider's  are 
an  increasingly  heated  debate 
lether  the  many  foreigners  who 
0  work  in  America's  high-tech 
ire  displacing  U.  S.  workers.  The 
mmigrant  pool  is  also  raising 
(is  about  whether  America  nur- 
lough  homegrown  scientists  and 
rs.  Immigration  foes  say  lax  visa 
id  bargain-hunting  U.  S.  compa- 
■  to  blame.  But  corporations,  uni- 
s,  and  pro-immigrant  groups  in- 
t  the  U.  S.  doesn't  have  enough 
'el  talent  to  fill  all  the  jobs,  and 
int  to  deficiencies  in  education  as 


CHATTERJEE:  The  native  of  India  is  a  TI  group  president 


a  culprit.  Even  without  conclusive  evi- 
dence either  way,  say  executives,  hmit- 
ing  the  flow  of  skilled  workers  could  be 
dangerous.  "We  can  cut  off  our  immigi"a- 
tion  now,  and  blow  away  one  of  the 
best  industries  the  U.  S.  has  going  for 
it,"  says  David  A.  Pritchard,  Microsoft 
Corp.'s  recruiting  director 

Congress  may  soon  step  in  to  settle 
the  issue.  To  stem  what  many  lawmak- 
ers see  as  a  tide  of  foreigners,  they  are 
planning  to  cut  the  number  of  workers 
employers  can  sponsor.  Proposals  on  the 
table  by  Senate  Immigi'ation  Subcom- 
mittee Chairman  Alan  K.  Simpson  (R- 
Wyo.)  chop  the  number  to  75,000  from 
the  current  140,000.  Simpson,  who  is 
expected  to  introduce  a  bill  in  late  Octo- 
ber to  restrict  legal  immigration,  wants 
employers  to  pay  extra  for  sponsoring 
immigrants.  To  get  them  permanent  vi- 


sas, companies  would  have  to  pay  sala- 
ries 10%  higher  than  those  of  U.S. 
workers.  On  top  of  that,  they  would 
have  to  kick  in  30%  of  the  new  employ- 
ee's annual  compensation  to  a  privately 
run  fund  for  retraining  Americans. 

One  problem  is  that  few  definitive 
studies  exist.  The  Center  for  Immigi'a- 
tion  Studies,  which  wants  hmits  on  im- 
migration, recently  reported  that  11.7% 
of  America's  scientists  and  engineers  in 
1990  were  foreign-born  professionals — 
naturalized  U.  S.  citizens  and  foreign 
nationals.  That's  more  than  the  total 
share  of  the  U.  S.  population  born 
abroad,  at  7.9%.  Moreover,  the  number 
of  foreign  science  and  engineering  gr-ad- 
uate  students  at  U.S.  universities  has 
risen  over  the  past  decade — and  many 
opt  to  stay  here.  The  National  Science 
Foundation,  a  neutral  source,  concun-ed, 
reporting  that  foreigners  made  up  49% 
of  PhDs  in  computer  science  in  1993, 
up  ft-om  35.5%  in  1983. 
CUSTOM  FIT.  In  theory,  this  explosion  of 
foreign  high-tech  talent  shouldn't  be  a 
threat  to  Americans.  By  law,  employers 
can't  petition  for  either  temporary  or 
permanent  immigration  visas  for  foreign 
workers  if  they  can  find  a  qualified  U.  S. 
citizen  for  the  job.  But  it's  widely  known 
that  employers  often  get  Labor  Dept. 
approval  by  tailoring  job  descriptioas  to  a 
particular  foreign  candidate  to  make  sure 
that  no  U.  S.  candidate  can  fill  the  slot. 
Bill  E.  Reed,  president  of  the  American 
Engineering  Assn.,  cites  a  "help  wanted" 
ad  for  someone  with  both  a  civil  and  an 
agiicultural  engineeiing  degree,  an  un- 
usual combination,  "which  only  one  per- 
son in  the  universe  can  fill,"  he  says. 

Despite  anecdotal  evidence  of  job  dis- 
placement, it's  still  hard  to  pinpoint  how 
widespread  the  problem  is.  The  most 
well-documented  abuses  of  the  visa  sys- 
tem occur  in  more  routine  software  pro- 
gramming, where  foreigner  on  so-called 
temporary  H-IB  visas  clearly  have 
undercut  some  U.  S.  engineers.  In  high- 
end  research  and  development,  however, 
foreigners  with  advanced  degrees  may 
be  filhng  a  niche  that  Americans  can't. 

It's  no  surprise  that  U.  S.  high-tech 


TEMPORARY  WORKERS 

Skilled  workers  can  enter 
on  H-IB  visas  for  six-year 
maximum  stays.  The  annual 
cap  on  such  visas  is  65,000. 
In  fiscal  year  1994,  almost 
one-quarter  of  such  visa 
requests  were  for  computer- 
related  workers. 


FOREIGN  STUDENTS 

Foreign  students  from  U.S. 
graduate  programs  are  hired 
by  U.S.  employers,  which  then 
request  permanent  residency 
for  them.  There's  no  ceiling  on 
student  visas,  but  only 
140,000  permanent  visas  a 
year  are  allowed  for  employer- 
sponsored  immigrants. 


DIRECT  HIRES  FROM  ABROAD 

Companies  can  petition 
to  bring  in  permanent 
employees  directly  from 
foreign  countries  after 
demonstrating  to  the  Labor 
Dept.  that  no  U.S.  citizen 
can  do  the  job. 
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hat  If  You'd  Only  Traded  For 
hat  Willie  Mays  Rookie  Card? 

A/as  the  "Say  Hey"  Kid,  with  two  National  League  MVP  Awards.  An  amazing  660 
!er  home  runs.  A  rookie  card  now  worth  thousands.  If  you'd  only  known.  Well, 
!'s  a  tip:  Advanced  Micro  Devices  is  a  leader  in  the  booming  market  for  flash 
nory.  With  its  ability  to  electrically  erase,  reprogram  and  permanently  store  data, 
1  memory  is  a  key  technology  for  products  such  as  cellular  phones,  printers  and 
vorks.  By  driving  advanced  flash  technology  and  building  a  new  billion-dollar 
we're  making  a  difference  to  our  customers  like  Motorola,  Hewlett-Packard  and 
o.  That  type  of  commitment  makes  AMD  quite  a  promising  candidate  for  MVP. 
f  s  a   good   idea.   If  it   makes   a   difference.    Run  with  it. 

AMD  a 

Run  with  it. 

1-800-222-9323    Internet;  http://www.amd.com 


Entertainment 


companies  are  in  an  uproar  over  efforts 
to  limit  the  number  of  employer-spon- 
sored immigrants.  Executives  at  Micro- 
soft, Intel,  Sun  Microsystems,  and  Tex- 
as Instruments  say  foreigners  make  up 
only  1%  to  5%  of  their  U.  S.  workforce. 
Often,  foreigners  are  the  only  workers 
they  can  find  at  U.  S.  universities  with 
the  training  for  cutting-edge  research. 
"One  of  the  reasons  Americans  are  not 
enrolling  in  science  and  technology  pro- 
grams is  the  weak  preparation  many 
students  receive  in  math  and  science  at 
the  secondary  level,"  says  Todd  M.  Da- 
vis, research  director  at  the  Institute 
for  International  Education. 

Pallab  Chatterjee,  who  is  the  presi- 
dent of  Texas  Instioiments  Inc.'s  calcula- 
tor and  personal  notebook  group,  ex- 
emplifies the  foreign-born  high-tech 
success  story.  The  44-year-old  electrical 
engineer,  who  was  born  in  India,  re- 
ceived a  PhD  from  the  University  of 
Illinois  at  Champagne-Urbana,  then 
joined  Tl's  research  unit  in  1976.  Chat- 
terjee holds  about  30  of  Ti's  patents  in 
microchip  technology  and  in  1985  was 
elected  a  Tl  senior  fellow.  "We  need  to 
be  able  to  compete  with  the  best  re- 
search minds  in  the  world,"  says  Chat- 
terjee, who  became  a  naturalized  U.  S. 
citizen  on  Oct.  13.  "Our  primary  con- 
sideration is  the  capability  of  the  re- 
searcher, not  his  country  of  origin." 
NO  LOVE  FOR  SCIENCE.  For  corpoi'a- 
tions,  the  more  fundamental  worry  is 
Ameiicans'  seeming  indifference  toward 
higher  education  in  science  and  engi- 
neering. Many  Americans  may  not  opt 
for  gi-aduate  studies  because  they  can 
get  attractive  salaries  with  just  a  bach- 
elor's engineering  degi'ee  or  by  going 
into  law  or  business.  And  while  there 
are  companies  that  are  investing  in  sci- 
ence and  computer-  programs  at  all  lev- 
els of  schooling,  "corporations  alone 
aren't  going  to  solve  the  problem,"  says 
Microsoft's  Pritchard. 

In  the  meantime,  companies  fear  that 
if  they  don't  hire  foreign  students,  com- 
petitors in  other  countries  will.  Why 
not  take  advantage  of  America's 
strength  as  a  magnet  for  talent?  "If  you 
want  to  contribute  to  the  knowledge  of 
computer  design,  there's  only  one  coun- 
try where  it's  leading-edge,  and  that's 
the  U.  S.,"  says  Theo  Omtzigt,  a  Dutch- 
born  engineer  at  Intel  Corp.,  who  got 
his  PhD  from  Yale  University  in  1992. 
With  the  ability  to  attract  such  experts, 
many  U.  S.  high-tech  companies  have 
kept  much  of  their  workforce  and  K&D 
at  home,  while  making  about  half  their 
revenues  abroad.  The  immigTation  de- 
bate may  yet  affect  their  easy  access  to 
scientific  talent  as  the  U.  S.  sorts  out 
how  its  workers  as  well  as  its  companies 
can  compete  in  the  global  marketplace. 
By  Catherme  Yang  in  Washington 


MUSIC 


CAN  THIS  MAN  LIFT 
MOTOWN'S  BLUES? 

Andre  Harrell  must  find  hot  new  acts  for  a  wide  audie 


FOCUS:  A  cool  $20  million  awaits  new  CEO  Harrell 


It  is  nearly  noon  when  35-year-old 
ex-rapper  Andre  Harrell  shows  up 
for  his  first  day  at  the  Wilshire 
Boulevar'd  offices  of  Motown  Record 
Co.  Music  executives  are  rarely  early 
for  anything,  so  Harrell  is  right  in  step. 
Looking  relaxed  and  stylish  in  a  white 
tiulleneck,  black  slacks,  and  soft  Italian 
loafers,  Harrell  has  just  spent  the  past 
three  days  jetting  between  New  York, 
Miami,  and  Los  Angeles  to  meet  with 
singers  Johnny  Gill,  Queen  Latifah,  and 
John  Frankenheimer,  Diana  Ross's 
manager.  This  evening,  he  will  enter- 
tain Motown  great  Stevie  Wonder  at 
dinner. 

If  the  founder  of  tiny  Uptown 
Records  is  daunted  by  the  challenge  of 
reviving  the  faded  fortunes  of  the 
biggest  brand  name  in  music,  he's  not 
showing  it.  Only  when  he  describes  the 
two  hours  he  spent  the  night  before  at 
Motovm  founder  Berry  Gordy  Jr.'s  five- 
acre  Beverly  Hills  estate  does  he  seem 
the  least  bit  awesti"uck.  "I  mean,  that 


was  Berry 
the  man  who 
ed  a  legend," 
says.  "He  ere 
piece  of  Ai 
something  t 
now  my  oblig; 
build  on." 

Han-ell's  gi-( 
bition  is  to  1 
the  Berry  Go 
the  1990s— th 
man  to  p 
Mack  music 
>\  idest  possibl 
■nee.  Motowr 
•  11  believes, 
the  Disney 
music  Indus 
multimedia  en 
ment  empire  I 
the  strength 
rich,  evocative 
name.  His  dr 
shared  by  Mc 
parent,  Pol 

  Holdings  Inc., 

for  two  years  has  been  frustra 
the  label's  clumsy  attempts  to 
into  film  and  TV.  On  Oct.  2,  Pol 
replaced  foi-mer  CEO  Jheryl  Bus! 
Harrell,  largely  because  Harrel 
town  label  was  upstaging  Motow 
such  hot  rhythm  and  blues  st 
Maiy  J.  Blige  and  Jodeci.  Harrell 
a  potential  $20  million. 

As  the  new  boss  takes  over,  tl 
sure  thing  is  that  Motown  is  a  loi 
fi'om  becoming  another  Magic  Ki 
Some  wonder  whether  Harrell's  : 
tion  for  picking  hot  acts  veils  his 
rience  as  an  operator.  "Andre  is 
slinger,"  says  one  industry  insid' 
competing  label.  "He'll  go  out  a: 
you  a  hit  artist,  but  he  sure  a 
has  never  run  amy^hing." 
OLD  R&B.  Motown's  glory  days- 
it  topped  the  charts  with  such 
stars  as  the  Supremes  and  the  T 
tions — are  a  fading  memory.  1 
African  American  music  market  i 
inated  by  such  new  labels  as 
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H"V  IS  fn'(jUPiitly  llip  resull  of  teamwork  — ond  IliM  iraiils you  to  iriii. 

why  iIk^v  contracted  witli  NSFL  to  put  [uiiidrctls  of  ai^piications 
i!.'h  tlicir  taps  lo  ciisnic  ificir  coiiipatil)ilitv  wilfi  ()S/2  War|).  So  wlioii 
-.(■r  liic  "Rcadx  for  ( )S  2  Warp  -  NS  I  L  Jested''  seat,  you  can  coiiiif  on  a 
wwil  conit)inalion. 

•arn  more  at)oiil  tins  and  ottier  iinte|)erid(Mil  testing  services,  contact 
L  at  8()0-22()-NS^Il.  or  inloC»  iistt.com.  Or  catt  IBM  at  800-285-2936 

dditioiial  information.     MSTL  \S  !'f.  IS  (I  (lirixu)ii  nj  I  hi'  Mrdniit''!  nil  ('onifxinirs 


Ready  for 


NSTL  Tested 

1-800-220-NSTL 


Adobe's™  Atnbat™  for  Workgroups 

Men  Communkation,  Int.'s  Quest  Multimedia  Authoring 

Aperture™  Tethnologies,  /nc's  Aperture™ 

Baker  Hill  Corporation's  lending  Library™ 

Baron  Software  Servites'  Name  Your  Baby!™ 

Bota  Soft's  Wipeout 

Bota  Soft's  System  Sounds  for  OS/2 

Competente  Software's  Investment  Basics 

Computer  Seturity  Consultants,  lnt.'s  RetoveryPAC 

DUX  Software's  SimCity  Classit™ 

DUX  Software's  Ameritan  Heritage  Dictionary  Contise  Edition^' 

Felsina  Software's  A-Talk®  for  Windows 

Cttielle™  Systems'  Back-it™  for  Windows 

Crolier  Electronic  Publishing's  1995  Multimedia  Encyclopedia 

Intellisoffs™  Accounting  Vision/32™ 


Interplay's™  Mario's®  Came  Gallery 

Interplay's™  Kingdom™  The  far  Reaches 

Merit  Studios'  Fortress  of  Dr.  Radicki™ 

Merit  Studios'  Fighter  Wing '" 

Merit  Studio's  Psychotron™ 

MicroDoc  Products,  Inc's  Child  Development  Guide 

Microlearn  Nordic's  Game  Pack  Volume  I 

On-line  Data's  OnCmd® 

Parsons  Technology's  Money  Counts® 

Pinnacle  Technology's  Kid  Proof/2™ 

Reed  Software's  OS/2  Black  Jack 

Stardock  System  Inc's™  Star  Emperor™ 

Stardock  System  Inc's™  Havoc™ 

Starpress  Multimedia's  808  Great  letters 

T/Maker's  ClickArt  Newsletter  Art 


Everything  A  CEO  Should  Know 
About  Data  Storage: 


In  1994, 50'Xi  of  your  computer  hardware  budget  was  spent  on  it.  2.  By  tlie  end  of  the  decade,  you'll  spend      on  it. 


i.SH  '..  ihc  l:.\tC  hgo.Syiiimclm.  Hariimiix.  Catlnpkx  imJ  TIlli STOli'Kjl:AI<t^HITi.(^ IS  drc  IruJaiiurki  uj  /:AI(.  Corpomlinn.  Oilier  IraJciiiurks  arc  ik  properly  oj  llicir  rapauve  mvncn. 


Everything  An  IS  Manager  Should  Know 

I  (NowThatm 

¥  ,  Knows  The  FiactsOnThe  Left): 


re  is  an  avalanche  of  information  now  running  tlirough  your 
my.  It  is  growing.  2. The  more  information  your  company 
)j  the  more  information  your  company  needs.  3.  It's  now 
;r  than  ever  to  distribute,  manage,  store  and  protect  the 
y  of  your  information.  4.  Successful  companies  are  reorganizing 
:lves  around  the  competitive  use  of  information.  5.  Chances  are, 


Floorspace  Savings 


Tradldonal 

Sto 

\ 

r 

and  environmental  costs.  12.  Our 
systems  quicker  response  times  improve 
customer  service,  transaction  process- 
ing and  overall  employee  efficiency. 
13.  Only  EMC  is  able  to  offer  the  best 
storage  technologies  first  because  of 


I 


Traditional 
Storage 


ompetition  is  using  storage  to  gain  competitive  advantages,  our  MOSAIC:  2000  architecture.  This  allows  us  to  get  the  latest 
St  to  save  money  but  to  make  money  and  to  increase  market   storage  solutions  to  you  faster,  so  your  information  is  always  being 

accessed  faster  and  protected  better  than  your  competitors"  information. 

14.  Since  we're  always  first  to  market,  our  customers 
get  competitive  advantages  their  competitors  don't. 

15.  Without  compatibility  problems.  16.  Our  systems 
get  information  into  employees'  hands  faster  than 

).  For  instance,  by  storing  their  information  in  central  locations,  ever  before,  allowing  them  to  use  that  information  to 
nies  are  moving,  managing  and  controlling  their  information    make  your  company  more  successful.  17  Our 
Iciently  than  before,  and  getting  their  products  to  market  faster,  systems  not  only  provide  faster  access,  they 
Gartner  Group  reports  that  roughly  half  of  machine-readable   ensure  that  the  information  is  secure,  and  ,  t 

o    J  1  inleracnve  Response  lime 

w  reside  on  desktops.  How  well  your  company  uses,  leverages  always  available.  18.  Case  in  point:  Symmetrix,  '"'P™™'™' 

and  protects  its  open  client/server-based  information  the  world's  fastest  and  most  highly  available  mainframe  storage 

will  determine  its  performance.  8.  EMC  is  the  leader  in  system.  19.  Harmonix,  a  midrange  storage  system  that  makes  an 

data  storage  and  retrieval  systems.  We  focus  all  of  AS/400  scream.  20.  And  Centriplex,  the  first  mainframe  class, 

our  resources  on  this  one  area,  getting  the  best  tech-  centralized  storage  designed  specifically  for  open  environments, 

nologies  to  you  first,  giving  you  an  edge  no  one  else  21.  Our  customers  are  experts  at  getting  more  value  out  of  their 

has.  9.  With  the  highest  performance,  capacity  and  mainframe,  midrange  and  client/server  storage  systems.  Because  an 


EMC 


zaticm 
vement 


availability,  our  systems  will  increase  your 
profits,  increase  your  market  share,  make 
your  customers  happier  and  ensure  the 
integrity  of  your  information.  10.  EMC 
systems  maximize  the  performance  and 
)f  your  CPUs,  your  network  and  your  software 
other  storage  available,  extending  the  useful  life 
'U  by  several  years.  11.  We  package  best-of-breed 
disk  and  memory  technologies  in  a  way  that  has 
ionized  DASD- helping  you  manage  information 
.  vhile  drastically  reducing  floor  space  requirements 


Cenmpkx" 
For  Open  Systems. 

1 1 1 1 1 1 1 1 
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Sy}mnelrL\''^For 
Mainframe  Shops. 


EMC  storage  system  isn't  just  passive  storage. 

22.  It's  part  of  a  dynamic  strategy  for  growth. 

23.  It  isn't  a  commodity'.  24.  It's  a  value  center. 
25.  It's  a  competitive  weapon.  26.  Its  why 
EMC  is  a  highly  profitable  Fortune  500 
company  and  the  world  leader  in  storage 
solutions,  producing  only  one  thing:  Storage. 

27.  Call  1-800-424-EMC2  ext.  136  and  learn 
how  EMC  can  help  you  use  information  to 
improve  your  company's  performance. 

28.  As  well  as  your  own. 


MPETTTTVENESS  IS  IMPROVED  BY  A  E\CTOR  OF  EMC 
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THE  STORAGE  ARCHITECTS 


i'1995  EMC  Corporation.  All  rights  reserved. 


when  you're  traveling, 


there's  a  symbol  for 


just  about  everything. 


And  this  is  the  symbol  for 
"fine  hotels." 

With  73  locations  in 
24  countries,  chances  are 
there's  a  Renaissance  right 

where  you  need  one. 
Call  your  travel  agent  or 

1-800-HOTELS-l. 

Renaissance,  a  name  you  can 
be  comfortable  with."' 


RENAISSANCE. 

HOTELS  AND  RESORTS 


Entertainment 


scope  and  LaFace  promoting  street- 
wise acts  such  as  Snoop  Doggy  Dog 
and  TLC.  Motown  commands  a  bare 
1.8%  of  the  music  market,  according 
to  SoundScan  Inc.,  down  from  a  peak 
of  double-digit  market  share  in  the 
1960s  and  1970s. 

The  problem  is  that  Motown  has  lost 
the  pulse.  In  recent  years  it  has  broken 
only  one  superstar  act — Boyz  II  Men — 
while  it  has  spent  heavily  to  promote 
such  failures  as  Rosie  Gaines  and  For 
Lovers  Only.  The  label  is  living  off 
its  past:  Over  40%  of  this  year's  ex- 
pected sales  of  $105  million  will  come 
from  its  oldies  catalog. 
Most  labels  consider 
15%  a  big  number  for 
catalog  sales. 
HELP  WANTED.  "MotOWTl 
has  hardly  been  a  bad 
investment  for  us,"  in- 
sists PolyGram  ceo 
Alain  M.  Levy,  who  paid 
$325  million  in  cash  and 
debt  assumption  for  the 
label  in  1993.  But  it  has 
not  been  a  good  one,  ei- 
ther. Insiders  say  Mo- 
town profits  were  off  by 
nearly  20%  this  year. 
And  Levy  admits  he's 
wonied  about  the  dearth 
of  new  acts.  "We  are 
0.  K.  now  and  maybe  for 
the  next  year,"  he  says. 
"But  down  the  road, 
we're  far  less  comfortable." 

Hairell  says  his  marching  orders  are: 
"go  back  to  the  streets,"  to  find  the 
next  generation  of  black  artists.  "I'm 
from  those  neighborhoods,"  he  says.  "I 
can  sit  with  them,  their-  parents,  their 
girlfi'iends."  Beefing  up  a  label's  artist- 
acquisition  prowess  is  at  best  an  inexact 
science.  But  it  begins  and  ends  with 
hiring  good  people.  HaiTell's  top  piionty 
is  to  fill  Motown 's  top  A&R  (artists  and 
repertory)  position,  wliich  has  been  open 
for  months.  He'll  also  add  a  new  mar- 
keting director.  Meantime,  he  plans  to 
open  offices  in  New  Yoi'k  and  Atlan- 
ta— urban  music  hotbeds — and  is  con- 
sidering moving  headquarters  to  the 
Big  Apple. 

Harrell  gi-ew  up  in  the  South  Bronx 
and  was  briefly  a  member  of  the  rap 
duo  Dr  Jekyll  &  Mi*.  Hyde.  He  launched 
his  business  career  selling  radio  adver- 
tising but  in  1983  joined  Russell  Sim- 
mons' Def  Jam  Records  as  a  producer. 
Two  years  later  he  found  Ms  fii'st  stai"  a 
little-known  rapper  named  Heavy  D. 
By  1986  he  had  launched  his  own  la- 
bel. Uptown,  which  eschewed  harder- 
edged  "gangsta  rap"  for  a  more  melodic 


HARRELLS  PLANS 
FOR  MOTOWN 

►  Lure  more  hip,  urban 
artists  to  Motown  to 
reduce  dependence  on 
catalog  of  old  hits 

►  Improve  Motown  corpo- 
rate morale,  beef  up 
depleted  marketing  unit 

►  Expand  Motown  unit  to 
make  movies,  TV  shows 

►  Decide  fate  of  recent 
diversifications,  including 
units  to  make  interactive 
games  and  MoJazz 


sound  that  could  sell  in  the  su 
Acts  such  as  Mary  J.  Blige,  Jodet 
Soul  For  Real  became  big  hits. 

For  all  his  success,  though,  inij 
insiders  constantly  debate  whethei 
rell  is  really  as  good  as  his  presij 
pings.  He  throws  lots  of  partie 
cultivates  the  media.  But  cntics 
that  it  was  Hairell  imderUngs,  inc 
Sean  "PiiBy"  Combs  and  Hea\y  I 
found  many  of  Uptown's  artists 
on  his  own  at  Motown.  Moreovei 
rell  is  known  for  spending  lavis 
break  his  acts,  mnning  up  bills  fo: 
and  other  luxuries,  while  oversp 
■■■■■■■■■■■  on  videos. 

In  1992,  MCA 
bought  Uptown 
signed  Harrell  to 
million  developmei 
whereby  the  label 
produce  records  b 
branch  into  black- 
ed films  and  TV.  T\ 
tionship  soured 
over  Harrell's 
checkbook  pohcy. 
not  help  that  Harr^ 
tempts  to  expand  : 
(he  produced  the  I 
lies  New  York  Um 
er)  were  distractii 
from  the  record  bi 
Then  MCA  balked 
Harrell  petitionee 
pany  brass  to  tri; 
35-person  staff. 
Levy  says  he's  aware  of  Hj 
fi'ee-spending  ways  but  still  wil 
bet  big  on  him.  HaiTell's  contrac 
pay  him  $20  million.  Levy  acknow 
if  the  Motown  chief  hits  ceitaii 
targets.  In  return.  Levy  wiU  retai 
control.  "We'd  be  idiots  if  we 
know  all  about  Andre's  reput 
Levy  says.  "His  job  is  to  find  th 
ours  is  to  give  him  boundaries." 

For  now,  that  means  delaying  I 
ney  ambitions.  HaiTell  and  Lev 
have  big  multimedia  dreams,  bu 
both  insist  records  come  fii'st.  '. 
Busby's  seven  years  at  Motow 
company  launched  an  intei'active 
division,  began  printing  Motowi 
ics,  and  licensed  its  name  for  a  st 
Motown  Cafes.  Busby  admits  he  ' 
ist  development  deteriorate  badl 
The  plan  now  is  to  scale  bacl 
efforts  and  find  some  big  acts  to 
Motown  foi-ward.  "None  of  that 
stuff  means  anytWng  unless  you'r 
ing  the  music,"  says  Harrell, 
sounds  a  lot  like  Beny  Gordy.  Bi 
rell  still  has  plenty  to  prove  bef 
Motown  looks  like  the  Motown  c 
By  Ronald  Grover  in  Los  1. 
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AND  SERVICES 

1 .  Charles  Schwab 

2.  Robertson  Stephens 
Contrarian  Fund 

PRODUCTS/SERVICES 

3.  Acer 

4.  American  Gas  Association 

5.  Amoco  Chemical  Company 
f).  AMP  Incorporated 

7.  Bayer  Corporation 

8.  Bayerisches 
Staatsministerium 

9.  BREITLING  -  Watches 
It).  Canon  Laser  Class  Fax 

11.  DataStorm Technologies 

12.  EMC  Corporation 

13.  Ericsson 

14.  General  Accident  Insurance 

15.  IBM 

1ft.  KODAK  DIGITAL 
SCIENCE  solutions 

17.  LG  Electronics  Inc. 


15.  iviannesman 

19.  NTT  (NIPPON  TELEGRAPH 
AND  TELEPHONE 
CORPORATION) 

20.  Northwest  Airlines 

21.  PEOPLESOFT 

22.  Praxair 

23.  Rennaissance  Hotels  Resorts 

24.  Schott  Corporation 

25.  Skytel 

2ft.  Texas  Instruments  Extensa 

27.  Toshiba  America  Information 
System,  Inc. 

28.  Wausau  Insurance 

29.  Xerox  Business  Systems 

30.  Yellow  Freight  Systems,  Inc. 

31.  Zenith  Data  Systems 


ElXIhNSION 


1  What  is  your  company's  type  of  business? 

I  □  Agriculture  2  U  Mining.  Construction  3  J  Manuliicturing,  Processing 

4  □  Wholesale.  Retail  Trade  5 -J  Finance,  Insurance,  Real  Estate  6  □Government 

7  □  Transportation,  Public  Utilities  S  □  Service  Industries  4  □  Other  -  Please  Specify; 

2  What  is  your  title? 

A  J  Chairman  of  the  Board   B  □  President  C  □  Vice  President   D  □  Treasurer,  Secretary 
E  J  General  Manager  F  lJ  Division  Manger  G  □  Department  Manager 
H  J  Other  Manager   I  J  Student  J  J  Other  -  Please  Specify: 

3  How  many  employees  in  your  company  worldwide? 

I  JUnder  10(1  2iJl()()-W  3  J  1. 1 100-2, 4W  4  □  2,300-4,W9  5  J  5, 000-9, W) 
(lU  10,1100  or  more 
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side  of  the  business 
reply  card  below  to 


receive  more 


information  about 
the  products  and 
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business  people  recognize  value  for  money,  and  1996 
jsWeek  planners  -  at  25%  off  the  regular  price  -  represent 
alue  for  money.  Planners  can  be  ordered  separately  or  as 
ng  skived  leather  Sets.  Their  design  is  sleek  yet  practical,  with 
th  calendars,  week-to-view  appointment  spreads,  and  comprehensive 
i  business  information  sections.  Available  in  your  choice  of  color 
c  black  or  deep  burgundy  -  these  are  definitely  planners  with  a  plus. 

nners:  10' I2"  x  S'jz"  Pocket  Planners:  6^ Is"  x  S^s" 


tively,  you  may  prefer  to  choose  the  deluxe  Presidential  Planner  Set,  bound 
jather,  comprising  desk  planner  and  matching  wallet  planner, 
lentary  silver  name  stamping  and  presentation  box. 
iesk  Planner:  10' I2"  x  S'h"  Wallet  Planner:  7^14"  x  S^U" 


on  customization  options  and  special  quantity  discounts 
la  Kane  on  201-461-0040. 

tnd  workmanship  fully  guaranteed  or  your  money  back. 


USA  Credit  card  holders  may  call 

TOLL-FREE  800-247-2570 

In  Iowa  800-247-2570 
Ask  Operator  18  for  Dept  BC4HP6 
We  honor  AmEx;'Diners/Visa/MasterCard 


•Ir/Mrs/Ms)^ 


State/Country  _ 


code. 


.  Tel. 


'd  me  your  color  brochure  and  information  on  quantity  discounts  and 
nation  options, 

ne  for  blocking  

>on  and  mail  with  checl<  to  BUSINESSWEEK  PLANNER, 
4HP6  P-0.  Box  1597.  Fort  Lee,  NJ07024.  USA  Fax:  201  461  980S 


Item 

Code 

Regular  Price 

Your  Price 

Quantity 

Total  US$ 

Black  Desk  &  Pocket  Planner  Set 

BW210 

US$3295 

Black  Desk  Planner 

BW207 

US$24  95 

Black  Pocket  Planner 

BW204 

US$12,95 

Burgundy  Desk  &  Pocket  Planner  Set 

BW226 

\ism^ 

US$32,95 

Burgundy  Desk  Planner 

BW216 

US$24,95 

Burgundy  Pocket  Planner 

BW218 

US$12,95 

Blue  Presidential  Planner  Set 

BWlOl 

US$95,00 

Pnces  include  delivery  by  surface  mall 
3ut  do  not  include  local  duties  or  taxes 
Delivery  commences  in  September  1995, 

Zl  Check  enclosed  payable  to  'BusinessWeek  Planner' 

Personalization  US$4,75  per  item 

Handling/Packing  US$2,25  per  item 

NJ  Residents  add  6%  Sales  Tax 

Z\  Bill  my  Company  (Purchase  Order  &  Company  letterhe^ 

d  enclosed)                 TOTAL  US$ 

Card  No  

Expiration  Date  _ 


_  Signature _ 


Did  CMI  mislead 
investors  about  the 
cordless  phone  maker's 
financial  health? 


Jacques  A.  Robinson,  president  and 
CEO  of  Cincinnati  Microwave  Inc., 
knows  the  importance  of  burnish- 
ing the  coi-porate  image.  Back  in 
1993,  cash  was  so  tight  at  his  troubled 
company  that  employees  occasionally 
had  to  bring  their  own  toilet  paper  to 
the  office.  Yet  on  one  spring  day,  em- 
ployees watched  with  suiprise  as  Robin- 
son and  his  wife  boarded  a  rented  lux- 
ury bus  with  key  customers  and  took  off 
for  a  couple  of  days  at  the  Kentucky 
Dei-by  The  $10,000  to  .$15,000  tab  was 
picked  up  by  CMi.  Two  top-i'anking  com- 
pany executives  say  Robinson  told  them 
that  f'Mi  needed  to  keep  up  appeai'ances 
or  the  company  was  sunk. 

Robinson  denies  making  such  a  state- 
ment. But  now,  numerous  former  exec- 
utives at  the  company  allege  that  CMi 
may  have  gone  much  fiiither  to  spiuce 
up  its  public  image.  In  a  nmup  to  CMl's 
successful  $18  a  share  secondaiy  offering 
in  August,  the  comi)any's  stock  skyrock- 
eted from  .3  to  a  high  of  21%,  amid  opti- 
mistic pronouncements  by  the  company 
and  analysts  that  a  turnaround  was  un- 
der way.  The  company  said  the  shar-j) 
losses  it  suffered  in  1994  were  largely 
the  r'esult  of  a  one-time  problem  beyond 
its  control — a  worldwide  shortage  of  a 
critical  component  for  its  cordless 
phones.  But  numerous  former  senior  and 
midlevel  CMi  executives  say  the  company 
used  the  shortage  to  disguise  far  more 
extensive  pi-oblems  in  its  design,  pro- 


ROBINSON:  The  fornief  GE  exec  bet  heavily  on  a  coi'dless  plione  launched 


curement,  and  manufacturing  than  it 
was  disclosing. 

Robinson  dismisses  such  allegations 
as  "complete  and  utter  nonsense."  And 
he  has  the  backing  of  some  big  in- 
vestors. "We  continue  to  believe  in  the 
long-term  potential  of  the  company," 
says  LeRoy  C.  Kopp,  president  of  Kopp 
Investment  Advisors  Inc.  in  Edina, 
Minn.,  cmi's  largest  outside  shareholder. 
NEW  SKEPTICISM.  But  othei's  appear 
unimpressed.  The  controversy — to- 
gether with  CMi's  Oct.  13  announce- 
ment of  anticipated  third-quarter  loss- 
es— has  sent  the  stock  below  7.  On  Oct. 
18,  two  shareholder  class  actions  were 
filed  alleging  that  CMI  failed  to  disclose 
problems  at  the  time  of  the  offering. 
And  the  only  two  analysts  who  active- 
ly follow  the  company — Montgomery 
Securities  Corp.'s  Matthew  S.  Robison 
and  Roney  &  Co.'s  Stephen  Roberts — 
have  suddenly  grown  skeptical.  Both 
analysts  dropped 
their  buy  recommen- 
dations after  the  Oct. 
13  announcement. 

CMI  was  once  a 
promising  company.  It 
was  founded  in  1976 
by  James  L.  Jaeger, 
today  the  hands-off 
chairman.  Jaeger  de- 
clined to  be  inter- 


CMFs  stock,  around 

21  in  August,  has 
fallen  below  7  in  the 
wake  of  controversy 


viewed.  Largely  on  the  strengtli 
popular  Escort  radar  detectoi-,  i 
joyed  strong  gi-owth  until  a  rash 
price  competitors  hit  the  markt 
company  has  been  in  the  red  sinct 
losing  a  total  of  $38.2  million. 

Enter  Robinson,  48,  a  chemira 
neer  and  former  General  Elect)' 
executive  whom  Jaeger  recruit 
1991.  A  turnaround  specialist' 
woi-ked  under  ge  ceo  Jack  F.  Wei  k 
Robinson  has  shored  up  the  b;r' 
sheet  and  lessened  dependence  on 
detectors.  His  goal:  to  use  cmi's  t 
tise  in  wireless  technology  to  I 
into  modems  and  cordless  phone- 
But  with  modems  yet  to  pi 
steam,  Robinson  has  banked  cm 
ture  for  now  on  a  hot  new  coi« 
phone  launched  in  1993.  CM)  sa 
phone,  retailing  for  around  $279,  [' 
es  no  static,  greater  range  than  ii' 
tional  cordless  phones — and  is  ce^ 
drop-proof.  A  coite 
Robinson  projif' 
early  last  yeaihs 
phone   sales  ^ul 
help  return  c  'J 
profitability  in  % 
Midway"  thJf' 
1994,  howeverCH 
ran  into  major*' 
duction  problen " 
press  releases,  '>^^ 
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GoldStar 

The  future  is  making  sense 

■o  cold?  Too  hot?  Or  just  hungry?  At  GoldStar,  we  all  listen  ~  from  the  President  to  the  most  junior 
an  ~  and  then  we  create  products  that  our  customers  want.  Sometimes  even  before  they  ask. 

'  Audio/Visual  Equipment  '  Home  Appliances  'Computers  '  Office  Automation  'Multimedia 


The  Corporation 


rities  &  Exchange  Commission  filings, 
and  meetings  with  investors,  c^Mi  blamed 
the  problems  on  a  "worldwide  shortage" 
of  a  tiny  14(Z  inductor,  a  key  electronic 
component.  The  inabihty  to  get  induc- 
tors, Robinson  says,  br'ought  "om*  phone 
production  to  its  knees."  As  a  result,  CMi 
lost  phone  sales  worth  $9.5  miUion  in 
the  tliird  (luaiter.  On  1994  sales  of  $64.7 
million,  CMi  lost  $10.o  milhon. 

Today,  Robinson  says  CMI  has  taken 
steps  to  "improve  our  materials  and 
inventory  management."  And  in  a  writ- 
ten statement,  CMI  makes  clear  where 
responsibility  lies.  Arguing  that  CMi's 
purchasing  department  "missed  the 
boat"  in  1994,  the  company  has  insti- 
gated many  changes,  including  "re- 


of  those  soiu'ces,  was  a  design  flaw  that 
caused  excessive  static  and  limited  the 
phone's  range.  "In  August  and  Sep- 
tember, approximately  half  of  the 
phones  built  didn't  woi'k,"  says  a  high- 
ranking  formei'  manufacturing  execu- 
tive. Other  sources,  without  knowing 
the  precise  amount,  agree  that  large 
numbers  of  I'ejected  phones  were  piling 
up.  That  in  tui-n  created  huge  pi'ocure- 
ment  problems,  say  the  sources,  be- 
cause CMi's  buyers  had  to  scramble  to 
buy  extra  parts  on  short  notice  in  or- 
der to  make  enough  shippable  phones. 
At  the  same  time,  significant  difficulties 
with  inventory  controls  meant  other 
parts  were  fi-equently  missing.  Numer- 
ous former  executives,  including  some 


about  whether  the  company  could 
vive.  Price  Waterhouse  declined  to 
ment.  Roney  &  Co.  agi'eed  to  a  rij 
offering.  Around  the  time  Roney's 
diligence  team  arrived  at  CMi's 
quarters,  an  impromptu  noon  me(j 
was  held  in  the  office  of  Ti-oy  G 
the  company's  former  treasurer, 
meeting  included  Gross,  inductor  b 
Jeanne  Fisher,  and  Chief  Operatinj;' 
ficer  John  Noland. 
NUMBERS  GAMES.  Fisher  was  tol 
bring  purchase  orders  for  the  indiu 
to  the  meeting  so  they  could  he 
viewed.  The  reason?  "Gross  and  Nn 
were  sweating  bullets,"  says  a  cmi 
cial  who  attended  the  meeting.  "1 
wei'e  trying  to  figure  out  what  w 


Is  CMFs  Outlook  Solid-Or  Were  Investors  Misled? 


MAY  19, 1994  Stock  hits 
nine-year  high  in  wake 
of  company's  bulhsh 
15  forecasts. 


/< 


DEC.  14, 1994  After 
Price  Waterhouse 
questions  its  ability  to 
survive,  CMI  raises 
$9.7  million  in  rights 
offering. 


MAR.  22, 1995  Company  tells 
investors  that  demand  for 
CMi's  phone  "remains  strong 
and  the  stock  soon  soars. 


SEPT.  20, 1994  CMI  says  shortage 
of  a  key  component  will  slash  phone  sales'" 
and  cause  loss  for  1994.  But  former  CMI 
executives  allege  that  far  broader  problems 
led  to  losses.  CMI  denies  any  such  problems. 


m.  24,1995  Robinson 
projects  phone  sales 
over  250,000  by  year- 
end  in  advance  of 
successful  secondary 
offering. 


OCT.  13, 1995  In  wake  of 
poor  third-quarter  results 
and  an  investigation  by 

BUSINESS  WEEK,  CMI'S  StOCK 

collapses. 

I  I  I  I  M  M  II  M  I  I  II  I  I  I  I  M  M  II  I  I  I  I  I 


CINCINNATI  MICROWAVE 
STOCK  PRICE 


APR.  29,  1994 

placement  of  ineffective  personnel." 

Industry  soui'ces  concur  that  sui'ging 
demand  for  inductors  diuing  that  period 
did  cause  a  temporary  shortage.  But 
numerous  fonner  CMi  executives  in  man- 
ufacturing, mai'keting,  and  procui"ement 
allege  that  the  lack  of  inductors  was 
only  one  of  a  raft  of  problems  cm  faced 
with  its  new  phones.  "The  inductor  issue 
was  nothing  more  than  a  smoke  screen 
cooked  up  by  Jacques  to  hide  the  many 
other,  more  sevei'e  pi'oblems  at  the  com- 
pany," says  a  former  procurement  offi- 
cial who  is  among  those  the  company 
has  replaced. 

"SCAPEGOAT."  His  view  is  seconded  by 
numerous  other  top-ranking  former-  ex- 
ecutives who  oversaw  the  design  and 
manufacture  of  the  phones — all  of 
whom  have  since  voluntarily  left  CM\. 
"Jacques  used  the  inductor  as  a  scape- 
goat," says  one  former  officer.  "We  all 
had  a  good  laugh  when  he  pinned  it 
on  the  inductoi'." 

CMi's  biggest  problem,  say  several 


DATA  BLOOMBERG  FINANCIAL  MARKETS,  COMPANY  REPORTS,  BUSINESS  WEEK 

who  oversaw  daily  phone  production, 
indicate  such  problems  shut  down  pro- 
duction more  often  than  missing  induc- 
tors. The  company  declines  to  comment 
on  allegations  involving  design  flaws, 
procurement  lead  times,  or  inventory 
controls. 

Still,  several  sources  say  that  CMl's 
inability  to  get  inductors  didn't  stem 
fi'om  a  shortage  but  fi'om  poor  relations 
with  Toko  America  Inc.,  its  main  sup- 
pher.  Having  experienced  significant  dif- 
ficulties getting  paid  by  cmi.  Toko  con- 
sidered CMI  a  low-priority  customer. 
"They  screwed  themselves,"  says 
Thomas  Kons,  Toko's  Midwest  salesman. 
"If  they'd  been  on  top  of  scheduling, 
paid  their  bills,  and  had  good  potential, 
Cincimiati  Microwave  would  have  gotten 
all  the  inductors  they  needed."  cmi  de- 
clined to  comment  on  this  allegation. 

As  CMI  continued  to  have  problems 
building  the  phones,  its  cash  woes  wors- 
ened; in  December,  1994,  a  Price  Wa- 
terhouse auditor's  report  raised  doubts 


OCT.  23, 1995 

happen  if  Roney  asked  to  see  the  i 
chase  orders."  That's  because  the  i 
chase  orders,  with  attached  produd 
schedules,  showed  that  manufactui 
was  demanding  that  the  procurem 
department  oi'der  parts  with  inadeqi 
lead  times.  That  could  have  reves 
the  scramble  imposed  by  the  high 
jection  rate  and  shown  that  bad  sch 
uhng  made  the  inductor  problem  wo: 
CMI  declined  to  comment  on 
charges,  as  did  Noland  throug? 
spokesman.  Fisher  resigned  ft'om 
in  January,  1995.  Gross  denies  sue 
meeting  took  place. 

Roney's  bankers  dechned  to  comm 
on  whether  they  asked  to  see  the  p 
chase  oi'ders.  But  convinced  that  q 
1994  losses  stemmed  only  from  a  o 
time  inductor  shortage,  Roney  wi 
ahead  with  a  successful  rights  offer 
in  late  December  at  roughly  $3.5( 
share.  The  deal  netted  $9.7  niillion  i 
kept  the  company  afloat. 

In  March,  cmi  inked  a  key  deal 
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GoldStar 

The  future  is  making  sense 

see  richer  colours.  She'll  see  sharper  clearer  pictures.  She'll  even  see  the  person  she's  jj 
ing  to  on  the  telephone.  Our  commitment  to  the  future  will  see  to  that. 

meed  Audio/Visual  Equipment  '  Home  Appliances  'Computers  '  Office  Automation  'Multimedia 


I'liblic  funding,  global  competition,  [:)iiblic 
education  —  everyone  is  talking  aliout  the  need 
for  ciian,!j;e.  But  \viiat  s  the  cost  to  your  company? 
loin  R/tsi/iess  Week  and  the  Presidents,  (^KOs 
and  (^liairmen  of  America's  most  presti^iotis 
:;orporati()ns  for  face-to-face  interaction  and 
discussion  on  how  corporate  America  is  risinji;  to 
meet  these  new  challenges. 

Attendance  is  by  invitation  only.  For  more 
information,  please  call  Julie  Terranova,  Re,ti;istrar, 
Business  Week  Kxccutivc  Proi^rams,  (800)  6S2-6()()7. 


Featured  speaker: 
General  C.oliu  Poxcr/I 
bOriner  Chdiiiiitiii , 
U.S.  Joint  Chiefs  ol  Staff 


e  1996  Business  Week  Presidents  Forum 

^^Can  America  Really  Change?'^ 


JANUARY  17-21,  1996.  HYATT  GRAND  CHAMPIONS  PALM  SPRINGS,  CA 
At  the  Bob  Hope  Chrysler  Classic,  A  PGA  TOUR  event 


In  association  with: 

The  A  me  lied  11  Institute  of  Airhiteets 

BMW  of  Noft/i  Aiueiiea,  hie. 

Tfiomas  Group,  hie. 

Zenit/i  Data  Systems 


With  support  from: 

Geoivia  Department  of  lneltistr}\ 

Trade  Ihtirisni 
Wharton  Exei  titive  h.dueat  'ion 


BusinessWeek 

EXECUTIVE      P  R  O  G  R  A  MS 


Beyond  news.  Intelligence. 

'5,  by  The  McGraw-Hill  Companies,  Inc. 


Business  Week 

\;)i]  iM.in../  l\„:Mcr,rawHM(  1,11 


WllC  VVUllU. 

One  Communications  Software. 
One  Out-Of -This -World  Offer! 


W     Buy  PROCOMM  PLUS  for 
Windows®  2. 11  today  and  up 
grade  FREE*  to  version  3.0 
for  New  Years. 

when  PROCOMM  PLUS  for  Windows  integrated 
fax  with  data,  it  opened  up  a  whole  new  world  in 
communications  software.  Today,  PROCOMM  PLUS 
for  Windows  is  the  #1  best  seller  In  fact,  8  out  of  10 
PC  users  rely  on  PROCOMM  PLUS  for  Windows  to 
perform  data  file  transfers,  fax,  and  connect  to  CompuServe,  MCI  Mail, 
BBS  or  their  favorite  on-line  service.  And  with  good  reason.  Unlike  other 
products  which  merely  bundle  separate,  stand-alone  programs  together, 
PROCOMM  PLUS  for  Windows  is  a  seamless  solution  for  all  your  PC 
communications.  And  soon  you  can  get  the  world  standard  for  data  and 
fax  communications  together  with  a  total  Internet  connection  and  next 
generation  faxing.  Because  when  you  buy  PROCOMM  PLUS  for 
Windows  2.1 1  today,  we'll  upgrade  you  for  FREE* 

So  buy  now, 
and  the  whole  world  will  be  yours. 


Data 


[  Faij  J  Voice        |  Telnet       ]  FTP  ]  Wv/eb 


Ernail 


New  seamless  integration  of  Fax,  Internet  and  Data  communications.  Version  3.0  puts 
everything  in  one  box,  including  a  state-of-the-art  web  browser,  E-mail,  news  reader, 
FTP,  Telnet,  Gopher,  TCP/IP  stack  and  Internet  service  providers  and  next  generation 
Fax/OCR  and  Annotation, 

PROCOMM 

PLUS  ^' 

Call  1.800.474.1534 
Totally  Connected 

*  PROCOMM  PLUS  for  Windows  3  0  upgrade  will  ship  lo  you  beginning  January  2,  1996  Offer  good  for  PROCOMM  PLUS 
for  Windows  3  0  Offer  valid  for  purcfiases  made  between  1  1/1/95  and  1/3 1/96  Proof  of  purchase  required  plus  $7  50 
($15  00  Alaska,  hlowoii  and  Conada}  for  sfiipping  and  handling  This  offer  good  only  in  the  U  S  ,  Puerto  Rico  and  Canada 
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sell  its  cordless  phones  to  at&t.  Soi.; 
ter,  Montgomery  Securities  and  Iin 
agi'eed  to  underwi-ite  a  secondai 
faring.  The  sales  projections  gi\  i 
Robinson  to  the  investment  li.i 
called  for  upwards  of  250,000  plun 
be  sold  in  1995,  the  bulk  to  at&t,  . 
alysts  for  both  companies  talked  i 
stock,  CMi  shares  took  off.  On  Au. 
the  $18  a  share  secondary  offering 
million  shares  came  off  as  pla 
Chairman  Jaeger  sold  roughly  h;i 
holdings  for  $58.7  million,  while  tlic 
pany  pocketed  $19.1  million. 

But  internal  projections  prepai-  i 
CMi's  sales  department  under  the  ■ 
tion  of  the  foirner  head  of  sales,  ( i; 
Oppito,  called  for  total  sales  of  s 
cantly  fewer  phones  than  Robin:^o 
projected.  Several  high-ranking 
CM!  executives  said  Robinson  pif^ 
Oppito  and  his  staff  to  present  a  i 
front  on  sales.  If  the  lower  pruji 
got  out,  it  could  have  jeopardi/.d 
secondary  offeiing. 

Robinson  denies  putting  pressif 
Oppito.  He  says  CMl's  sales  depaii 
had  a  history  of  making  lowball 
jections — and  that  he  had  workei! 
ly  enough  with  customers  to  dc 
his  own  estimates.  But  actual  | 
sales  in  1995's  first  three  quarto 
only  about  100,000.  To  meet  Rul.ii 
target,  an  additional  150,000  will 
to  be  sold  in  the  fomth  quarter—  ,i 
of  Oct.  20,  according  to  one  insidi  i 
firmed  orders  through  yearemi 
just  85,000,  while  the  manuf;\<  i  i 
problems  linger. 

"UNCERTAINTY."  In  September,  hoi 
vestment  houses  said  they  had  in 
dence  in  CMI  and  in  the  inform 
that  it  supplied  in  connection  wii!' 
offerings.  "Given  the  company's  In 
and  last  year's  significant  lossr 
did  a  very  deep  level  of  due  diln 
and  we  were  comfortable  wit  I 
we  heard,"  said  George  Vettt  i 
aging  director  in  Montgomery'.^  in 
ment  banking  department.  Added 
forth  French  Jr.,  senioi'  vice-pi  i  - 
for  Roney's  corporate-finance 
"Jacques'  story  checked  out."  I'.ni 
vestment  bankers  have  declined  u 
sequent  comment  in  the  wake  ol 
shareholder  lawsuits. 

Robinson  continues  his  upbea 
sessment.  In  an  October  phone  call 
analysts,  he  said  that  the  compai 
on  ti-ack  to  build  and  sell  150,000  pi 
by  yearend.  Roney  analyst  Roberti 
turned  skeptical.  "There's  a  lot  o: 
certainty;  we  need  to  see  some  a 
earnings,"  he  says.  Indeed,  talking 
stock  is  one  thing;  delivering  is  anc 
Btj  Willy  Stem  in  New 


>ten  it  comes  to  choosing  an  employee  dental  plan, 
wi^e  raised  the  options  and  lowered  the  price. 


Introducing  the  Choice  Dental  Plan 
m  Blue  Cross  of  California.  The  revo- 
onary  new  plan  that  offers  employees 
D,  HMO  and  out-of-network  dental  care, 
s  the  flexibility  to  change  plans  as  often 
they  want. 

And  now,  most  of  our  plans  can  deliver 
of  those  options  for  considerably  less 


than  you  and  your  employees  would  expect 
to  pay —  thanks  to  our  expertise  in  managing 
plan  utilization  and  negotiating  fees  with 
thousands  of  participating  dentists. 

For  more  information,  call  your  local 
Blue  Cross  broker,  consultant  or  group  sales 
office.  And  we'll  show  you  a  plan  to  keep 
everyone  smiling.  Including  Accounts  Payable. 


Blue  Cross  of  California, 


Cross  of  California  is  an  bidependent  Licensee  of  the  Blue  Cross  Association.  'S)  A  registered  b  ade  marl<  of  the  Blue  Cross  Association.  ©  1 999  Blue  Cross  of  California. 


s  inevitable 

nng  in  the  fast-paced  world  of  electronics  means  you  live 
th  continuous  change.  Rapid  changes  in  technology  and 
er-shorter  product  life  cycles  make  it  difficult  to  stay  out 
front.  The  way  you  manage  change  during  product 
velopment  often  determines  your  competitive  advantage. 

lat's  where  we  come  in.  We're  Altera,  a  world  leader 
programmable  logic.  With  a  broad  range  of  devices, 
velopment  tools,  and  advanced  technical  support,  we  can 
Ip  you  manage  change.  So  you  get  ahead,  and  stay  ahead. 

rapid  technology  changes  and  short  product  life  cycles  are  an 

inevitable  fact  of  your  life,  call  us.  We'll  help  you  manage 
them.  800-9-ALTERA  (800-925-8372).  Look 
for  us  on  the  world-wide  web  at: 
http://www.altera.com 


TJiey  are  the  people  of  the  Hyatt  Grand  Champiom  Resort.  People  like  direc^^^ 

his  trained  stajf,have  tamed  the  wild  desert  surroundings  into  a  beautiful,  serene  setting.  And  if  you  find  yourself gett\  i 
too  relaxed,  you  can  always  explore  our  equally  stunning  championship  golf  courses  or  world  class  tennis  stadium,  [ 
So  come  on  out  and  lay  bach  You're  going  to  love  the  thingsyou  see.  To  discover  more  and  receive  a  fee  brochure,  ' 
.  call  your  travel  pknner  or  Hyatt  at  1-800-233-1234.  , 


/.       ...  RESORT  NEAR  PALM  SPRINGS 

Discover  the  people  with  the  h  y  a  t  t  t  o  u  c  h 

■  Hyitff  Hotels  and  Resorts '  enramiiiKseS  hitels  itnitesjrts  monoged.  Iiamhisti,  or  opeioled  by  two  sepscote  groups  of  (ompooies — Hyoll  Corporotion  ottd  its  offiliotes  ond  offiliotes  of  Hyoti  Internotwrwl  C«p    1 995  H)Titl  Corp. 


BusinessWeek 


Beyond  news.  Intelligence. 


your]  ii  l\     \  Machine 

eans  Business 

Opportimities!  Information!  Partners!  Contacts! 

over  90  million  fax  machines  in  the  world, 
find  out  how  to  use  yours  to  reach  an  audience  of 
internatioiial  businesses. 


We'll  send  you  everything  vou  need  to  get  started. 


by  fax,  <>f'  ('C)iiix' 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464  0500 
FAX:  (312)  464-0512  OR  WRITE: 


Marketplace 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  20 
CHICAGO.  IL  60611 


Business  Opportunities 


CONSULTANTS/TRAINERS 

International  firm  expanding  in 
LIS  needs  independent 
consultants  and  trainers  to 
represent  our  c(»mpany.  We 
offer  some  of  the  finest  human 

resource  development 
programs  available  today.  Very 

high  income  potential. 
Kxtensive  training  and  support. 
Management,  marketing,  or 
consulting  experience  helpful. 
Send  resume  or  brief  personal 
history  to: 
Resource  Associates 
Corporation 
D.L.  Kngle,  VP  Development 
Department  "WB1195" 
100  Kachel  Blvd..  #150E 

Reading,  PA  19607 
(800)  799-6227,  Kxt.  12 
FAX:  (610)856-5918 


Education/Instruction 


92  languages! 

Yes,  we  have  audio-cassette 
courses  m  languages  froin 
Afrikaans  to  Zulu  and  everything 
in  between  Short  courses 
and  long  courses 
Easy  and  m-depth  We  have  been 
serving  language  learners  for 
25  years  Call  or  write  for  our 
free  60-page  Whole  World 
Language  Colalog 


aUDIQ-FQIMJm 

Room  3529,  %  Broad  St , 
Guilford,  CT  06437 
1-800-243-1234  •    Fax  203-453-9774 
e-mail  74537  550f(()conipuserve  com 


Insurance 


$500,000 

LIFE  INSURANCE 


Age 

10  Year 
Level 
Term 

1  b  Year 
Level 
Term 

20  Year 
Level 
Term 

JornI 
Avg 
Age 

Sur- 
vivor- 
ship 

35 

$410 

$485 

$630 

50 

$1,816 

45 

$805 

$860 

$1,300 

60 

$3,167 

55 

$1,785 

$2,235 

$2,915 

70 

$6,590 

65 

$4,705 

$6,245 

$6,819 

80 

$25,100 

Annual  Premium'  -  Prelerred  -  No  Tobacco  use 
Undervirnlten  by  ma|or  life  insurance 
companies  given  highest  ratings  lor 
financial  soundness  by  A  M  Best, 
Standard  &  Poors  and  Moody's 
CALL  FOR  A  FREE  QUOTATION  ON 
ANY  DESIRED  AMOUNT  AND  PLAN: 

1-800-444-8715 

Financial  Services  Group 
189  Reservoir  Street 
Needham.  MA  02194 
Through  our  multi-company  representation. 
Financial  Services  Group  otters  the  most 
competitive  products  available  in  today's 
marketplace  Permanent  lite  plans  are  also 
available 

'Not  available  in  some  states 


CPA's  Free  Book  Reveals: 


**HowToBuyOrStart 

Any  Kind  of  Business  With 
Absolutely  None^ 
of  Your  Own  Cash. 

(  omplinu'titary  copy  to  seriou^  parties. 
Call  800-352-9400  or  (702)  384-0700. 


us  CORPORATIONS  AND  LIMITED 

LIABILITY  COMPANIES  (LLCs) 
SET  UP  INSTANTLY  IN  DELAWARE 
(USA)  BY  PHONE  OR  FAX 


I  P.O.  Biix  5722,  Dept.  nw,  Wilmington,  DE  l<)808| 

Phiine,  FAX  anylime  or  writt  for  your  FREE 
I  Delaware  Incnrporalioii  HanJhixik  (6lh  Edition)  \ 

,  TEL:  800-423-2993  , 

■     FAX:  302-996-5818  anytime  ■ 

I^Delaware  Business  Incorporators,  Inc.^J 


BETTER  THAN 
FRANCHISES 


Four  of  our  new  A.ssociates  are 
earning  over  $10,000  a  month  after 
5  months.  This  11-year-old,  pride 
of  ownership  company  is  ready  for 
more  explosive  growth.  Keep  your 
current  job,  if  you  must.  Set  your 
own  pace.  Immediate  success 
training  for  serious  candidates. 

(505)  982-2882 


Business  Services 


i)ow  Jones 

tlct  Corporate  Reports 
on  public  Lompanics.  or  in-depth 
research  triini  the  Researeh  I\sk. 

Call  1-800-759-2797 


CONSIDERING  GOING  OFFSHORE? 


For  FREE  INFORMATION  on  Offshore  Asset  Pro- 
tection Strategies  Offsliore  Trusts  International 
Business  Corporations  International  Banking  and 
Investing  Dual  Citizenship  and  International  Ven- 
ture Capital  Development  Asset  Protection  Annu- 
ities plus  Individual  Business  Opportunities  m  off- 
shore consulting  Call  FFC.  Inc.,  1-800-633-2462. 
(FFC,  Inc  IS  NOT  a  legal  accounbng  or  financial  plarv 
ning  firm  and  doss  not  give  Itiis  type  of  advice  See 
your  licensed  professional) 


■  :U:]J;liHllilJjilit^:l 

I  20.000  ACADEMIC  TOPICS  AVAILABLE!  » 


20,000  ACADEMIC  TOPICS  AVAILABLE! 

Send  $2  tor  the  280  page  catalog 
Custom  -  written  reports  also  available 
RESEARCH  ASSISTANCE 
11322  idatio  Ave,#206BF 
1j3S  Angeles,  CA  90025 
TOLL  FREE  HOTLINE:  800-351-0222 

or  310  477-8226 


Telecommunications  Products/Services 


Peabody  Here 

With  The  J 

Fax-On-Demand^^T 

Systeivi  That 

Wont  Set  You  | 

"Way  Back" 

As  0  fecognized  authonty  in  the  {«Jds  of  technotogv 

and  history  it  is  no  surprise  that  COPIA  hos  asl<ed  me 

to  soy  a  few  words  about  fheir  FoxFacts  product 

After  all  we  ore  both  best  of  breed 

■  Retiieve  Into  via  lax/voice 

■  ExponiJable  to  meet  yout  needs 

■  U  S  Poteni  tioldei  lor  some 

coll  ton  delivery 

■  fm  Broodcost/fox  Moilbox 

•  Fox  from  ony  Windows  progrom 

■  IVR  provides  reoltirre  queries 

■  Credit  Cord  ctiorge  per  fox 

_                      TRY  THIS  DEMO 

rtn-V-mntC  708/924-3030 
i  ClA/l*Ct-0    DOC  NO  889828 

^——^  Copio 

Intcrnotionol  Ltd. 

^-"^'^^r'"'^   Whealon  Illinois  60187 

S^^^""^  600/689-8898 

CONSULTING  CASH  COW! 

Free  Video  •  lnvestmenfRequrredS14  5li 


LONG  DISTANCE  6  l/4t 

Monthly  T-1  fee  of  only  $210.  Cost- 
effective  if  your  current  LD  &  800 
billing  is  over  $500  per  month.  No* 
available  in  some  states.  Great 
international  rates  too!  Free  cost 
analysis.  Call: 

TBRC  800-739-0079 


Franchising 


Franchise 

your  businessi 

Call  for  inforniatlon  about 
"Franchise  Your  Business"  seminars 
scheduled  throughout  the  country. 

mncofp* 

Specifl'isfs  in  Fianchise  Development 

1-800-877-1103  Bw 


Home  Furnishings 


Wash  &  Dry  Bidet 

Fit,s  Ordinary  Toilets/Easy  Tu  Install 
•  Front  &  Rear  Wash  Nozzles 
-  Adjustable  Water  Temp 
-  Warm  Air  Dryer 
-  Auto  Deodorizer 
^  -  Heated  Seat 

FREE  Brochure:  1-800/300-8314 


Domestic  and  800  Rat,<j 
080  to  130  per  mini| 
Flat  Inf  1  Rates 
(24  hrs  7  days/week)  J 
We  will  beat  your  ci 
carrier  prices 

Call  800-922-43t 

Lowest  rates  for  Int'l  I 


Save  Up  To  57%  i 
Teleconferencing 

No  set-up  fees.  No  minimu 

No  cancellation  fees,?  ^ 
Superior  quality.  Superior  ilex 

Free  information:  Car!  <e. 
TeL  203/237-2841 
Fax  203/237-2940 


I 


LONG  DISTANCE  COAST  TO 
NO  FEE  ^  FIBER  OPTIC  •  D: 
RELIABLE  •  CLEAR  • 
NONE  BETTER  AT  ANY 

1 800-564-4348 


Education/lnstructi 


MBA  BY  Distance  LEAti 

Major  British  university  otters  accred, 
Baclielor's  or  GIvlAT  needed  Chosei '  I 
Intelligence  Unit  as  one  ot  world's  tiesi  t<: 


HERIOT-WAH  UNIVERSITY  I  (800)  Ml 
Nortti  Ameiican  Distribuloi  I  Al. 
6921  Stockton  St,  Suite  2,  El  Cerrito.  C. 
For  Immediate  FaxBack  literature:  frj 
fax  machine's  phone,  call  (510)  486 


I 


University  Degri 


Approved  Salt  Paced  Homil 
Associate  Bachelors  Masters  1 

Business  Admin,  Public  AdmirJ 
Care  Admin,  Human  Resources, 
International  Business,  Tech  Mg| 
Paralegal.  Psychology,  ComputerS 
(800)477-2254  (24  hrs)  E 
Southern  CalHomla  Unlvei 
for  Professional  Studlei 
1640  E-  17  St-BW,  Santa  Ana.  C 


Your  VALL'T  is  V\'hai  You  Kni 
BS"s  and  Masters  in  Business  a 
Engineering  Through  Distance  Le; 

Call  Now  For  FREE  Taf 
1-800/782-2422 

CNU 

(.  Al  iFOHMA  \ATIi  INAI  LiNIVEKslH 

 Stale  Approved 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  4G4  0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE.  SUITE  2010 
CHICAGO,  IL6G611 


Internet  Services 


fS  Mail  /  Internet 
^Connect  Software 

nnect  Mail  allows  MS  Mail 
N  users  to  send  or  receive 
II,  right  from  your  desk, 
je  Systems  818/752-1357 
ill:  sales@thinque.com 
http://www.thinque.com 


4LDVERTISE 

ON  THE 

Internet 

•  Home  Pages  • 

1-800/693-7770 

jrs  Internet  Services 


Capital  Available 


YOURSELF  IPO 


Iware  SYstf  m:  1.  Automatically 
n  company  public  m  30  days  under 
snew  SCOR  rules  2.  Instantly 
ivestors  and  financial  backers  for 
I  3.  QmcHy  finds  market  makers 
securities.  Call  DataMeroe 


oIeMO  860-S&O-1188 


ucatign/lnstruction 


ELOR,  MASTER,  DOCTORATE 

DliGREE  Use  your  pas!  experience  as 
iward  your  degree  No  classes,  seminars 
I  ampus  attendance  Studies  build  upon 
I  ir  experience-  Sell-paced  Send  Resume 
I  For  No  Cost  Evaluation 

Y/  (800)240-6757 

6400  Uptown  Blud  NE 
y   Suite  398-W 
Depi  46 

Altjuquerque,  New  Memo  87110  tj  S  A 


REE  VIDEO 


TERNAL  DEGREES 

lA/BS  MS/MBA  PhD/JD 
for  work  /life  exp,  •  Accredited 
BOO)  444-8569  (24  hrs.) 

(vSalle  University 

569  Mandeville,  LA  70470-4000 


lenswear/Fastiion 


istinctive  100%  silk  bow  ties 
handcrafted  in  VeiTnont 

800-488-8437 

EAU  Ties  Ltd.  of  Vermont 

Middlebury.VT  05753 


fwhy  it's  important  to  regisle^^ 
■your  business  name^^^^F^ 
jOn  '^^^^^^^^P^^^^ 


24  Hour 
Recorded  Message 


(800)641-61081 

Association  of  Internet  Users  | 


Video:  "Secrets  to 
Wealth  Via  the  Internet" 

Are  you  exploring  this  powerful  new 
technology?  Learn  why  the  Internet 
is  the  ultimate  marketing,  customer 
service,  and  re-engineering  tool.  To 
order/info  1-800/572-3322.  $29.95  + 
Shipping.  Visa/MC 


Reserve  your 
company's  name 
on  the  Internet 
before  someone 
else  does.  $50. 


Internet  Business  Solutions" 
(415)329-9393 


Multimedia  Services 


CORPORATE  MOLTIMEDIA  KIOSKS 


Catalog:  Coiporale  Image/Piomolion  Seivice 
Trade  Shows  Inlormalion  CEnlers  Piodticts 
Lobby  Oisplays  Coupon  Disbursement 

Call  for  Infoimation  608  2770044  \^ 
....... 


Computer  Software 


Is  THE  Sun  up  in  Tokyo? 

Know  when  to  call  WinZones 
software  shows  local  time  clocks  with 
alarms  for  cities  worldwide.  For 
Windows  3.1  or  95.  Only  $35. 

Call  Extend,  Inc. 
1-800/943-8883 


Computer  Equipment 


HEWLETT-PACKARD 

Buy-Sell-Trade 

LaserJet  ColorPro 
DeskJet  Draft  Pro 

RuggedWrlter  Draft/Master 
Eleclroslalic  Plotters  DesignJet 
HP  9000  Workstations  and  Vectras  also  available 

Ted  Dasher  &  Associates 

4117  Second  Ave  ,  S  Birmingham.  AL  35222 

Phone:  205/591-4747  Fan:  205/591-1108 
800/638-4833  •  E-mall  salesedasher.com 


International  Marketing 


INTER  PROMA  Ltd.  -  a  Swiss  based  know-how  company  for  OTC 
pharmaceuticals,  cosmetics  and  hygienic  products  -  is  looking  for  a 
reliable  business  partner  in  America. 

The  President  of  our  company,  Mr.  Pfluger,  will  be  holding 
presentations  of  the  products  in  autumn  1995  in  the  U.S.  Please  drop 
us  a  line  if  you  are  interested  in  meeting  him.  Thank  you! 


Fax  No:  01141/75  233  16  67 


Phone  No:  01141/75  232  71  72 


Corporate  Gifts 


Send  us  your  color  logo*  along 
with  $12.50  and  we'll  rush  you 
H  personalized  working  quartz 
walch  sample  as  our  convincer! 

A  timely  idea  for  

incentive   Premium  Dealer/Loader 
Business  Gift  Convenlion  or  Meeting 
(Limii   2  samples  per  company  ur  $12  5U  each) 
FREE  CATALOG-F/VX  (HI8(  288-6200  OR  WRJTE 

IDEAL  WATCHES,  C  O. 

8()3>  SIJNSET  BLVIJ  #63  LOS  ANGELES  CA  WUAb 


1.800-577-778 


2 


CUSTOI\/l  IMPRINT 
r-.oi  F  RAi  I  r.  nrvoT  root 
BALL  MARKERS  TEES  TOWELS 
TOURNAMCfslT  PACKAGES  NAME 
I  ARFI  S  AND  MOflF 


Um  mi  GOl'  CO  fax  #407-845-0208 


Health/Nutrition 


Customized  Vitamins 


VVf  measLire  y(jur  ani iu\ idants, 
vilamins,  minerals,  and  energy-giving 
amino  acids-over  150  tests-to  analyze 
your  disease  risk.  Based  on  your 
results,  we  design  an  optimal 
supplement  program  to  maximize  your 

health  and  energy  levels.  Formerly 
available  only  to  professional  athletes. 

Get  the  only  complete  nutritional 
supplement  program  that  is  designed 
for  your  unique  biochemical  needs. 

CALL  TODAY  FOR  MORE  INFORMATION 

1?^  1-800-466-EMCS 


ErgogtniL  N  MekibtliL  Li in^ullini;  SeiA'K*-"- 
5000  Peachtree  Ind  Blvd..  Norcross,  GA  j()i)7l 


Holiday  Gifts 


Culinary  Tools 


Savings  from 
PROFESSIONAL  CUTLERY  DIRECT 


The  Wusthof-Trident 
6"  Cook's  Knife 
$70.00    fust  $39.95 

ClasMi_  handle  (show 
Of  GundPri*  handle 


FREE  catalogue 
of  great  savings 
on  fine  knives  and 
'al  cookware. 


Professional  Cutlery  Direct 
(800)  859-6994 

Depi  BW5B,  I  70  Bmron  Posl  Rd  Suite  )  33,  M^d.ion,  CT  06443 


Business  Opportunities 


Twenty  Businesses  You 
Can  Run  From  Your  Home 
With  A  Computer! 


FREE  Cassette  Tapes:  These  free,  two 
cassettes  will  e.xplain  n<.)w  you  can  start 
several  or  all  ot  these  twenty  proven 


INCLLIDIA) 

CBSJ  486  Com(mtcr 

businesses  part-time  and  still  retain  the  security  of  your  present 
position.  If  you  purchase  our  software  and  business  program,  you  will 
receive  the  computer  and  printer  at  no  extra  cost.  If  you  already  own 
a  computer,  you  may  receive  a  discount.  Earn  potentially  up  to  $4,000 
or  more  each  month.  Free  home  office  training.  Financing  available. 
To  receive  free  cassettes  and  color  literature,  call  toll-free: 

1'800'343-8014,  ext.  769 

Computer  Business  Services,  Inc. 


RECTORY 


The  following  list 

3M  Innovation  Network 

http;//www.mmm.com 

Advanced  Micro  Devices 

http://w\vw.amd.com 

American  Power 
Conversion 

http://vvw\v.apcc.com 

The  American  Stock 
Exchange 

http://www.amex.com 
Ameritech 

http://www.iimeritech.com 
AT&T 

http://www.att.com 

Bell  Atlantic 

h  1 1  p :  /  /  www.  bell-atl.com 


contains  the  Internet  addresses  for  advertisers  appearing 


Compaq  Computer 
Corporation 

h  1 1  p :  /  /www.  CO  m  paq.com 

Computer  Associates 

http://www.cai.com 

Cray  Research 

http://www.cray.com/ 

Digital  PC 

http://www.pc. digital. com 
FedEx 

http://www.fedex.com 

GE  Information  Services 

h  1 1  p ;  /  /  WW  w.  ge .  c  o  m  /ge  i  ,s 

Haworth 

hrtp://www.haworth- 
turii.com 

Hewlett-Packard 

http://www.hp.com 


IBM 

http://www.ibm.com 
Intel 

http;//www.intel.com/ 

Janus  Funds 

http://nerworth.galt. 
com/janus 

Kodak 

http://www.kodak.com/ 

Eli  Lilly  &  Company 

http://www.hllv.coni 

Lotus 

littp://www.lotui.com 
MCI 

http://www.mci.com 
Microsoft 

http://www.microsoh.com/ 


Network  Systems 
Corporation 

http://www.nerwork.coni 

Novell 

http://www.novell.com 
Okidata 

http://www,okidata.com 
PeopleSoft 

http://www.peoplesott.com 

Platinum  Technology 

http://www.platinuin.coni 

The  Principal  Financial 
Group 

http://www.principal.com 
PSINet 

http://www.psi.net/ 
Raytheon 

http://www.  raytheon.com 


in  Business  We 

Charles  Schwab 

http://www.schwab.com 

Silicon  Graphics 

http://www.sgi.com 

Sun  Microsystems 

http://wAvw.sun.com 

Tektronix 

http://www.tek.com/ 
ColorPrinters/ 

Texas  Instruments 

http://www.ti.com 

Unisys 

hrtp://www.unisys.com 
UPS 

http://www.ups.com 

Zenith  Data  Systems 

http://www.zds.com 


1 


Network,  h 1. 1. p: /,'www.i;i.ni .c om 


ff 
I 


His  qame  is  Netvyork.  Tell  him  what  you  need  and  he'll  get  it  for  you.  ^^Stlt 


isiness  Week  Index 


UCTION  AND  LEADING  INDEXES 


PRODUCTION  INDICATORS 


i^v  Inirn  last  week:  0,2" 
ige  trom  last  year:  4.8% 


ige  from  last  week:  -0.1% 
C.li.inge  from  last  year:  7.3% 


■  ?70 


PRODUCTION  INDEX 

Oct.  14=123.8 
  1992=100 


LEADING  INDEX 

Oct,  14=262.6 
—  1967=:100    240 


■  .'.)0 


t.  Feb  June  Oct, 

14  1995  1995  1995 

ces  are  4-week  moving  averages 

aduction  index  fell  slightly  during  tlie  week  ended  Oct,  14,  Declines  in 
ally  adjusted  output  of  electric  power  and  steel  led  tfie  weakness, 
calculation  of  the  four-week  moving  average,  the  index  edged  up  to 
from  123.6, 

iding  index  also  fell  a  bit  m  the  latest  week.  The  unaveraged  index  was 
hanged  at  262.8,  from  262.5  in  the  previous  week.  Only  one  indicator, 
)ond  yields,  gave  a  positive  sign  for  future  economic  growth. 

cticri  index  copyright  1995  by  The  McGraw-Hill  Companies     BW  leading  inde*  copyright  1995  by  CI8CR 


LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHU 

STEEL  (10/21)  thous,  of  net  tons 

1,834 

1,852# 

-5,5 

AUTOS  (10/21)  units 

138,553 

130,893r# 

-1.6 

TRUCKS  (10/21)  units 

126,427 

1 19,237r# 

3.0 

ELECTRIC  POWER  (10/21)  millions  of  kilowatt-tirs.  57,046 

57,917# 

1.7 

CRUDE-OIL  REFINING  (IO/2I)  thous  of  bbl  /day 

13,786 

13,602# 

0,7 

COAL  (10/14)  thous.  of  net  tons 

20,675# 

19,976 

0,8 

PAPERBOARD  (10/14)  thous.  of  tons 

883, 6# 

868, 9r 

1.7 

PAPER  (10/14)  thous.  of  tons 

820. 0# 

828.0 

-0.4 

LUMBER  (10/14)  millions  of  ft. 

464. 7# 

451.7 

-3.2 

RAIL  FREIGHT  (10/14)  bilhons  of  ton-miles 

25. 8# 

24.9 

3,6 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports.  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  American  Forest  &  Paper 
Association,  WWPA',  SFPA-^,  Association  of  American  Railroads 


bING  INDICATORS 

1  PRICES 

LATEST 

WEEK 

YEARLY 

UTEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CKG 

WEEK 

AGO 

%CHG 

>'t  PRICES  (10/20)  s&p  500 

587,07 

580.59 

25,5 

GOLD  (10/25)  $/troy  oz. 

382.400 

383.650 

-1.9 

IRATE  BOND  YIELD,  Aaa  (10/20) 

7,08% 

7  14% 

-17.1 

STEEL  SCRAP  (10/24)  #1  heavy,  $/ton 

140.50 

140.50 

5,2 

TRIAL  MATERIALS  PRICES  (10/20) 

110.5 

111,1 

NA- 

COPPER (10/21)  e/ib. 

129.4 

131,1 

6,0 

ESS  FAILURES  10/13) 

NA 

NA 

NA 

ALUMINUM  (10/21)  c/ib. 

77.0 

78,5 

-9.4 

ESTATE  LOANS  (lO/ii)  biihons 


$501.7     $498. 8r      11.8  COTTON  (10/21)  strict  low  middling  1-1/16  in.,  g/lb.  83.18      85.10  23.6 


f  SUPPLY,  M2(10/9)  billions 


$3,716,7  $3, 722. Or 


4.0 


OIL  (10/24)  $/bbl. 


17.58  17.64 


0.5 


L  CLAIMS.  UNEMPLOYMENT  (io/7)  thous 


356 


343r 


8.2 


t  ;S:  Center  for  International  Business  Cycle  Research  (CIBCR),  Standard  & 

Moody's,  Journal  of  Commerce  (index;  1990=100),  Dun  &  Bradstreet  (failures 
it  I  companies).  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adiusls  data  on 
i  s  failures  and  real  estate  loans,  'Historical  data  available  from  CIBCR 


Sources:  London  Wednesday  final  setting,  Chicago  market,  Metals  Week,  Memphis 
market.  NYMEX 


FOREIGN  EXCHANGE 


REST  RATES 


LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

lAL  FUNDS  (10/24) 

5,70% 

5.66% 

4.72% 

ERCIAL  PAPER  (10/24)  3-month 

5,82 

5.81 

5.55 

FICATES  OF  DEPOSIT  (10/25)  3  month 

5,80 

5.77 

5,56 

MORTGAGE  (IO/2O)  30-year 

7,69 

7.72 

9.01 

STABLE  MORTGAGE  (IO/2O)  one  year 

5.85 

5.79 

5.87 

i  (10/25) 

8.75 

8.75 

7.75 

Federal  Reserve.  HSH  Associates,  Reuters  Holdings  PLC 


LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

JAPANESE  YEN  (10/25) 

101.24 

100.66 

97.02 

GERMAN  MARK  (10/25) 

1.39 

1.42 

1.50 

BRITISH  POUND  10/25) 

1.58 

1.57 

1,64 

FRENCH  FRANC  ( 10/25) 

4.90 

4.99 

5.13 

ITALIAN  LIRA  10/25) 

1615.5 

1603.1 

1533.3 

CANADIAN  DOLLAR  (10/25) 

1.37 

1,34 

1.35 

MEXICAN  PESO  (10/25) 

6,750 

6,745 

3.429 

Sources:  Ma|or  New  York  banks  Currencies  expressed 
except  for  British  pound  in  dollars 


units  per  U  5  dollar, 


jata  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
ent    l=Western  Wood  Products  Assn,       2=Southern  Forest  Products  Assn  3=Free  market  value       NA=Not  available       r^revised       NM=Not  meaningful 


HE  WEEK  AHEAD 


INAL  INCOME 

y,  Oct.  30,  8:30  a.m.  ►  Personal 
!  likely  rose  0.5%  in  September, 
;onsumer  spending  was  up  0.3%. 
are  the  median  forecasts  of  econo- 
iurveyed  by  mms  International,  one  of 
:Graw-Hill  Cos.  Incomes  were  flat  in 
.  while  spending  surged  1%. 

)YMENT  COST  INDEX 

5y,  Oct.  31,  8:30  a.m.  ►  Labor  costs 
lian  workers  likely  rose  0.7%  in  the 
uarter,  the  same  as  in  the  second. 

<OME  SALES 

3y,  Oct.  31,  10  a.m.  ►  The  mms  sur- 
Dbably  forecast  that  new  single-family 


home  sales  stood  at  an  annual  rate  of 
713,000  in  September.  That's  little 
changed  from  August's  710,000  pace. 

CONSUMER  CONFIDENCE 

Tuesday,  Oct.  31,  10  a.m.  >  The  Confer- 
ence Board's  index  of  consumer  confidence 
probably  increased  to  98.7  in  October,  from 
97.4  in  September. 

LEADING  INDICATORS 

Wednesday,  Nov.  1,  8:30  a.m.  ►  The  index 
of  leading  indicators  was  probably  flat  in 
September,  after  rising  0,2%  in  August. 
The  report  will  be  prepared  by  the  Confer- 
ence Board,  which  will  take  control  of  the 
index  from  the  Commerce  Dept.  at  yearend. 


NAPM  SURVEY 

Wednesday,  Nov.  1,  10  a.m.  ►  The  Nation- 
al Association  of  Purchasing  Management's 
business  index  likely  stood  at  49.5%  in 
October,  up  from  48.3%  in  September. 

CONSTRUCTION  SPENDING 

Wednesday.  Nov.  1,  10  a.m.  >  Construc- 
tion spending  probably  jumped  0.6%  in 
September,  after  falling  0.2%  in  August. 

EMPLOYMENT 

Friday,  Nov.  3,  8:30  a.m.  ►  The  mms  sur- 
vey projects  that  nonfarm  jobs  rose  by 
125,000  in  October,  on  par  with  the 
121,000  gain  in  September.  October's 
unemployment  rate  remained  at  5.6%. 
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inis 

Week, 

Online 

Business  Week  presents 
frequent  live  conferences 
on  America  Online. 
It's  your  opportunity  to  ask 
questions  about  features 
from  the  magazine. 


<---■' 
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Sunday 
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Editorials 


HYPOCRISY  WAS  LEFT  UNTOUCHED 


All  right,  we  admit  to  being  confused.  We,  along  with 
just  about  everyone  else  in  this  country,  would  like  to  cut 
government  spending  and  taxes.  But  the  rhetoric  from  Wash- 
ington is  befuddling  us.  Listening  to  the  debate  in  Congi'ess, 
it  appears  that  there  are  "good"  tax  cuts  and  "bad"  tax  cuts, 
"good"  spending  cuts  and  "bad"  spending  cuts. 

Let's  see,  government  spending  on  welfai*e  moms  is  bad  be- 
cause it  increases  their  dependency,  but  putting  taxpayer 
dollars  into  farmers'  pockets  is  good  because  it  preserves  a 
gi-eat  way  of  life.  The  Earned  Income  Tax  Credit  (eitc),  a  tax 
break  for  the  working  poor,  is  bad  because  it  is  "welfare"  and 
that's  nasty,  but  tax  breaks  on  inlieiitance  for  small  businesses 
is  good  because  it  helps  the  children  of  entrepreneurs  get 
what  they  didn't  create.  Hmmm. 

Medicare  spending  is  bad  because  the  nation  can't  afford  so 
much  of  it.  The  solution  is  to  trim  funding  and  move  elders 
into  private,  competitive,  and  less  costly  health-maintenance 
organizations.  But  subsichzing  ranchers,  miners,  and  timber 
cutters  using  federal  land  with  more  government  money  is 
good  because  competition  would  destroy  jobs  and  ruin  a 


great  way  of  lifie  out  west.  0.  K.,  we're  beginning  to  gfj 
gist  of  this  thing. 

Congi'ess  wants  to  end  social  welfare  because  it  is  m| 
bad  and  financially  iiresponsible,  but  maintaining  corp 
welfare  for  oil  drillers,  ethanol  producers,  cotton  gi-oiei 
mral  utility  electricity  suppliers,  sMphuilders,  and  commrc: 
broadcasters  is  just  fine. 

The  truth  is,  this  is  the  most  special  interest-driven 
gress  in  many  a  decade.  The  Democrats  made  nv  I 
about  transferring  lots  of  taxpayer  dollars  to  their  ow  i 
stituencies.  But  the  new  Republican  freshman  class  vnw 
end  that  kind  of  thing.  Instead,  it  just  came  up  witli  ; 
list  of  political  winners  and  losers.  The  working  pool', 
tionally  part  of  the  Democratic  coalition,  are  on  the  v 
side  of  the  list.  Even  Ronald  Reagan  called  the  eitc  "tlu 
antipoverty,  the  best  pro-family,  the  best  job-creation  wr 
to  come  out  of  Congi-ess."  Not  this  Congi'ess.  It  is  oik  ' 
to  nm  on  a  platform  of  curbing  all  government  entitlenu  i 
everyone  and  another  simply  to  cut  them  only  for  ym. 
htical  enemies. 


A  BUDGET  FINALE  MINUS  THE  HYSTERICS 


Enough  with  the  budget  debate!  The  Republican  Con- 
gi'ess is  about  to  send  the  Democratic  President  a  rec- 
onciliation bill  that  he  is  sure  to  veto.  Great  outrage  will  be 
expressed  at  the  calumny  and  treachery  of  each  side.  The 
specter  of  a  terrible  default  on  the  national  debt  will  be 
raised.  Please.  Spare  us  the  posturing. 

The  tiTith  is,  the  budget  "crisis"  is  over.  Chnton  has  lui'ched 
sti'ongly  over  to  the  Republican  side,  accepting  among  other 
things  a  budget  that  balances  in  seven  years,  not  nine,  and  a 
fat  middle-class  tax  cut.  Both  sides  are  so  close  they  could  do 
a  deal  tomorrow  over  a  nice  working  lunch,  instead  of  a  the- 
atrical Thanksgiving  "summit."  The  Stunn  und  Drang  is  sim- 
ply the  parties'  postiu'ing  for  the  1996  Presidential  campaign. 

Here's  how  to  do  a  budget  compromise  without  the  hys- 
terics. Medicare:  RepubUcans  want  to  cut  $270  billion  over 
seven  years.  CHnton  wants  to  cut  only  $140  billion.  Both  al- 
ready agi'ee  on  the  key  elements:  to  reduce  what  the  gov- 
ernment pays  to  doctors  and  hospitals,  motivate  seniors  to 
shift  to  private  HMf)s,  and  increase  copayments  for  individuals. 
The  ('ongi'essional  Budget  Office  beheves  that  these  three 
progi'ajus  will  save  $185  billion — a  perfect  compromise  figure. 

Taxe  Hoth  sides  agi'ee  on  a  $500  per  cliild  tax  credit,  even 
though  L  .  luting  consumption  rather  than  investment  isn't 
very  good  vax  policy.  Senate  Republicans  have  already 
dropped  the  c  i'dbility  level  from  $200,000  to  $110,000.  Clinton 
wants  the  elitnuility  set  ai.  $75,000.  Split  the  difference.  The 
Democrats  want  to  retain  the  Earned  Income  Tax  Credit,  and 
the  Senate  R<>j)ublicans  want  to  exclude  half  of  all  capital 


gains  from  tax.  Both  are  good  policies.  With  just  a 
wiggling,  both  sides  can  be  accommodated. 

Spending:  Here,  basic  differences  remain.  Clinton  wai 
preserve  government  progi'ams  to  develop  new  technol( 
encourage  government  service  through  AmeriCorps,  ai 
crease  job  skills  by  spending  on  training  and  education 
publicans  don't,  on  philosophical  grounds.  But  the  prog 
cost  relatively  little — $10  billion  over  seven  years,  u 
$12  trillion  of  budgets.  Giving  in  on  this  would  be  a 
price  for  the  Republicans  to  pay  for  Chnton's  budget 
from  nine  years  to  seven. 

A  legitimate  way  to  gi'ease  the  slide  toward  comprom 
to  bring  the  inflation  and  economic  assumptions  behin( 
budgets  into  reahty.  The  Wliite  House  has  a  slightly  h 
gi'owth  rate  built  into  its  budget,  generating  a  lot  more 
enue  for  the  goveiTiment.  Given  all  the  productivity  gi'ow 
the  past  few  years,  sliifting  the  assumption  a  bit  higher  h 
nomically  reasonable.  It  would  be  equally  legitimate  to 
the  consumer  price  index  and  cut  it  by  about  Wo  to  reflec 
ti-ue  underlying  inflation  rate  in  the  U.  S.  That  would 
boost  revenues  and  cut  spending,  paving  the  way  foi'  a 

All  this  could  be  done  quickly  and  efficiently.  That  wou 
low  politicians  to  address  the  next  budget  issue:  The  bt 
deal  is  being  sti-uctui'ed  so  that  the  tough  cuts  in  spendinj 
backloaded  to  later  in  the  decade.  This  will  make  the 
ment  vulnerable  to  political  pressures  in  1997  and  IS 
should  there  be  a  recession.  At  that  time,  will  the  nal 
politicians  stand  firm? 
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'he  Rough  Road  Back 

V-i^        PAGE  104 


WE'RE  MAKING 
MULTIMEDIA  COMMUNICATIONS 
WORK  HAND-IN-HAND. 


Before  you  can 
make  media  "multi,"  you  have 
to  make  the  right  connections.  qD  Our 
ATM  switches,  SONET  fiber  optic  transmission 
systems  and  multimedia  platform  PBX's  were  making 
inroads  in  the  U.S.  long  before  the  information  highway 
was  on  the  map.  They've  helped  pave  the  way  for  seamless, 
flexible  and  efficient  voice,  video  and  data  networks.  And  made 
services  like  teleconferencing,  video-based  learning  and  medical 
imaging  accessible  to  universities,  medical  facilities,  businesses 
and  government  agencies.   qD   You'll  find  our  ATM  switches  in 
three  regional  Bells.  And  more  Fujitsu  SONET  optical  transmis- 
sion systems  overall  than  any  other  supplier  In  fact,  we're  mak- 
ing advanced  communications  technologies  available  and 
affordable  throughout  North  America,  Asia  and  Europe. 
qD    We're  a  $36  billion  company  with  a  worldwide 
multimedia  investment.  So  if  you  think  your  con- 
ictions  aren't  working  hard  enough  for 
you,  maybe  you  should  consider 
switching  to  us. 


FU I ITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


Lhitil  recently,  fuiiiiiVucntiil  oeonietr\ 


torccd  suspension  enoineers  to  ehoosi 


hetween  w  riih-  tlhil  wds  soft  an  J  stable 


(secfioureA ),  or  one  that  was  quick  an  J 


niinhle(sec  fiourcB). 


(  hircnoinccrs  Jnint 


accept  this.  So  they 


elcsioneJ  internal  rehoiiiui  spriiios,  as  well 


as  an  optional  electronic  air  suspension, 


which  employs  ativanced sensors.  Tl:is 


allows  a  car  to  he  smooth  when  you  want 


It  to  he  anJ  responsive  when  you  iiccii 


It  to  he.  This  superb  sysleni  is  available 


on  the  /  S  .pcjCj  (see  your  I  e\us  licalcr). 


merlia.  uraY|i 
These  Things  Mei 


Floalino  panels  in  the  front  seats,  supportcil  by  coil  ami  tension  spnnos, 
act  as  a  suspension  system  to  help  stabilise  movement  Jurino 
11',      cornerino.  Oj  course,  sittiiio  is  bclicvino. 


Inertia  is  the  tendency  of  a  boi 


in  motion  to  stay  in  motto 


unless  acted  upon  by  an  outside jorcc,  i 
as  wind.  Gonscipieiitly,  you  d expect  ajid 
si:^cd  lu.xury  sedan,  with  its  ivrater  sinfact 
area,  to  be  sionificaiitly  slowed  down  by  tlx 
wind.  Then  how  woidd  Sir  Isaac  Newton 
explain  that  the  most  aerodynaitiic  car  sold 
in  America  is  the  IS  ^cjCj,^ 


o 


Many  body  components  are  comprised  of  hioh-lensilc  steel,  a  sirono  but  liohl  material  known  for  its  eneroy-absorbino 
properties.  II  hile  this  may  sccni  like  a  contradiction  in  terms,  its  a  i^reat  coniforl  should  you  find  yourself  in  an  accident. 


■  I'fr.i.  .,,.  \  III, I'l  l„,„t., 


ilhingto  Our  En^neers. 


While  ic  stands  ro  reason  rhar  all  automobiles  are  subject  to  the  ph\  sical  laws  oi  nature,  the  LS400 
pears  to  ha\e  been  smaularly  exempted.  Pei'haps  this  is  due  to  the  tireless  efforts  of  Lexus  ein^ineers  who, 


I  another  anomah'  of  nature,  seem  to  ha\  e  been  blessed  with  a  limit - 
ss  supph'  of  enera\'  and  ideas.  Its  cuoinccniio  ocrori'liiio  ic  the  laws  cfl.cxiis. 
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Cover  Story 


104    MEXICO:  A  ROUGH  ROAD  BACK 

Big  stiides  are  being  made,  but 
President  Zedillo's  economic  reforms 
could  yet  be  derailed  by  political 
pressure  I'esulting  from  hard  times 

110    SURVIVAL  LESSONS 

How  thi'ee  companies  adapted  when  the 
economic  crisis  radically  altered  the 
business  landscape 

110    IN  RUNNING  CONDITION 

Ford  Mexico  survives  the  plunging  peso 

114    INVESTOR  TO  THE  RESCUE 

The  slate  111' upheaval  at  Probursa 

116    NOW  ITS  EXPORT  OR  DIE 

Lingene  maker  Ilusion  makes  up  for 
lost  sales  at  home  by  heading  north 

118    ITS  BETTER  IN  LA  PROVINCIA 

Companies  are  ax'oiding  the  capital — and 
that  may  signal  a  major  economic  shift 

News:  Analysis  &  Commentary 

42    MA  BELL  RIDES  AGAIN 

AT&T  is  far  behind  its  rivals  in 
providing  local  service,  and  catching  up 
will  be  expensive 


44  IF  UNCLE  SAM  DEFAULTS 

The  dire  consequences  would  give  pause 
to  the  Gingrich  gang 

45  MEDICARE  HUNTERS  MAY  GET  MAULED 

Has  the  cor  grabbed  a  gray  tiger  by 
the  tail? 

46  CRASHING  THE  AFL<IO  GLASS  CEILING 

Linda  C'ha\  ez-Thomijson's  leadership 
role  reflects  the  union's  new  diversity 

47  NOBODY'S  LAUGHING  AT  LeBOW  NOW 
The  financiei'  may  intend  to  force  a 
spin-off  at      — or  to  sell  it  Liggett 

48  NEW  SIZZLE  AT  SUN 

Zippy  products  are  quieting  critics 
50    DEC'S  MAN  FROM  BIG  BLUE 

Bruce  Claflin's  task:  Lifting  PC  sales 
52    BLOOMIE'S  LOSES  THE  ATTITUDE 

Stoi-es  ai'e  getting  a  homiei'  feel 
54    ITS  2000.  WHERE  DID  YOUR  DATA  GO? 

Cominitei-  consultants  are  standing  by 

54  A  GOLD  MEDAL  FOR  GRIT 
Coke's  Olymjjic  park  hits  a  snag 

55  IN  BUSINESS  THIS  WEEK 

Dow  Chemical  damages,  Kmail,  Fox 
and  TCI,  Apple,  chip  sales.  Sir  Roger 
Bannister,  Cordis  rejects  a  J&J  bid 


International  Basinet 


58  CANADA 

Tlie  (Quebec  vote  bodes  ill 
60    SOUTH  KOREA 

Tlie  slush  fimd  scandal:  Who's 
62  JAPAN 

Making  "Made  in  America"  welco 
66  SWEDEN 

Ptacy  cars?  This  can't  be  Volvo 
70    INTERNATIONAL  OUTLOOK 

Chirac  rolls  up  his  sleeves 

Economic  Analysis 

34    ECONOMIC  VIEWPOINT 

Becker:  Let  Euro-currencies  comf 

38  ECONOMIC  TRENDS 

A  gift  to  retailers,  insurance  alert 
highfliers,  a  longer  wait  for  jobs 

39  BUSINESS  OUTLOOK 

A  new  bout  of  gi'owth — without  in 

Government 

57    WASHINGTON  OUTLOOK 

Even  CUinton  is  distancing  himself 
the  Democrats 


4  BUSINESS  WEEK  /  NOVEMBER  13,  1995 


COVER  STORY 


UGH  ROAD  BACK 

o's  economy  is 
ng  again,  and 
ts  are  booming.  But 
I  million  jobs  lost, 
ice  is  wearing  thin 


'NEEDS  A  PC? 

CD-i  into  your  TV,  add  software, 

)resto-instant  Internet  page  102 


THE  USUAL  SUSPECTS 
At  troubled  companies,  the 
same  faces  keep  popping  up 
in  the  boardroom 

page  78 


HELLO, 
MA  BELL 

VT&Tis 
plunging 
back  into 
local 
service 

page  42 


QUEBEC  A^OA^ 
Ottawa  dodges  a 
bullet,  and  more 

are  coming  page  58 


GOING  NOSHINAL 

The  bagel  isn't  just  for 
city  folk  anymore  page  82 


LE  LESS  OOMPH 

Quarterly  profits  look 
small,  but  only  compared 
with  a  year  ago  pagei:jo 


USINESSCRATS'  TAKE  ON  THE  GOP 

new  breed  of  Dems  will  run  in  '96 

he  Corporation 

PC'S  NEW  PAINT  JOB 

ousing  a  successful  but  staid  giant 
■RECTORS:  STRETCHED  TOO  THIN? 

olding  board  members  accountable 

larketing 

IMME  A  BAGEL— WITH  LEGS 

'he  deli  staple  heads  for  the  heartland 
UT  ARE  THEY  REALLY  BAGELS? 

tn  old-school  bagelmaker  begs  to  differ 

icience  &  Technology 

OCKWELL  GOES  WIRELESS 

!an  it  translate  its  success  in  modems 
3  the  phone  business  of  the  future? 
lEVELOPMENTS  TO  WATCH 

RAM  chips,  Net  astronomy,  new  dings 
'om  a  virtual  lab,  less  funky  landfills 

nformation  Processing 

ECHNOLOGY  &  YOU 

Jew  CD-ROMS  for  preschoolers 


98 


102 


119 


120 


BULLET-PROOFING  THE  NET 

Security  is  still  cramping  commei-ce,  but 
there's  hope 

SURFING  WITHOUT  A  MOTHERBOARD 

Internet  machines  for  less  than  $500 

Industries 

BURYING  THE  HATCHET 

An  Amman  meeting  heralds  the  birth  of 
Arab-Israeli  economic  partnerships 

Finance 


IS  SAM  MINDING  THE  STORE? 

While  Zell  was  out  scouting  bargains, 
some  parts  of  his  empire  languished 

122  PUSHING  THE  POLICY  ENVELOPE 

An  insurance  consultant  is  under  fire 

123  BANKING  COMES  TO  THE  TOWNSHIPS 
South  Afinca's  banks  are  making  strides 

126  COMMENTARY 

Why  bonds  should  get  more  respect 
128    INSIDE  WALL  STREET 

Spai-ks  fly  at  Rexel 

Big  spenders  are  eyeing  Jackpot 

Gaming  Lottery:  Just  the  ticket? 
169    INVESTMENT  FIGURES  OF  THE  WEEK 


Corporate  Scoreboard 


130 


PROFITS:  REALITY  PAYS  A  CALL 

At  11%,  earnings  are  still  robust,  but 
far  short  of  last  year's  numbers 
132    KEEPING  THE  ECONOMY  COOKING 

A  capital-gains  tax  cut  could  well  give 
a  boost  to  yearend  consumer  spending 

Personal  Business 

160    INVESTING:  Beware  new  mutual  funds 
SMART  MONEY:  Mega-IRA  tax  strategies 
PC  GAMES:  Realistic  interaction 

Features 

6    UP  FRONT 
14    READERS  REPORT 
14    CORRECTIONS  &  CLARIFICATIONS 
19  BOOKS 

Castaiieda:  The  Mexican  Shock:  //.s 
Meaning  for  the  United  States 
Handy:  Gods  of  Mavagem.ent 

167  BUSINESS  WEEK  INDEX 

168  INDEX  TO  COMPANIES 
170  EDITORIALS 

Let's  end  our  inflation  obsession 
Now  is  not  the  time  to  pass  Japan  by 


BUSINESS  WEEK  /  NOVEMBER  13,  1995  5 


Up  Front 
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l-WAY  PATROL 

SOFTWARE  MAKER. 
ANYONE?  NO? 

WORDPERFECT:  WHO  WILL  BUY 

it?  Potential  buyers  are 
treating  the  once  popular 
word  processing  software 
maker  like  the  leisure  suit  of 
the  high-tech 
world.  Novell, 
which  picked 
up  WordPerfect 
for  $855  million 
in  stock  just  16 
months  ago,  an- 
nounced Oct.  30 
that  it  wanted 
to  shed  most  of  the  new  ac- 
quisition so  it  could  focus  on 
networking  software. 

Novell  executives  say  they 
have  two  potential  suitors, 
which  perplexes  analysts. 
Most  inmored  candidates  say 
they  have  zip  interest.  Insid- 
ers at  Oracle,  for  examj^le,  say 
they're  targeting  the  Inter- 
net— not  stand-alone  PC  appli- 
cations a  la  WordPerfect. 


Comi)uter  Associates  insiders 
also  pooh-pooh  a  deal,  prefei- 
ring  to  concenti'ate  on  high- 
end  databases.  And  ibm?  Offi- 
cials say  they  have  no 
interest.  Analysts  doubt  there 
will  be  a  maniage,  given  Big 
Blue's  acquiring  Lotus,  which 
includes  a  software  package 
rivaling  WordPerfect's. 

At  least  WordPerfect  seems 
to  be  cheap,  which  could  help 
ease  a  sale.  Analysts'  esti- 
mate: about  the  same  as  reve- 
nues, or  about  $300  million. 
Company  sales  chief  Joe  Ma- 
rengi  does  not  dismiss  nmiors 
of  an  investment  gi'oup,  per- 
haps of  venture  capitalists, 
taking  over  and  shaving  jobs. 
He  rules  out — for  now — an 
employee  buyout. 

Plagued  by  late  products, 
the  unprofitable  WordPerfect 
is  in  neck-and-neck  competi- 
tion for  word  processing  with 
Microsoft  Word.  Yet  in  the 
increasingly  hot  suite  market 
(bundled  office  software),  Mi- 
crosoft has  a  big  lead  over 
WordPerfect.  Kathij  Rebello 


THE  LIST  REACHING  FOR  THE  STARS 


For  networks,  putting  up  a  promising  new 
show  to  knock  off  a  rival's  established  hit 
has  long  been  an  iffy  business.  This  sea- 
son, ABC  is  running  its  critically  acclainned 
new  series,  Murder  One,  in  the  Thursday 
slot  opposite  NBC's  reigning  ratings  champ 
ER.  So  far,  ER,  starring  Anthony  Edwards, 
is  still  No.  1;  the  crime  show,  No.  51.  But 
in  the  past,  some  feisty  newcomers  have 
dislodged  entrenched  hits:  Bill  Cosby 
squelched  Magnum,  P.  I.  m  1984-85. 

MIXED  RECORD  FOR  PRIME-TIME  UPSTARTS 

SEASON     ESTABLISHED  HIT  CHALLENGER  OUTCOME 


VITAL  SIGNS: 

ER's  Edwards 


1950- 

-51 

Your  Show  of 
Shows  mc) 

The  Frank  Sinatra 
Showim) 

Old  Blue  Eyes  flops  vs. 
No.  3  Sid  Caesar 

1963- 

-64 

Bonanza  (NBC) 

The  Judy  Garland 
Show  iCBS) 

Legendary  singer  fails 
against  No,  2-rated  Western 

1967- 

-68 

Bonanza  WC) 

The  Smothers  Bros. 
Comedy  Hour  {CBS) 

Comedians,  at  No.  18, 
drop  Cartwrights  to  6 

1972- 

-73 

The  Flip  Wilson  The  Waltons  (CBS) 
ShowmC) 

Comic  dips  from  No.  2 
to  12  with  Jotin  Boy  at  20 

1984- 

-85 

Magnum,  P.I. 
(CBS) 

The  Cosby  Show 
(NBC) 

Cos  soars  to  No.  3  as 
Magnum  slides  from  6  to  15 

DATA:  MUSEUM  OF  TELEVISION  AND  RADIO,  WfAL  TfJlVISION 


TALK  SHOW  URepubi  leans  would  walk  out  in  droves  fr  i 
that  convention. . . .  You  cannot  impose  a  Colin  Powell  agt  d 
on  a  Ronald  Reagan-Pat  Buchanan-Newt  Gingrich  party.' 

— GOP  Presidential  hopeful  Pat  Buchanan 


HEAD  START:  Ven 

could  see  red  tap 


FRIENDLY  FIRE 

THE  GOrS  BAD  NEWS 
FOR  MAIN  STREET 

EFFORTS  ON  CAPITOL  HILL  TO 
ciu'b  political  activities  of  non- 
profit gi'oups  may  mean  more 
red  tape  for  their  suppliers. 
A  GOP  bill  would  ban  lobby- 
ing by  some  nonprofits  that 
receive  federal  gi-ants.  Chief 
target:  liberal  advocacy  out- 
fits such  as  the  AiTierican  As- 
sociation of  Retu'ed  Persons. 
Yet  the  measure  also  would 
bar  nonprofits  from  spending 
gi'ant  funds  on  vendors  who 


use  more  than  15 
then-  expenses  on 
htical  advocacy." 

That  could  i 
the  local  grocer 
supplies  a  Head  E 
program  or  the 
computer  company  ped' 
machines  to  a  college 
prove  they're  eligible  t( 
business  with  a  nonprofit 
charged  these  vendors  m 
have  to  keep  track  of  t 
spending  on  loads  of  iten 
from  lawsuits  against  gov 
ment  agencies  to  appearai 
before  local  zoning  board 
But  sponsor  Represei 
live    Ernest  Istook 
(R-Okla.)  dismisses  the 
jections  as  alarmist.  The 
troversial  legislation, 
amendment  to  an  approp 
tions  bill,  is  pending  befor 
House-Senate  confere: 
committee.    Su.san  Garlc 


NEW  WORLD  ORDER 


FROM  PLUTONIUM  TO  POGO  STICKS 


FOR   DECADES,  THE  SECRET 

cities  of  the  Soviet  Union 
chm'ned  out  weapons  of  mass 
destruction.  Surrounded  by 
barbed  wire,  unnoted  on  a 
map,  these  dozen  cities  shel- 
tered the  cream  of  Soviet  sci- 
entific talent.  But  now,  the 
cold  war  cities 


are  going 
commercial.  "secreT 
Their     brain  CITY 


grade  material,  the  prod' 
ers  have  swatched  to  maki 
lower-grade  lU'anium  for  po 
er  plants  in  the  U.  S. 
elsewhere.  This  nuclear 
come  allowed  a  factory  in  2 
lenogorsk  to  spend  $200  n 
lion  on  gear  from  German; 


The  Wages  of  Peace 


SOVIET  CURRENT 
PRODUCT  PRODUCT 


trusts  held  an  NOVOURALSK 

international  tRYOKHGORNII 

exhibition  in 
Moscow  re- 


ZELEN060RSK 
ZHELEZNOGORSK 


cently,  offei-ing 
such  diverse 

i:)roducts  as  pogo  sticks,  pas- 
teurizers, and  jet-skis. 

Cities  that  once  produced 
uranium  and  plutonium  for 
nuclear  warheads  are  faring 
the  best,  because  they  have 
an  assured  cash  flow  to 
undei-wiite  new  business  ven- 
tures. Since  the  Ki'emlin  has 
slashed    buying  weapons- 


URANIUM  CATALYTIC  CONVERTERS 

WARHEADS  TELEPHONES 

URANIUM  AUDIO-  AND  VIDEOCASSETFES 

PLUTONIUiVl  TELEVISIONS 

DATA  BUSINESS  WEEK 

BASF  Group  to  manufactui! 
audio-  and  videocassettes. 

Although  these  cities,  s( 
up  by  Joseph  Stalin  in  th 
1940s  and  1950s,  still  ai-e  ui 
der  Russian  Army  guan 
they  no  longer  are  secret.  . 
number  even  have  foreig 
joint-venture  partners,  sue 
as  Nortel.      Patricia  Kran 
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DEFINED  C0NTRIBUTI0N/401iki   PLANS     ■     INSTITUTIONAL  MANAGLMENT 


WHY 


WHEN 


WHEN  CREATING  A  PORTFOLIO  ONE  MUST  EXPECT  THE  UNEXPECTED. 

So  at  Putnam,  we  offer  a  wide  selection  of  investments.  Our  list  includes  a  troad  range  of  asset 
categories:  equities  and  fixed  income,  global  and  domestic,  fundamental  and  quantitative,  aggressive 
and  conservative.  Along  witk  otker  resources,  suck  as  one  of  tke  industry's  finest  researck  staffs. 

At  Putnam,  we  always  recommend  you  seek  professional  analysis  from  a  financial  advisor. 
But  we  also  suggest  you  select  a  money  management  company  tkat  for  over  50  years  kas  always 

offered  ckoices,  come  rain  or  come  skine. 

PUTNAM 

INVESTMENTS 

® 

BOSTON- LONDON'TOKYO 

A     TIME-HONORED     TRADITION     IN     MONEY  MANAGEMENT 


Up  Front 


POTOMAC  FERVOR 


SO  MUCH  HOOEY  ON  THE  HILL 


HOUSE  GOP  ROOKIES 

are  making  plenty  of 
preposterous  pro- 
nouncements. Rep- 
resentative Fred 
Heineman  (R-N.C.) 
recently  rewrote 
economics  textbooks 
by  declaring  that 
middle-class  people 
earn  between 
$300,000  and 
$750,000  a  year  With 
a  congressional 
salary  and  cop  pensions  to- 
taling $180,000,  the  former 
Raleigh  police  chief  placed 
himself  in  the  lower-middle 
class.  After  Democrats 
ridiculed  him,  Heineman  took 
to  the  House  floor  to  insist 
his  estimates  "were  accu- 


SOUDER:  Sorry 
about  that 


rate  for  me  and  oth- 
ers like  me." 

Mark  Souder  (R- 
Ind.)  ticked  off  col- 
leagues by  saying 
that  cult  leader  David 
Koresh  violated  the 
law  only  by  having 
sex  "with  consenting 
minors. ...  Do  you 
send  tanks  and  gov- 
ernment troops  into 
the  large  sections  of 
Kentucky  and  Ten- 
nessee and  other  places  where 
such  things  occur?"  Souder, 
who  holds  Dan  Quayle's  old 
House  seat,  apologized  after 
bipartisan  howls  of  outrage. 

Then  there's  Frank  Cre- 
means  (R-Ohio),  opposing 
pi'emarital  sex  because  "mar- 


DRAWN  &  QUARTERED 


riage  is  a  very  sanctimonious 
commitment."  During  the 
1994  campaign,  he  said  aids 
was  a  possible  explanation  for 
the  Roman  Empire's  fall. 

It's  always  a  problem  ad- 
justing to  the  spotlight,  but 
gaffes  are  harder  to  find 
among  freshman  Democrats. 
One  reason:  gop  newcomers 
outnumber  Dems  by  more 
than  5-1.  Ricliard  S.  Dunimm 


ON  THE  FUND  FRONT 

YOUR  MONEY'S 
NO  GOOD  HERE 

NO  MORE  INVEST(.)RS,  PLEASE, 

until  January.  And  it's  for 
their  own  good.  A  group  of 
three  mutual  funds  won't  ac- 
cept new  accounts  in  No- 
vember and  December,  since 
investors  would  get  zapped 
by  the  tax  collector.  The  trio, 
sponsored  by  the  Mai'kman 
Multi  Fund  Ti-ust,  only  start- 
ed Feb.  1,  and  the  goodwill 


created  by  this  gesture  is 
meant  to  improve  sales  later. 

The  tax  trap  stems  from 
distributions  of  dividends  and 
capital  gains  made  at 
yearend.  Markman  expects 


THE  BIG  PICTURE 


BLIND  OVERSEAS 

Midsize  companies  increasingly  say  they  lack 
global  knowhow.  But  that  doesn't  seem  to 
hold  them  back  much.  The  proportion  of 
midsize  companies  operating  overseas 
this  year  is  56%,  up  two 

percentage  points         — —       ,  ,,„n«s^^HD\its 


from  1994. 


tRNSTS  YOUNG 


i  them  to  range  from  5%  to 
10%  of  net  asset  value. 
Say  you  buy  a  fund  for 
$10  a  share  in  December. 
The  next  day,  the  fimd  dis- 
tributes $1  of  that  to  in- 
vestors, and  the  price  goes 
down  to  $9.  You're  stuck 
with  the  same  tax  liability  as 
the  investor  who  months  ago 
bought  at  $7 — and  you  may 
be  better  off  waiting  until 
January  to  buy  at  (assuming- 
no  big  market  moves)  $9. 

Minneapolis-based  Mark- 
man's  approach  draws  fi'owns 
from  pros  in  the  rest  of  the 
mutual-fund  industry.  They 
believe  that  investing  for 
growth  supersedes  tax  con- 
cerns that  accountants  can 
worry  about. 

Markman's  threesome  in- 
vests in  other  mutual  funds, 
not  stock  du-ectly.  They're  up 
32%  (Aggressive  (Jrowth 
Fund),  21.5%  (Moderate 
Gi-owth),  and  15.5%.  (Conser- 
vative Growth)  through  Sept. 
30.  Markman  isn't  exactly 
turning  away  investment  dol- 
lars, however  All  yearend  in- 
vestments go  into  its  money- 
market  fimd,  then  on  Jan.  1 
move  to  a  reopened  fund. 
Sunita  Wadekar  Bhargava 


BALLPARK  FIGURES 

GO  EAST.  YOUNG 
MAN-AND  LOSE 

REAL  OR  NOT,  THE  HOME  FIE 

advantage  is  one  of  the  o 
est  factors  in  sports.  Now 
scientific  study  finds  so 
truth  to  the  adage,  and 
gers  jet  lag  as  a  reason. 

To  best  gauge  the  influer 
of  long  flights,  the  study, 
ported  in  the  Oct.  19  Nati 
magazine,  examines  matchu 
between  East  and  West  Coi 
baseball  teams  for  the  1991- 
seasons.  When  eastern  tear 
went  west,  their  hosts 
imiphed  in  56%  of  the  gamt 
But  the  easterners  won  63 
of  home  games  against  wes 
erners.  In  fact.  East  Coa 


JET-LAGGED?  AL  pluijoffs 

teams  scored  1.24  more  run 
at  home  against  a  western  r 
val  than  their  nomnal  showing 
Lawrence  Recht,  a  neurol 
ogist  at  the  University  o 
Massachusetts  Medical  Schoo 
at  Worcester  who  d'd  the 
study  with  two  fellow  physi- 
cians, isn't  sure  of  the  reasoi^ 
foi-  the  difference.  Yet  Recht: 
a  baseball  fan,  suspects  it 
doesn't  matter  in  World  Se- 
ries and  playoff  games,  be- 
cause player  motivation  out- 
weighs travel  fatigue.  c 


.'"JTNOTES  Increa.ses  in  health-insurance  premiums  vs.  medical  inflation:  1991,  1 1 .5%  vs.  9%;  1995,  2.1  %  vs.  4.6% 
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NOTES  IS  UORKING 


PHARI1ACEUTICALLY 
SPEAKING,  IT  r 
WORKS  WONDERS 


HILLSIDE,    NEW  JERSEY 


Right  now, 
Bristol-Myers 
Squibb  is  nearing 
a  breakthrough, 
withhelp  from 


Lotus  Notes- 


Here,  Notes^" 
powers  everything 


Irom  PR  to  R&D  J 


Now,  news 


databases  link 


isolated  labs,  wit^, 


timely  project 


Lotus   Notes   has   eliminated   hidden   productivity   costs   that   ran   into   the  millions." 

^^■^      -Ernest   Andalcio,   Director,   RSD,   Technical   Resources   and  Systems 


PY  data  and  techni- 
L.   Y       cal  alerts-  Now, 


decisions  are 


informed,  responses 


are  f ast  - 


Now,  Phone  Notes^" 
a  solution  imple- 
mented by  Lotus 
Business  Partner, 
Sason  •  Entre, 
connects  key  exec- 
utives, whenever. 


wherever. 


Lotus. 


^^b^king■  Together* 


Introducing 
Bristol-Myers 
Squibb-  New! 
Improved!  / 


r  9,000  Lotus  Business  Partners  can  deliver  Notes  solutions  to  you  today.  For  information,  a  Lotus  Notes:  Agent  of  Change  video,  or  the  IDC  report  on  ROI 
associated  with  Notes,  call  1-800-828-7086,  ext.B344  (1-800-GO- LOTUS  in  Canada).  Or  explore  our  World  Wide  Web  site,  www.lotus.com. 


Readers  Report 


BusinessWeek 


EDITOR-IN-CHIEF:  Stephen  B.  Shepard 
MANAGING  EDITOR:  Mark  Morrison 
CHIEF  ECONOMIST:  Wilhani  Wolman 
ASSISTANT  MANAGING  EDITORS: 

Sarah  Bartlett,  Robert  J  Dowling,  G  David  Wallace 

ART  DIRECTOR:  Malcolm  Frouman 

CHIEF  OF  CORRESPONDENTS:  Keith  G.  Felcyn 

SENIOR  EDITORS:  Bob  Arnold,  Frank  J.  Comes,  Deidre  A.  Depke, 

James  E   Ellis,  Geoff  Lewis,  Giro  Scotti,  Mark  N.  Vamos.  Lee 

Walczak  (Washington),  Elizatieth  Werner,  Chris  Welles,  Seymour 

Zucker 

EDITORIAL  PAGE  EDITOR:  Bruce  Nussbaum 

SENIOR  WRITERS:  John  A  Byrne,  William  Glasgall,  Jeffrey  M 
Laderman,  Gene  G.  Marcial,  Karen  Pennar,  Otis  Port 
ECONOMICS:  James  C  Cooper  (Sr.  Economist/Business  Outlook  edi- 
tor), Kathleen  Madigan  (Assoc.).  Christopher  Farrell,  Michael  J. 
Mandel  (Economics  editors).  Gene  Koretz  (Economic  Trends  editor) 
INTERNATIONAL:  William  J.  Holstein  (World  editor),  Duane  E. 
Anderson,  Rose  Brady  (Senior  News  editors),  Bruce  Emhorn 
(Asia  editor),  John  Pearson  (Latin  America  editor),  John  E. 
Pluenneke  (Ideas  &  Trends  editor),  Christopher  Power  (Europe 
editor).  Stanley  Reed  (International  Affairs  editor).  Joan  Warner 
(Finance  editor) 

ASSOCIATE  EDITORS:  Catherine  Amst,  Amy  Dunkin,  Michael  Oneal,  Thane 
Peterson,  Jane  A  Sasseen.  Gary  Weiss 
PICTURE  EDITOR:  Lawrence  Lippmann 

DEPARTMENT  EDITORS:  Books:  Hardy  Green  Computers:  Ira  Sager 
Corporate  Finance:  Phillip  L  Zweig  Corporations:  Elizabeth  Lesly 
Information  fVlanagement:  John  W  Verity  Investment  Banking:  Leah 
Nathans  Spiro  Legal  Affairs:  Linda  Himelstein   Marketing:  Mary 
Kuntz  H/larkets  &  Investments:  Suzanne  Wooliey  H/loney  &  Banking: 
Kelley  Holland  News:  Keith  H.  Hammonds  People:  Denise  Demong 
Personal  Business:  Edward  C   Baig  Science:  Naomi  Freundlich. 
Scoreboards:  Frederick  F  Jespersen  Small  Business:  Amey  Stone 
Software:  Amy  Cortese  Technology:  Peter  Coy,  Neil  Gross.  Up  Front: 
Larn/  Light  The  Workplace:  Aaron  Bernstein 
STAFF  EDITORS:  Kerry  Capell,  Paul  M.  Eng,  Willy  Stern 
ASSISTANT  EDITORS:  Lori  Bongiorno.  Oluwabunmi  Shabi 
COPY  EDITORS  Harry  Maurer,  Michael  (yiercurio  (Deputy  chiefs). 
Prudence  Ciowther.  Marc  Miller  (Asst  chiefs),  Tim  Belknap,  Aleta 
Davies,  Jack  Robbins.  Jim  Taibi  (Sr.  copy  editors).  Cynthia  McClean, 
Joseph  Mandel,  David  Pengilly,  Malka  Percal.  Doug  Royalty,  Maria 
Chapin,  Gail  Fowler.  Jeneen  Hobby,  Aida  Rosario  (Researchers) 
PRODUCTION  COPY  EDITORS:  Lawrence  Dark  (Chief).  Hallberg  Hall- 
mundsson.  Celine  Keating.  Robert  S  Norman.  Robert  J  Rosenberg, 
Eya  Stettner 

ART:  Francesca  Messina,  Steven  Taylor- (Deputy  directors),  Cynthia 
Friedman,  Jay  Petrow,  Christine  Silver  (Assoc.  directors).  Alice  Cheung 
(Asst  director)  Graphics:  Arthur  Eves  (Director),  Joan  Danaher  (Deputy 
director),  Rob  Doyle  (Sr  Illustrator).  Lisa  Knouse  Braiman,  Alberto 
Mena,  Ray  Vella  (Illustrators),  Jaime  Beauchamp  (Imaging  and 
multimedia)  Production:  Stephen  J  Romeo  (Mgr ),  Annette  Kennedy 
(Asst  manager).  Alan  Bomzer  (Coordinator) 

PHOTOS:  Scott  Mlyn  (Deputy  Picture  editor).  Todd  James  (Senior 
Picture  editor],  Anne  Murray,  Ronnie  Weil  (Assoc.  Picture  editors), 
Bettina  Baudoin  (Pans).  Kathleen  Moore  (Asst.  Picture  editors);  M 
Margarita  Eiroa  (Traffic  manager).  Lawrence  Crowe  (Librarian);  Michael 
Hirsch  (Researcher) 

EDITORIAL  OPERATIONS:  Yvonne  F  Rodriguez  (Production  director). 
Richard  Balestnno,  A  Peter  Clem,  Nicholas  M  White  (Production 
managers)  Karen  Butcher.  Thomas  R,  Dowd.  Fidel  Lee,  Jose  L 
Martin,  Jane  M  Perkinson,  Edgardo  Torres.  Karen  Turok,  Use  V 
Walton  (Makeup  editors)  Bruce  M  Arnold,  Stephen  R,  Lebron 
(Asst,  Makeup  editors)  Donald  C  Pearson  (Traffic  manager) 
SYSTEMS:  Thomas  L  Morgan  (Director);  Andrew  Bernardo,  Mane 
Brown-Bryant,  Stephanie  Rossi.  Marta  Skrelja.  Craig  Sturgis 
CORRESPONDENTS:  Atlanta:  David  Greising  (Mgr  )  Boston:  Mark 
Maremont  (Mgr ),  Paul  C,  Judge.  Geoffrey  Smith  Chicago:  Richard  A, 
Melcher  (Mgr ),  Greg  Burns,  Susan  (Chandler,  Kevin  Kelly,  Ron 
Slodghill  II  Cleveland:  Zachary  Schiller  (Mgr  )  Connecticut:  Tim 
Smart  (Mgr )  Dallas:  Wendy  Zellner  (Mgr.).  Stephanie  Anderson 
Forest  Detroit:  Kathleen  Kenwin  (Mgi  ).  Keith  Naughton.  Bill  Vlasic. 
David  Woodruff  Houston:  Gary  McWilliams  (Mgr.)  Los  Angeles: 
Ronald  Grouer  (Mgr ).  Larry  Armstrong  (Sr  Correspondent),  Nanette 
Byrnes.  Eric  Schine  Miami:  Gail  DeGeorge  (Mgr )  Philadelphia: 
Joseph  Weber  (Mgr ).  Pittsljurgh:  Stephen  Baker  (Mgr )  San  Francisco: 
Kathy  Rebello  (Mgr ),  Peter  Burrows,  Joan  O'C  Hamilton,  Robert  D 
Hot.  Seattle:  Don  Jones  Yang  (Mgr ).  Washington:  Owen  Ullmann  (Sr, 
News  Editor),  Douglas  Harbrecht  (News  Editor),  Amy  Barrett,  Amy 
Borrus,  John  Carey  (Sr  correspondent),  Stan  Crock,  Christina  Del 
Valle.  Richard  S  Dunham.  Dean  Foust.  Susan  B.  Garland,  Howard 
Gleckman  (Sr  correspondent),  Mark  Lev^n,  Paul  Magnusson,  Mike 
McNamee.  Mary  Beth  Regan,  Michael  Schroeder.  Stephen  H.  Wildstrom 
(Technology  &  You),  Catherine  Yang  Bonn:  John  Templeman  (Mgr.), 
Karen  Lowry  Miller  Hong  Kong:  Joyce  Barnathan  (Mgr  ),  Mark  L. 
Clifford,  Pete  Engardto  London:  Paula  Dwyer  (Mgr ),  Julia  Flynn  Mexico 
City;  Cjeri  Smith  (Mgr )  H/losoM:  Peter  Galuszka  (Mgr )  Paris:  Stewart  Toy 
(Mgr.).  Gail  Edmondson,  Bill  Javetski.  Rome:  John  Rossant  (Mgr  ). 
Tokyo:  Brian  Bremner  (Mgr ),  Edith  Updike.  Toronto:  William  C.  Symonds 
(Mgr.) 

EDITORIAL  SERVICES:  Broadcasting:  Ray  Hoffman  Business  Manager: 

Barbara  Boynton.  Information  Services:  Jamie  B.  Russell  (Director), 

Jacqueline  Richardson  (Mgt  ),  .ludi  Crowe  (Asst  editor).  Heather 

Hartley,  Fred  Katzenberg.  Maria  Mjronak,  Karen  Stevens  Office 

Manager:  Roselyn  Kopit   Public  Relations:  Chrrstine  Summerson, 

Josephine  Coppola   Readers  Report:  fvette  Hernandez  Reprint 

Permission:  Janet  Gonzalez 

PUBLISHER:  David  G  Perm 

SR.  VP,  OPERATIONS:  Gary  B,  Hopkins 

SR.  VP.  ADVERTISING  SALES:  William  P  Kupper  Jr 

VP.  CONSUMER  MARKETIN(yCIRCULATION:Robe.t  Montemayor 

VP,  MARKETING:  Harold  K  Somerdyk 

VPs,  SALES:  Constance  E.  Bennett  (Eastern  Region),  Dan  Dunn 

(Midwestern  Region),  Louis  R,  Mohn  (Western  Region] 

VP,  STRATEGIC  PROGRAMS:  James  H  McGraw  IV 

VP,  MANAGING  DIRECTOR/ASIA:  Harold  J  Berry  III 

VP,  EUROPEAN  ADVERTISING  SALES:  Frit  Krusebecker 

VP,  TECHNOLOGY:  1  homas  J  Reed 

CONTROLLER:  Gary  M  Singer 

DIRI  CTOR,  ADVERTISING  BUSINESS:  Linda  F  Carvalho 

DISfcCTOR,  PRODUCTION  &  SALES  SERVICES:  Mario  J,  Talluto 


BANKERS  TRUST: 

JUDGE  FEIKENS  RESPONDS 

Regarding  your  article  "The  Bank- 
ers Ti'ust  tapes"  (Cover  Story,  Oct.  16), 
I  recognize  the  concern  that  you  have  as 
to  confidential  sources  of  information.  I 
understand  the  vital  role  that  the  media 
has  in  making  information  available  pub- 
licly that  would  not  othei-wise  come  to 
public  light. 

My  central  concern  is  the  overai'ching 
requirement  that  court  orders  be 
obeyed.  The  court  order  that  was  en- 
tered by  the  late  Judge  Carl  B.  Rubin 
i-ecjim-ed  that  all  the  documents  obtained 
through  the  discoveiy  process  must  be 
sealed  and  not  publicly  used  until  such 
use  was  coiul  ordered.  That  order  ap- 
plied not  only  to  Procter  &  Gamble  Co. 
and  Bankers  Trust  Co.  It  also  applies  to 
all  other  persons,  organizations,  and 
corporations. 

When  you  obtained  the  sealed  docu- 
ments and  sought  to  use  them  without 
court  approval,  you  faced  the  real  pros- 
pect of  being  in  contempt  of  court.  The 
fact  that  you  did  not  publish  evidences 
the  point. 

Recall  that  Justice  John  Paul  Ste- 
vens observed  that  the  manner  in  which 
the  media  comes  into  possession  of  the 
court-ordered  sealed  information  may 
have  a  bearing  on  the  media's  right  to 
publish  it. 

It  became  clear  to  me  that  you  did 
not  desire  a  hearing  on  how  you  ob- 
tained the  sealed  docimients,  undoubted- 
ly because  you  could  not  show  that  you 
obtained  them  lawfully.  After  having 
been  directed  by  two  appellate  courts, 
there  was  an  evidentiary  hearing  in 
which  it  became  abundantly  clear  that 
the  sealed  documents  had  been  obtained 
and  wei'e  I'eady  to  be  used  by  you  in  vi- 
olation of  the  court  order 

That  is  the  central  issue  in  this  case. 
When  it  was  detennined  that  you  had 
obtained  these  documents  unlawfully, 
the  inevitable  conclusion  followed — you 
could  not  publish  them.  To  do  so  would 
be  to  violate  a  court  order  wliich  was  in 
full  force  and  effect. 

My  iiiling  stands  foursquare  for  the 


CORREGTiONS  &  GURIFIGATION. 

"Dining  card  savings — from  hotels 
haircuts"  (Personal  Business,  Oct. 
should  have  reflected  that  Dining  a  ia  C 
offers  discounts  on  restaurants  in  20  r 
jor  metropolitan  areas  and  bed-and-bre 
fast  discounts  in  many  of  those  marke 


proposition  that  court  orders  mus  W 
obeyed.  The  First  Amendment  ca: 
be  used  to  ignore  court  orders. 

John  Fei] 
U.  S.  District  Ji 
Det 

Editor's  note:  business  week  cont 
the  judge's  notion  tliat  the  protective 
der  sealing  the  documents  extendei 
all  organizations,  inchiding  this  ma 
zine.  In  addition,  the  evidetice  fully 
ports  our  position  that  we  obtained 
documents  lawfully.  These  and  ot 
issues  will  be  addressed  in  early  ii 
cember,  when  the  U.  S.  Cotirt  of 
peals  for  the  Sixth  Circuit  hears 
a 


A  DIFFERENT  YARDSTIGK 
FOR  MONTGOMERY 


While  we  appreciate  the  fact  that 
results  we  have  achieved  for  our 
ents  and  the  growth  we  have  expe 
enced  have  brought  us  to  your  att( 
tion,  we  were  disturbed  to  nc 
important  inaccuracies  in  your  artii 
"Montgomeiy:  Too  much,  too  soon?"  (]  a 
nance,  Oct.  23).  i 

The  article  maintains  that  Mor 
gomery's  average  return  on  initial  pu 
lie  offerings  since  1990  is  "only  a  Utl 
better"  than  the  63.5%  return  of  tl 
Standai'd  &  Poor's  500-stock  index  du 
ing  the  period.  The  con-ect  calculatif 
demonstrates  that  Montgomeiy's  ave 
age  IPO  retiu-n — 77%— -is  triple  the  r 
turn  of  the  s&p — 27% — during  the  tin 
period  BUSINESS  week  cites. 

You  also  relate  that  the  Montgomei 
Growth  Fund's  performance  was  "on! 
21%  in  1994"  but  fail  to  note  th{ 
it  was  the  No.  1  growth  fund  in  Amer 
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every  word  is 
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Additionally,  you  disparage  a  con- 
;nce  that  you  did  not  cover,  quote 
anonymous  person  who  did  not  at- 
i  it,  and  refer  to  "brokers"  who  were 
even  invited  to  it. 

.Youbling  as  well  is  the  aiiicle's  impli- 
ion  that  Montgomery  paid  "more 
n  $7  million  plus  stock  and  wan-ants" 
;lass  action  legal  settlements.  In  fact, 
aggregate  of  all  payments  made  by 
in  these  cases  since  the  firm  was 
nded  more  than  25  years  ago  is  less 
n  $250,000;  and  then  only  where  the 
t  of  settlement  was  less  than  the  an- 
pated  cost  of  defense. 
Overall,  this  stoiy  does  not  support 
thesis.  Our  true  record  on  behalf  of 

•  clients  is  a  far  better  measure  of 

•  success. 

Thomas  W.  Weisel 
Chairman  &  ceo 
Montgomery  Securities 
San  Francisco 
'itor's  note:  WJiile  there  was  nothing 
icctirate  about  the  methodology  that 
SINESS  WEEK  used  to  compare  Mont- 
nery's  wo  performance  with  the  Stan- 
rd  &  Poor's  500-stock  index,  ive  agree 
it  Weisel's  approach  is  superior.  Our 
)le,  which  mislabeled  the  time  frame, 
ted  figures  comparing  IPO  perfor- 
mce  through  Oct.  9.  Using  that  time 
me  (rather  than  the  one  cited  in 
^isel's  letter),  the  value  of  Mont- 
mery's  IPOS  rose  by  68%,  according 
Securities  Data  Corp.,  while  the  s&p 
0  index  increased  31.2%. 
The  $7  million-plus  in  stock  and 
irrants  mmtioned  in  otir  article  re- 
Ted  to  the  total  settlement  with  all 
3  targets  of  the  class  actions,  not  just 
ontgomery.  business  week  did  not 
tend  to  imply  that  Montgomery  had 
•id  any  specific  amount  to  settle  these 
ses. 
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Kist  7s"  thin  and  less  than  4'/i"  high, 
this  roice'Ciclircik'tl  niicrocassctte 
starts  recording  at  the  soLinti  ot 
speech- and  stops  automatically — 
eliminating  tape  "gaps"  and  saving 
batteries  and  playback  time.  Aiito- 
le\el  maintains  consistent  voltime 
when  tailing.  Two  speeds — it  can 
record  up  to  three  h(>iirs  on  a  90- 
minute  tape.  To  order,  or  for  the 
location  ol  a  .store  near  you,  call: 

1-800  THE  SHACK " 


RadioShack 

^'oLiAc  ij,nl  c|uesti(  iii.s.  We've  .not  .insvvcr.s.*" 


Prices  apply  at  participating  RadioShack  stores  and  tJealers  Items  not  available  at  a  participating  store  can  be  special-ordered  (subfect  to  availability)  at 
the  advertised  price  A  participating  store  will  offer  a  comparable  value  if  the  product  is  sold  out  Independent  RadioShack  dealers  and  franchisees  may 
not  be  participating  in  this  ad  or  stock  or  special-order  every  item  advertised  Copies  ol  applicable  warranties  are  available  upon  request  at  stores  lor 
nspection  belore  sale,  or  by  writing  Customer  Relations,  1400  One  Tandy  Center  Fort  Worth,  TX  76102 


Your  article  unfairly  paints  one  of 
merica's  greatest  entrepreneurial  suc- 
ss  stories  as  a  bunch  of  hot-money 
wboys.  Nothing  could  be  fiuther  from 
le  truth. 

Montgomery  took  oui"  company  pubMc 
ore  than  six  years  ago.  Two  of  Mont- 
)mery's  three  bankers  on  our  original 
0  team  are  still  there,  as  is  their  na- 
onally  recognized  analyst  who  follows 
jr  sector.  Not  one  of  the  10  or  more 
her  investment  firms  we  have  dealt 
ith  over  the  years  could  make  a  simi- 
r  claim. 

Since  that  time,  I  have  sei-ved  on  the 
)ard  of  directors  for  one  public  and 
vo  private  companies  that  have  em- 
oyed  Montgomery's  services,  and  each 
'  the  CEOS  shares  my  gratitude  to 
Montgomery  for  helping  make  our  sue- 
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Apparently  so 
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Long  before  Atlanta  was  named  host  to  t/ic  Oly^npic  Games,  we  created  a  network  that  was  —  and  still 
—  admired  by  communicatioris  companies  around  the  world. 

This,  along  with  BellSoiith's  leadeiship  in  cellular,  paging  arid  mobile  data  communicatiotis 
rvices,  helped  position  Atlarita  as  host  of  the  most  high-tech  Olympic  Games  ever. 

It  took  foresight  and  determination  to  prox'e  ourselves  ready  for  the  1996  Olympic  Games.  Qualities 
at  help  give  our  customers  a  competitive  edge  in  an  eiivironment  that's  constantly  new  and  different. 

W^iether'  it's  the  Olympic  Games,  your  growing  business  in  the  Southeast  or  your  cellular  sei'vice 
;eds  in  Honolulu,  we  can  put  you  in  the  forejront  of  communications.  For  more  infonnation,  call  your 
dlSouth  Representative  or  1-800-726-BELL. 
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cesses  possible.  To  date,  no  investor  has 
been  damaged,  for  its  due-diligence 
practices  ai-e  among  the  most  disciplined 
in  the  market. 

Thomas  G.  Sternberg 
Chairman  &  ceo 
Staples  Inc. 
Framingham,  Mass. 

A  CLOSER  LOOK 

AT  THE  ROCK  

We  appi'eciate  yoiu'  Oct.  2  claiification 
of  certain  statements  made  in  "How 
greed  poisoned  Pru-Bache,"  the  review 
of  Kurt  Eichenwald's  book  Serpent  on 
the  Rock,  which  appeared  in  the  Aug.  14 
issue.  However,  we  are  compelled  to 
advise  you  that  there  remain  inaccura- 
cies in  that  item  regarding  our  client, 
James  J.  Darr  [who  was  the  head  of 
direct  investment  and  other  divisions 
at  Pnadential-Bache  Secuiities  Inc.]. 

Specifically,  we  refer  to  your  state- 
ment that  Eichenwald  provided  "details 
of  three  undisclosed  land  deals  with 
guaranteed  paybacks  that  DaiT  received 
from  the  sponsor  of  several  limited  pait- 
nerships  he  was  charged  with  oversee- 
ing." This  is  simply  not  traie.  A  reading 
of  Eichenwald's  book  reveals  not  three 
land  deals  with  alleged  guaranteed  pay- 
backs, but,  rather,  one  as  to  which  the 
claim  of  a  guarantee  was  made,  and 
which  was  properly  qualified  by  Eichen- 
wald to  show  that  other  evidence  exists 
that  contradicts  that  claim. 

Moreover,  with  respect  to  the  state- 
ment that  Dair's  investments  were  "un- 
disclosed," as  you  know  from  Eichen- 
wald's book,  Darr  disclosed  the 
investments  to  his  boss  and  to  the  finn's 
general  coimsel.  It  was  Piudential-Bache 
Securities'  attorneys — not  Dai-r — who 
had  responsibility  for  determining 
whether  such  investments  had  to  be 
disclosed  in  the  prospectuses. 

Stuart  Perlmutter 
Davidoff  &  Malito 
New  York 

Editor's  note:  Eiclievwalds  l)ook  is  am- 
biguous about  how  many  land  deals 
Darr  invested  in  and  whether  he  reaped 
outsize  rewards  in  all  of  thetn.  While 
Eichenwald  clearly  suggests  these  were 
inte^ided  as  siveetheaii  cieals,  Perlmutter 
is  correct  that  the  term,  "guaranteed" 
was  used  only  with  respect  to  one. 

BAUSGH  &  LOMB 

UNDER  THE  MICROSCOPE  

I  served  under  ceo  Daniel  E.  Gill, 
r.j-st  as  a  division  vice-president  for  mar- 
ki  ring  and  finally  as  a  division  presi- 
dent, leaving  in  1985  when  my  division 


i 


was  divested  ("Blind  ambition,"  Cover 
Story,  Oct.  23).  The  man  had  a  simple 
focus:  build  market  share  and  share- 
holder wealth.  Dming  my  tenui'e,  I  was 
never  assigned  numbers  to  achieve. 

Gill  did  push  people  to  perform  at 
higher  levels  than  they  may  have  be- 
lieved possible.  He  would  try  to  drive 
managers  to  their  next  level  of  compe- 
tency, and  some  failed. 

Gill's  message  was  cleai"  He  was  pay- 
ing us  to  think  and  rethink  the  problem 
and  not  throw  our  hands  in  the  air  and 
give  up.  His  message  about  "don't  do 
anything  stupid"  was  just  that — not  to 
damage  the  name  and  reputation  of  the 
company  or  mortgage  the  future. 

Those  managers  that  confused  Gill's 
efforts  to  get  them  to  understand  their 
business  with  the  "pressure  to  achieve 
at  all  cost"  probably  did  not  deserve 
their  positions  in  the  fii'st  place.  I  never 
heard  of  someone  being  tenninated  for 
not  achieving  sales  and  earning  targets. 

Having  lived  in  the  environment, 
some  of  the  nameless  references  and 
comments  from  fonner  employees  look 
like  cheap  shots  for  what  they  perceive 
as  unfair  treatment  they  may  have  re- 
ceived. However,  if  they  understood 
their  business  in  the  first  place  they 
would  still  be  with  the  organization. 

W.  Barry  Gilbert 
Rochester,  N.  Y. 

I  was  the  international  sales  and  mar- 
keting manager  for  the  Buslinell  division 
of  Bausch  &  Lomb  and  maintained  prof- 
it-and-loss  responsibility  for  Precision 
Instniments  Co.,  a  Hong  Kong  subsidi- 
ary. During  my  tenure  with  the  compa- 
ny in  the  early-to-mid-1980s,  I  reported 
to  Harold  0.  Johnston  and  worked  with 
Y.  H.  Chan  in  Hong  Kong  [two  of  the 
key  figiu'es  mentioned  in  the  stoiy]. 

The  quarteiiy  emphasis  on  sales  vol- 
umes was  as  yoiu"  reporter,  Mai'k  Mai'e- 
mont,  described  it.  On  a  chaiter  flight  to 
Panama,  where  a  vice-president  and  I 
were  evaluating  a  warehousing-and-dis- 
tribution  facility  in  Colon,  I  was  told: 
"You're  only  as  good  as  your  last  quar- 
ter." At  a  later  meeting  in  Miami,  where 
we  evaluated  the  facihty  that  was  even- 
tually to  become  Lamex,  we  had  the 
same  conversation  with  some  other 
managers  from  Rochester.  This  philoso- 
phy was  pervasive  and  incessant. 

William  J.  Berdux 
Penngi'ove,  Calif. 

The  strategic,  operational,  and  moral 
tone  for  any  organization  is  set  by  the 
CEO.  In  the  long  run,  shareholder  value 
is  the  direct  result  of  customer  value. 
CEO  Gill  forgot  that  the  numbers  are 


neither  the  results  of  operations  nor 
purpose  of  b&l's  activities.  They  are 
measm'ement  of  the  results  of  those 
tivities.  Measurements  mean  nothin 
the  underlying  determinants  such 
market  position,  product  quality,  ; 
customer  value  are  viewed  as  sec 
dary.  For  long-run  shareholder  val 
the  board  of  directors  should  see  t' 
Gill's  replacement  understands  this 
Kenneth  W.  Gorn 
Infinity  Gn 
Manhattan  Beach,  Ca 
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Youi-  stoiy  "Ai-e  life  insurers  biasec 
or  just  careful?"  (Legal  Affaii-s,  Oct. 
contained  a  factual  eiTor.  The  Natioi 
Association  foi'  the  Advancement  of  C 
ored  People  (naacp)  lawsuit  mention 
in  the  stoiy  was  not  filed  "against 
American  Family  Life  Insuran 
Group."  Indeed,  there  is  no  such  entil 
The  lawsuit  involved  American  Fami 
Mutual  Insurance  Co.,  and  in  no  w; 
involved  our  life  company. 

Second,  we  remain  puzzled  why  yoi 
reporter  would  dredge  up  a  decade-o 
racial  quote  by  one  of  our  employee 
who  was  later  fired.  Anyone  famili 
with  American  Family  knows  this  con 
pany  absolutely  forbids  unlawful  di 
crimination.  In  addition,  oiu-  ui'ban  ma 
keting  progi-am,  our  new  metropolita 
service  centers,  and  our  efforts  to  huf- 
employees  and  agents  from  all  culture 
show  a  commitment  to  seek  wide  d 
versity  among  our  customers. 

Rick  Fethersto 
Director,  Public  Relation 
American  Family  Insuranc 
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MEXICAN  SHOCK 
leaning  for  the  U.S. 

)rge  G.  Castaneda 
Press.  254pp  •  $23 


i^ILL  MEXICO  BE  CAUGHT 
NDER  THE  VOLCANO? 


rurn-of-the-century  Mexican  dic- 
tator Porfirio  Di'az  lamented: 
"Poor  Mexico.  So  far  from  God 
so  close  to  the  United  States."  How 
gs  have  changed.  For  President  Er- 
;o  Zedillo  Ponce  de  Leon,  close  ties 
he  U.  S. — as  a  market,  source  of  in- 
dent, and  lender  of  last  resort — 
nearly  his  only  hope  of  rescuing 
dco  from  economic  collapse.  To 
eve  that,  says  the  conventional  wis- 
1,  Zedillo  must  continue,  and  deepen, 
free-market  reforms  launched  by 
predecessor.  President  Carlos  Salinas 
jortari. 

i  cautionary  note  is  in  order,  howev- 
Before  Salinas,  Mexico's  last  great 
lernizer  was  Diaz.  He  opened  the 
•ket  and  atti-acted  investors  fi'om  the 


U.  S.  and  Eiu'ope  to  upgi'ade 
industry  and  infrastructure, 
with  considerable  success. 
Nevertheless,  he  was  over- 
tlirowTi  in  1911,  and  a  chaotic 
revolution  ensued.  His  pur- 
suit of  economic  gi'owth  had 
widened  the  gulf  between 
rich  and  poor.  And  he  had 
built  no  political  consensus 
among  Mexicans  to  support 
his  refomis  and  legitimize  his 
nile. 

Much  the  same  dilemma  faces  Zedillo 
and  the  long-naling  Institutional  Revolu- 
tionaiy  Paity  (PRi).  Poverty  is  spreading 
in  Mexico,  and  it's  not  clear  that  Zedillo 
is  willing  and  able  to  democratize  the 
PRI  and  hold  fail'  elections.  Failiu-e  to  do 


THE  MEXICAN 

SHOCK 


so  will  eventually  trigger  a  backlash 
against  market  reforms,  says  political 
scientist  Jorge  G.  Castafieda.  The  pos- 
sible consequences  are  a  central  theme 
of  his  book,  The  Mexican  Shock:  Its 
Meaning  for  the  U.  S. 

When  the  North  American  Free 
Trade  Agi'eement  was  approved  in  1993, 
few  Americans  fully  realized  what  it 
meant.  The  pact  tightly  linked  the  U.  S. 
to  the  least  democratic  major  nation  in 
the  hemisphere,  with  enonnous  econom- 
ic and  social  problems  and  no 
working  political  mechanism 
for  resolving  conflicts  through 
nomial  democratic  processes: 
fi-ee  elections  and  the  alter- 
nation of  political  parties  in 
power. 

What  NAFTA  did  achieve 
foi'  the  U.  S.,  says  Castaneda, 
was  one  of  its  "oldest  and 
most  pei'sistent  aspii'ations — 
Mexico's  full  incorporation 
into  the  American  economic 
sphere  and  the  subsequent  political  and 
international  alignment  of  Me.xico  with 
Washington."  Although  nafta  triggered 
an  initial  spate  of  U.  S.  exports  to  Mex- 
ico, unforeseen  costs  to  the  U.  S.  are 
rapidly  mounting.  President  Clinton  had 
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Buzzwords  in  business  come  and  go  with  increasing 
frequency,  but  one  word  continues  to  grow  in  importance. 

Tliat  word  is  Positioning.  Last  year,  in  the  American 
business  press,  it  was  mentioned  over  22,000  times. 

Read  The  New  Positioning,  the  last  word  on  one  of 
the  biggest  words  in  business. 
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One  in  five  American  .idiilrs 

cmnoi  re. id  well  enough  to 

understand  tins  ad. 

riiat's  why  the  National 

C'enler  lor  Family  Literacy 

IS  currently  behind  literacy 
programs    tor    iamilic.s  in 

Suite  200-B.  325  West 
Main  Street.  L<juisville. 
Kentucky  40202-4251,  for 
information  on  how  to  sup- 
port family  literacy.  Or  call 
;502)  584-1133  e.xt.  33. 
It  we,  as  a  nation,  can 


To  12  million  adults  this  is  an  ad  about  a  dog. 
Actually,  it's  an  ad  about  literacy. 


over  1,000  communities 
across  America.  But  there  is 
much  more  we  need  to  do. 


We  urge  you  tei  write  the 
National  Center  tor  Family 
Literacy,  Watertront  Plaza, 


achieve  tuU  literacy, 
then  we  can 
achieve  anything 


W'l    \KI   (.RVnil'l    TO  ri  IIS  ITBlli  M  ION  I  OH  SI  il'l'OII  r  IN  I'HIN  I  INi ,  I  I II' 


Ford  spent 
2.8  billion  dollars 
to  try  and  make 

an  Accord 

You  can  get  the 
real  thing  for  a 
whole  lot  less. 

©  1995  American  Honda  Motor  Co.,  Inc. 
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1.  Whether  or  not  the  pri  refoiins  it- 
,  its  monopoly  seems  likely  to  erode. 
■  charismatic  former  mayor  of  Mex- 
City,  Victor  Manuel  Camacho  Solis, 
example,  recently  quit  the  phi  in 
it  could  be  a  move  to  launch  an  op- 
ition  party  with  more  populist  lean- 
4.  And  as  Mexican  parties  compete 
votes,  Castaneda  says,  "any  sus- 
led  alternation  in  power  through 
;tions"  will  "almost  unavoidably" 
ig  about  a  redistribution  of  wealth. 
VTiat  the  U.  S.  has  been  supporting 
^atin  America  are  policies  intended 
jpur  investment  and  create  wealth, 
to  spread  it.  But  if  democracy  does 
coincide  with  economic  growth  and 
istribution,  warns  Castaneda,  "in  all 
lihood  it  vdll  not  last  in  Latin  Amer- 
during  these  last  years  of  oui'  centu- 
'  Despite  the  Chiapas  uprising, 
re's  no  sign  of  a  broader  backlash 
)ng  Mexicans.  But  then,  few  saw  the 
1  upheaval  coming.  Indeed,  Cas- 
eda  quotes  another  wiy  maxim  at- 
•uted  to  Diaz  as  he  headed  for  exile: 
Mexico,  nothing  happens  until  it 
ppens." 

BY  JOHN  PEARSON 

'^earson  is  business  week's  Latin 
lerican  editor. 


BOOK  BRIEFS 

GODS  OF  MANAGEMENT 

The  Changing  Work  of  Organizations 

By  Charles  Handy 
Oxford  •  254pp  •  $27.50 

WHICH  GOD  RULES 
YOUR  OFFICE? 

If  you  secretly  believe  that  personal- 
ity traits  are  governed  by  the  fates, 
you'll  love  Gods  of  Management. 
Charles  Handy's  1978  book,  now  pub- 
lished in  the  U.  S.  for  the  first  time, 
classifies  organizations  into  four  types 
and  assigns  a  Greek  god  to  describe 
how  each  one  works.  Zeus  companies 
are  old-boy  netwoi'ks  headed  by  charis- 
matic leaders.  Apollo  organizations  are 
the  gray-flannel-suit  variety,  in  which 
dutiful  employees  work  according  to 
fixed  routines.  Athena  is  the  goddess  of 
problem-solving,  teams,  and  task  forces, 
and  Dionysus  rules  the  private  profes- 
sionals— lawyers,  doctors,  or  artists 
whose  principal  loyalty  is  to  themselves 
and  who  organize  only  when  they  must. 

Handy,  management  gum  and  author 
of  Tlie  Age  of  Unreason,  argues  that 


managers  get  into  trouble  when  they 
try  to  impose  the  culture  of  one  god  in 
an  organization  built  to  worship  another. 
For  example,  Athenian  creativity  will 
langxiish  in  an  Apollonian  environment 
of  strictly  enforced  roles.  Tliis  is  obvious 
enough,  but  in  the  second  half  of  Gods, 
Handy  takes  the  lesson  a  step  further. 
He  predicts  that  new  technologies  and 
the  lise  of  individualism  will  make  Apol- 
lonian, big-company  confoniiity  obsolete. 
Smaller,  more  autonomous  "villages"  or 
networks  will  replace  business  behe- 
moths. Dionysians  and  Athenians  will 
get  their  day  in  the  sun. 

Unfortunately,  Handy  doesn't  know 
much  about  ancient  Greece  or  its  deities. 
The  idea  that  Dionysians  dislike  au- 
thority is  hilarious  when  you  recall  that 
in  the  best  Bacchic  stories,  the  god's 
wine-crazed  followers  will  do  anything 
to  please  their  lord,  including  killing 
their  childi'en.  And  it  is  hard  to  see  the 
head  of  a  wliite-shoe  investment  bank  in 
randy,  temperamental  Zeus.  Despite  the 
poor  scholarship,  though,  Gods  is  a  pre- 
scient caveat,  written  some  15  years 
before  "change  engineers"  said  that 
sticking  to  an  organization  chart  can  do 
more  harm  than  good. 

BY  JOAN  WARNER 


One  thing  it  doesnt 
do  quickly  is  depreciate. 


Accord  LX 

It  does  0  to  60  i/i  just  0.5  seconds.  70  to  0  in  just  ISS  feet'  . \iid  loses  just  l'/7r  of  its  orii^iut//  iv/lue  (irtaiuiuiitni  ({.■itouudiui^ 
81%)  over  four  years!  Wliieh  means  it's  one  of  the  fe\ii-  fast  (ars  in  the  ii:orl(l  \irhieh  takes  forever  to  recuh  the  finish  line 


See  \bLir  Honda  Dealer  Today 

•Cn  miHDnva.  September  l')')4  tH.i-,eil  un  current  ret.iil  i.iIik  nl  the  I'l'M  Xnor.l  I  ,X  Se.l.m  /w-i  killn  lllii,  n„„l..  Septeiiiher-I  )Lt..lier  eiliiimi    'I'i'iS  AiiierK.iii  I  Iniulj  \l..t,.r  ( liii 
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1  intelligent  creatures. 

ftware  requires  more  processing         inside.  Contact  Intel  on  the  Internet 
wer  than  ever  before.  So  when  at  http://www.intel.com/procs/ 

u're  buying  your  next  PC,  be  sure      pentium/  for  more  information, 
las  an  Intel  Pentium  processor 

>  Intel  Corporation,  *Souri.e,  iCOMP:  A  Simplihed  Measure  ol  Reblive  Intel  Microprocessor  Periormjnte.  Inlel  Corp..  1495 


intel 

The  Computer  Inside; 


Technology  &  You 


BY  KAREN  PENNAR 


CD-ROMs  FOR  THE 
PRESCHOOL  SET 


Singsong  melodies 
and  colorful 
animation  help  tots 
learn  their  ABCs 

My  daughter  is  just 
shy  of  2  years  old, 
and  like  most  new 
parents,  I  want  to  do  all  the 
light  things  to  help  her  gi-ow 
and  develop.  I  had  figured 
that  computers  and  CD- ROMs 
were  a  few  years  off,  until  I 
started  noticing  the  age  rec- 
ommendations on  some  of  the 
software  packaging:  New  cd- 
ROMs  are  coming  out  for  kids 
as  young  as  2,  and  many  tar- 
get the  3-to-6-year-old  set. 
Maybe  some  of  this  software 
was  worth  checking  out. 

After  viewing  some  of  the 
CD-ROM  titles,  testing  kids'  re- 
actions, and  chatting  with  ed- 
ucators, it's  cleai'  I  was  jump- 
ing the  gim  with  respect  to 
my  daughter.  Yes,  she  happi- 
ly bobbed  along  to  the  musi- 
cal riffs  in  Dr.  Seuss's  abc. 
And  she  giggled  at  the  gor- 
geous animations — from  a 
dancing  camel  to  a  darting 
single-haired  Zed — in  the  ad- 
aptation of  that  classic.  But 
she  hasn't  yet  acquired 
"mouse  skills." 
QUALITY  TIME.  Educators  say 
that  most  cliildren  can't  point 
and  click  a  mouse  until  age 
2'/:  to  3,  so  your  child  prob- 
ably won't  get  much  out  of  a 
CD-ROM  before  then.  Between 
ages  3  and  6,  kids  adept  at 
using  the  mouse  will  still 
need  guidance  fi'om  their  par- 
ents— which  could  make  for 
some  quality  time  together 
at  the  computer 

Parents  need  help,  too,  in 
sorting  out  the  flood  of  new 
CD-ROMs  for  preschoolers 
coming  on  the  market.  The 


Parent 's    Guide  to 
Children's  Software 
96   from  Newsiveek 
(packaged  with  a  CD- 
ROM  for  $29.95),  and 
The   Computer  Mu- 
seum  Guide   to  the 
Best    Software  for 
Kids  (HarperPeren- 
nial,   $16.00),  both 
just  published,  do 
a  good  job  of  eval- 
uating software.  If 
parents  want  to 
know  about  new 
titles  as  they  come 
along,    they  can 
check  out  the  Chil- 
dren's Software 
Review  (313  480- 
0040  to  subscribe) 
or  Children's  Soft- 
ware   (713  467- 
8686),  two  newslet- 
ters   edited  by 
former  educators. 

Don't  fall  for 
manufacturers' 
claims  that  their 


casional  dipping  in,  rather 
than  a  straight  read-through. 
One  of  my  5-year-old  volun- 
teers started  losing  interest 
by  the  letter  L. 

Alone,  I  took  an  hour  or 
so  to  click  thi'ough  the  entire 
alphabet — something  pai"- 
ents  shouldn't  do  with 
very  young  kids.  Inter- 
est will  flag,  and  some 
hildren  can  develop  eye- 
strain. Educators  suggest 
limiting  time  in  front  of 
"  the  computer  screen.  For 
3-year-olds,  15  minutes  a 
day  may  be  enough.  For  4- 
and  5-year-olds,  30  minutes 
can  be  0.  K. 

Educational  programs 
have  to  snare  a  young 


p  jbitj  c 


Wh;,t 


t<%\nH  with  C  ? 
Oil  ihe  ceiling 


Software  for  Little  Ones 

Title  (for  ages)  Company 


kids  help  to  cook  up  w 
combinations  of  food  as  t 
leam  the  alphabet  and  b 
words,  were  a  hit.  And 
singsong  music  appeals 
very  young  children 
GOOD  CROW.  Multiple-ch 
testing  is  a  mainstay  of  c 
cational  programs — evei 
it's  masked  by  fanciful  gar 
Still,  when  a  child  gets  an 
swer  wi'ong,  the  I'esult  n 
not  be  discoui'aging.  A  fii( 
ly  crow  nudges  kids  tow 
the  right  answer  in  Tru 
Time  &  Place  House,  the 
est  entiy  fr-om  Edmark  C 
One  4-year-old  didn't  m 
the  helpful  hints  as  he  mo 
an  ant  along  a  giid  in  a  ji 
bean  hunt — and  he  screech 
with  delight  w'. 
the    ant  wol 
down  a  pink  j( 
bean   and  brie 
turned  into  a  f 
Older  kids  will  1 
the  geography  s 
tion,  which  off 
capsule  descripti( 
of  places  from 
Galapagos  to  1 
Colosseum. 

One  nice  tou 
The  parents'  m; 
ual  aecompanyi 
the  Edmark  p 
gram  sugge 
things  to  do  w 
Price  yo'-ii'  children  aft 
playing  the  pi 


p'rovT^'a  ""clriid's  LjrSJTARnjARN^^^^^^^^^  ^-amrsuch^as ' L 

thinking  or  prob-  DR.  SEUSS'S  ABC  LIVING  BOOKS  40.00 

lem-solving  skills.  YRMnmYiPlME  HOUSE {i-^)  EDMARK  40.00^ 
They  can  offer  a 


little  rote  learn- 
ing— and  then  only  if  the  pro- 
gi'ams  are  engaging  enough 
for  repeat  visits. 

Dr.  Seuss's  abc  is  an  en- 
tertaining progi'am  that  wows 
kids  and  parents  alike.  The 
basic  screens  will  look  famil- 
iar to  Dr.  Seuss  fans,  but  the 
program  adds  narration  to 
soimd  out  the  words.  Clicking 
at  random  in  the  pages 
brings  in  new  objects,  such 
as  a  couch  in  the  letter  C 
screen.  Nimble  mouse-dick- 
ers will  like  chasing  down  the 
Zed,  which  appears  ft'om  and 
disappears  behind  letters.  But 
the  progi'am  is  best  for  oc- 


DATA:  BUSINESS  WEEK 

child's  interest  quickly.  Let's 
Start  Leaguing!  is  a  cheery 
new  program  designed  to 
teach  the  basics  of  counting, 
ABCS,  recognizing  patterns, 
and  matching  objects.  Kids 
who  answer  enough  questions 
cori-ectly  win  gold  keys, 
which  they  can  then  use  to 
change  the  colors  of  a  car-ou- 
sel horse.  Most  young  kids 
probably  won't  play  long 
enough  at  one  sitting  to  accu- 
mulate many  keys,  and  some 
activities,  such  as  shape-sort- 
ing, produced  fi'ustration  in 
my  kid-testers.  Other  activ- 
ities, such  as  the  diner  where 


ting  your-  child 
"time  manager" 
a  day,  telling  y 
when  to  leave  foi 
meeting  or  prepare  dinner 
part  of  learning  to  tell  tin] 
Indeed,  it's  important  for  p; 
ents  to  r-emember-  that  (n- 
if  software  is  "interact  i\ 
and  "educational,"  it  dors 
replace  real  life,  or  reaM 
parenting.  By  all  means  ij^ 
troduce  your  young  one 
technology  at  an  early  a^ 
But  make  sure,  says  June 
Wright,  pr-ofessor  of  educ 
tion  at  Easter-n  Connectic 
State  Univer-sity  in  Willima 
tic,  that  using  the  compufc 
is  simply  "one  of  many  kin 
of  interaction  your  child  h; 
at  home." 


QUESTIONS?  COMMENTS?  tech&you@businessweek.com  on  Internet  or  fax  (202)  383-2125 
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Brilliant  ideas  often  start 
from  a  sinnple  question. 


Amado  Ortiz,  Logistic  Executive  Manager,  Physical  Distribution, 

Mexico  City,  Mexico, 


At  Philips  you  don't  have  to  wear  a  lab  coat  to  have  a 
bright  idea. 

I'm  Amado  Ortiz  from  the  Distribution  Department, 
Philips  Mexico. 

Our  customers  like  our  products,  but  they  like  them 
even  more  when  they  arrive  exactly  on  time.  Sadly,  we 
weren't  always  perfect  in  this  area. 
■Srf^~-  -  '"Why?"  I  asked. 

"  an  analysis  of  the  problem  we  turned  our  distribution  on  its  head.  We 
;  up  with  a  system  which  'pulled'  goods  from  their  destination,  rather  than 
ed'  them  from  their  source. 

result  was  95%  success  and  very  happy  customers. 


PHILIPS 


ow. 


This  is  an  organizational  chart  that  shows  the 


different  parts  of  a  cow.  In  a  real  cow,  the  parts  are 


not  aware  that  they're  parts.  They  do  not  have  trouble 
sharing  information.  They  smoothly  and  naturally 


work  together  as  one  unit.  As  a  cow.  And  you 


have  only  one  question  to  answer.  Do  you 


want  your  company  to  work  like  a  chart? 


Or  a  cow? 


SAP  makes  integrated  applications 
software  ttiat  actually  integrates 
your  company.  With  it,  information 
is  stiared  immediately,  so  operations 
become  synchronized.  Which  is  why 
companies  like  Borden,  Inc.,  BMW 
Manufacturing  Corp.,  PENTAX 
Corporation  and  a  few  thousand 
other  organizations  around  the 
world  work  more  like  a  cow 
than  ever  before.  ■  ' 

1-800-USA-1SAP 
http;//www.sap.com 

Br"'  I 

■  E 

SAP  America,  Inc.  J 

CO 


Economic  Viewpoint! 


BY  GARY  S.  BECKER 


FORGET  MONETARY  UNION- 
LET  EUROPE'S  CURRENCIES  COMPETE 


CHOICE: 

If  Europeans 
were  free  to  do 
business  in  the 
currencies  of 
all  EU  nations, 
the  market 
would 
discipline 
irresponsible 
governments 


Gary  S.  Becker,  the  1992  Nobel 
laureate,  teaches  at  the  University 
of  Chicago  and  Is  a  Fellow  of  the 
Hoover  Institution 


On  a  recent  trip  to  Spain,  I  was  fre- 
quently asked  by  joumalists  and  the 
business  community  about  the  plans 
to  introduce  in  January,  1999,  a  common  Eu- 
ropean currency,  probably  to  be  called  the 
Euro.  Although  not  an  expert  on  monetary 
matters,  I  took  a  strong  stand  against  this 
plan.  I  believe  that  a  much  better  approach 
would  be  to  increase,  not  eliminate,  competi- 
tion among  European  currencies. 

Monetary  union  would  be  supported  by  a 
majority  of  the  populations  of  all  15  member 
nations  if  they  were  confident  that  the  fu- 
ture Eui'opean  central  bank  will  behave  like 
the  GeiTnan  central  bank.  However,  they  fear 
that  monetaiy  policies  of  the  European  Mon- 
etary Union  (emu)  will  emerge  from  compro- 
mises and  political  infighting  among  members 
with  different  monetary  and  fiscal  needs.  A 
recent  poll  found  that  73%  of  Gennans  "don't 
think"  that  a  common  cuirency  could  be  as 
stable  as  the  Gennan  mark,  which  probably 
explains  why  GeiTnan  Chancellor  Hebriut  Kohl 
did  not  risk  a  referendum  on  the  emu  among 
the  German  people.  Under  pressure  from 
Euroskeptics  within  the  Tory  party,  Britain 
appears  to  have  decided  to  delay  its  entiy  in 
the  EMI'  until  after  2002. 
SHARING  POWER.  Some  GeiTnans  have  ah'eady 
voted  against  the  monetary  union  with  theu* 
assets:  The  Swiss  franc  has  been  rising  in 
value  relative  to  the  mark  because  Gennans 
have  shifted  assets  into  Swiss  franc-denomi- 
nated assets,  even  though  these  pay  lower 
returns  than  Gennan  assets.  The  franc  wiW 
remain  an  independent  cun-ency  because  the 
Swiss  have  chosen  to  stay  out  of  the  EiU'ope- 
an  Union.  German  government  bonds  that 
mature  after  1999  now  command  an  interest 
premium  as  a  result  of  the  unceitainty  about 
monetary  union. 

Plans  for  the  emu  are  most  popular  in 
Greece,  Italy,  Spain,  and  other  countries  that 
have  had  gi-eater  inflation  and  more  erratic 
monetaiy  and  fiscal  policies.  Fortunately,  there 
is  a  way  to  help  the  populations  of  these  na- 
tions without  punishing  Gennans  and  others 
with  strong  monetaiy  policies.  Rather  than 
centralize  power  in  the  hands  of  a  single  cen- 
tral bank,  a  much  better  approach  is  to  decen- 
tralize monetary  power  further  by  encoiu'ag- 
ing  competition  among  monies. 

An  important  step  in  this  direction  would 
be  for  each  member  nation  of  the  emu  to 
permit  the  taxes  it  collects  to  be  paid  either 


in  its  own  cuirency  or  in  the  mark,  Brf 
pound,  French  franc,  and  possibly  sev 
others.  Shopkeepers,  employees,  and  supp] 
would  also  be  allowed  to  accept  payment 
theii'  goods  and  labor  in  any  of  these  mon 
Market  forces  of  supply  and  demand  wc 
determine  the  exchange  rates  between 
currencies,  so  that  the  unpopular  ones  wc 
lose  value. 

DEFICIT  CHECK.  Competition  among  ciuTem 
helps  discipline  irresponsible  governments 
reducing  theii-  incentive  to  mcrease  their  m 
ey  supplies  and  to  fmance  budget  deficits 
ing  from  dubious  expenditures,  such  as  im 
cient  state  enterprises.  Currencies  will 
in  value  if  governments  try  to  inflate  tl 
way  out  of  flscal  difficulties,  since  individ 
and  businesses  will  shift  transactions  into 
bier  monies. 

Presumably  the  population  of  each  nat| 
will  continue  to  j^refer  its  own  money.  Bu 
they  gain  familiarity  with  the  new  systi 
consumers,  workers,  and  businesspeople  i 
make  greater  use  of  the  monies  with  m 
stable  purchasing  power  This  approach 
lows  Germans  and  others  to  rely  mainly 
their  own  currencies  as  long  as  they  contii 
to  perform  well. 

After  an  adjustment  period,  the  transact 
costs  of  dealing  in  several  cuirencies  is  lik 
to  amount  to  only  a  minor  inconvenience, 
ter  all,  many  shops  at  international  airpo 
now  accept  over  a  dozen  monies,  and  th 
find  that  only  slightly  more  inconvenient  ti 
taking  American  Express,  Eui'ocai"d,  and  o 
er  credit  cards.  Moreover,  businesses 
economize  on  these  costs  if  they  wish 
choosing  to  deal  only  in  one  or  two  monies, 
dominant  currency  could  emerge  from  t 
free  choices  of  the  different  populations 
they  concentrate  theii-  transactions  in  the  s 
blest  ciurency,  be  it  the  mai'k,  pound,  or  ev 
the  lira,  if  it  is  well-managed. 

Nations  fi"om  all  over  the  globe  have  d 
covered  the  enonnous  advantages  of  compe 
tion  over  monopoly  in  the  pi'oduction  of  ste 
telecommunications,  air  travel,  and  oth 
goods  and  services.  The  European  Union  h 
completely  ignored  this  lesson  in  its  plan  for 
common  money.  But  it  may  not  be  too  late 
reverse  direction  and  thereby  encoura} 
gi'eater  competition  between  European  cu 
rencies  in  order  to  penalize  and  discoui-age 
responsible  government-based  monetaiy  ai 
fiscal  pohcies. 
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Only  chevy  trucks  ?  \ 

MOTOR  TREND  TR  il 


si  venr  iMdU^r  Trend  s  editors  did  sonietliing  eartlislial-jing.  Tliev  .ill  agreed.  y\nd  unaniniously 
named  L  lievv  Blazer  linclc  o(  the  ^ear.  It  was  a  pretty  amazing  feat.  Tliis  year,  Clie\'\'  Irnclcs  skool-e  up 

the  IrucL'  world.  fKey  \yon  tlie  prestigious  award  two  times  running.  I  lie  editors  call  tliis  year  s  winner, 
Clievy'  Tilioe,    ,'\  class  act.     1  lie  lidl-size  loiu'-door  trucL-  witli  tlie  "tliorouglilv  car-liL'e  tlri\'ing  e.xperience. 

Tliey  loinul  its  powerlid  Vorlec  5700  \'8  "XX'ill  liandle  all  you  can  ilisli  out  anil  tlien  ask  lor  moi'e.     fliey  found 


*t:.xclii(lci>  oilier  OM  (livi>ion5.  tUcpcndaliiliLy  lia^eil  on  i.iiiguvity:  I  V85- full-liiic  liglil-Jiily  trucL  company  rcgislrations.  l:.\cliiJcs  oilier  GM  liivisions.  Tt: 


I  WON  BACK-TO- BACK 
HE  YEAR  AWARDS. 


t»  interior  "positively  decatlenl.    In  fact,  tlie\'  loiuul  nolliing  else  was  lil-ee  Falioe.        iKey  tjave  it  tlieir  liitjliest  award. 

It  s  a  pretty  safe  liet  tliat  wou  11  liiul  just  wKat  you  re  looking  for  in  tlie  Clievv  sport  utility  family. 
Tliere's  Blazer,  witli  tlie  exclusive  Driver  Control  System  and  lire  lii^tiest  \'6  there  is.  I  lie  rugged  and  elegant  lalioe 
witli  llie  Vortec  \^8.  And  the  super-sized,  mega-leatinvd  S idiin-lian.   1  Key  re  truck's  that  hreah 
records  and  hreak  new  ground.  I  Key  re  Che\'y  Trucks.  1  he  most  dependaKle,  lonocst-lasting  trucks  on  tKe  road.' 


LIKE  A  ROCK 


T.  SuKurlian  ami  nilmc  atv  regi^tcrcJ  Imtlemarlcs  ami  Cliew  and  \'.niLV  aru  IrailcmarL-j  of  the  GM  Corp.  ©1 W5  GM  Corp.  All  Iviijlits  Rfservet!.  BlkIcIc  up,  AiiiL-nca! 


Economic  Trends 


BY  GENE  KORETZ 

SANTA'S  GIFT 
TO  RETAILERS? 

A  capital-gains  cut  could  help  them 

Notwithstanding  the  economy's  ro- 
bust 4.2%  gi-owth  I'ate  last  quarter, 
the  omens  point  to  a  bleak  Chiistmas. 
Not  only  were  back-to-school  sales  weak 
this  fall,  but  reports  of  credit-car'd  delin- 
quencies are  gi-owing,  and  many  major 
retailers  say  demand  remains  weak. 

Economist  David  Hale  of  Kemper  Fi- 
nancial Services  Inc.,  however,  thinks 
there's  still  a  fail*  chance  that  anticipation 
of  a  capital-gains  tax  cut  will  boost  con- 
sumer demand  as  Chiistmas  approaches. 
Since  January,  he  notes,  the  value  of 
equities  held  by  U.  S.  households  has 
risen  by  more  than  a  trillion  dollars. 

Over  time,  such  appreciation  tends 
to  stimulate  consumption  through  a 
wealth  effect — that  is,  people  who  feel 
richer  tend  to  loosen  theii"  pui'se  strings. 
But  the  pickup  is  often  diffuse  and  de- 
layed. What  may  accelerate  and 
strengthen  the  effect  this  time  around, 
argues  Hale,  is  the  possibility  that  the 
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40i(k)'s,  AND  OTHER  PENSION  ASSETS 


P*i'esident  antl  the  GOP-led  Congi'ess  may 
soon  agi'ee  on  a  capital-gains  tax  cut 
that  would  be  effective  late  this  year 

"If  that  happens,"  he  says,  "house- 
holds are  likely  to  take  some  capital 
gains  and  spend  pari  of  the  proceeds 
on  last-minute  holiday  shopping." 

In  such  a  scenario,  more  affluent 
households  would  lead  the  way.  One 
reason  retail  sales  were  soft  in  the 
spring  was  that  many  high-income 
households  were  hit  with  deferred  tax 
bills  resulting  from  the  tax  hike  passed 
in  1993.  Now,  such  households  will  be 
able  to  realize  appreciably  larger  after- 
tax capital  gains. 

And  it's  not  only  the  superrich  who 
will  benefit.  The  New  York  Stock  Ex- 


change reports  that  in  1990,  some  8.9 
million  out  of  51  million  individual  share- 
holders had  equity  portfolios  above 
$50,000.  Since  stock  prices  have  doubled 
since  then.  Hale  figiu'es  that  the  nimiber 
of  households  with  equity  holdings  over 
$100,000  now  exceeds  12  milhon.  And 
that  doesn't  count  huge  household  equi- 
ty investments  via  mutual  ftmds  or  pen- 
sion vehicles  such  as  401(k)s. 

Even  if  the  wealth  effect  doesn't  ma- 
terialize before  Christmas,  says  Hale, 
it  could  well  prove  the  key  to  sustained 
economic  gi'owth  next  year. 


DANGER  FOR 
JOB-CHANGERS 

Lots  of  them  lose  health  coverage 

With  legislative  attention  focused 
on  reducing  the  costs  of  Medicare 
and  Medicaid,  the  most  egi'egious  cur- 
rent health-care  problem — the  41  mil- 
lion Americans  who  lack  any  health  in- 
surance at  all — appeal's  to  be  worsening. 
And  the  flexibility  of  U.  S.  labor  mar- 
kets— the  ease  with  which  Americans 
change  jobs — isn't  helping  the  situation. 

A  Commerce  Dept.  sm-vey  found  that 
only  32%  of  3.4  million  men  age  25  to  54 
who  changed  full-time  jobs  from  1991 
to  1993  had  employer-sponsored  health 
insurance  in  their  new  jobs,  compared 
with  49%  with  coverage  under  theii'  old 
employers.  And  among  1.8  miUion  simi- 
lar female  job-changers,  the  incidence 
of  employer-sponsored  coverage  fell 
from  46%-"  to  30%. 


A  NEW  LOOK  AT 
OLD  HIGHFLIERS 

The  'nifty-fifty':  Nifty  after  all 

Remember  the  so-called  "nifty-fifty," 
the  cadre  of  such  fast-growing, 
heavyweights  as  Xerox,  IBM,  and  Coca- 
Cola,  whose  stocks  soared  in  the  early 
1970s  on  the  wings  of  huge  price-eam- 
ings  ratios  only  to  collapse  with  a  thud 
in  the  beai-  market  of  1973-74? 

Wliile  the  consensus  is  that  the  nifty- 
fifty  are  a  classic  example  of  unwar- 
ranted speculative  fever,  Jeremy  J.  Sie- 
gel  of  the  University  of  Pennsylvania's 
Wharton  School  disagrees.  His  study  in 
the  Jounial  of  Poiifolio  Management 
finds  that  the  gi'oup  has  actually  outper- 
foiTned  the  broad  stock  market  ovei'  the 
past  25  years. 

Looking  at  total  returns,  including 


dividends,  Siegel  fuids  that  the  nit' 
ty  badly  lagged  behind  the  overall 
market  in  the  second  half  of  the  i 
but  have  since  outperformed  it  sil> 
cantly.  Indeed,  he  calculates  that  $ 
vested  in  the  stock  market  at  the  s 
of  1971  would  have  gi-own  to  $14.82 
mid-1995  but  that  it  would  have 
$17.38  if  invested  in  a  "frozen"  eqi 
weighted  portfolio  of  the  nifty-fifty 
identified  by  Morgan  Guaranty  T 
Co.).  And  it  would  have  gi-own  to 
if  the  portfolio  had  been  adjusted  ( 
month  so  that  each  of  the  50  stocki 
mained  2%  of  the  total  value. 

"With  the  benefit  of  hindsight,"  i 
Siegel,  "the  nifty-fifty  as  a  gi-oup  s 
well  worth  the  price  paid  by  inves 
dming  the  bull  mai'ket  of  the  eai'ly 


NEED  WORK, 
WON'T  TRAVEL 

Why  some  workers  stay  unemplo; 
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Anew  and  puzzling  problem  is  c: 
ping  up  among  America's  job-se 
ers:  stubbornly  high  long-term  un 
ployment.  The  problem,  of  course 
familiar  to  Europeans,  whose  jobl 
spells  can  last  years.  But  long-t( 
U.  S.  unemployinent — lasting  more  t 
six  months — usually  lises  shaiply  dui 
recessions  and  then  cb'ops  just  as  sh 
ly  during  recoveries. 

Not  in  this  recoveiy.  Since  peakinj 
'92,  the  percent  of  the  unemployed  \ 
have  been  out  of  work  for  sLx  month: 
longer  has  declined  only  about  th 
percentage  points.  In  contrast,  it  fell 
percentage  points  in  the  tlu-ee  years 
lowing  its  previous  peak  in  1983  (cha 
Wliy  are  so  many  of  the  unemplo; 
still  searching  for  work  after 
months?  Part  of  the  answer  may  be 
duced  geographical  mobility.  Aceorxl 
to  Challenger,  Gray  &  Christmas, 
outplacement  fuiti,  ■b^hhhomi 
many  laid-off  man-  LONG-TERM  JOBLES 
agers  ai-e  afi-aid  to  STILL  TOO  MANY 
leave  friends  and 
family  to  take  jobs 
that  may  prove  as 
impermanent  as 
their  former  posi- 
tions. Reluctance 
to  move,  says  the 
fii'm,  is  especially 


PERSONS 

strong       among  unemployed  for 

workers     whose  "T^""" 

spouses  have  se-  pi 1 1  in 

cure,  well-paying  ^p^RCENfof total"  'hi 

jobs  in  their  cur-  unemployed 
rent  locations. 
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JAMES  C.  COOPER  &  KATHLEEN  MADIGAN 


NE  QUARTER  OF  ZIPPY  GROWTH 
^ON'T  SPOIL  THE  SOFT  LANDING 


US.  ECONOMY 


OWER  GROWTH  AHEAD, 
SAY  PURCHASERS 


Is  the  economy  taking  off 
again?  Just  when  the  soft 
ding  seemed  hke  a  done  deal,  along  comes  word 
t  third-quarter  growth  jumped  to  a  4.2%  annual 
e,  a  sharp  speedup  from  the  second  quarter's  1.3% 
wing.  Is  it  time  to  revive  those  worries  about  over- 
iting? 

f  you  are  concerned  that  rapid  growth  will  contin- 
and  set  off  a  round  of  rising  inflation,  tightening 
netary  policy,  and  higher  bond  yields,  you  can  relax. 
:e  any  41^-year~old,  this  expansion  will  experience  a 
iwth  spurt  now  and  then,  and  the  third  quarter's 
s  helped  by  a  couple  of  special  factors.  Moreover, 
fundamentals  necessary  for  a  speeding  economy 
simply  not  in  place  at  the  moment. 

As  a  result,  fourth-quarter 
gTowth  is  most  Ukely  to  settle 
back  to  the  noninflationary 
trend  of  about  2.5%.  In  fact, 
based  on  the  Commerce 
Dept.'s  new  chain-weighted 
measure  of  gross  domestic 
product,  which  will  become 
the  gospel  on  economic  growth 
in  a  month  or  two,  real  GDP 
grew  only  3%  last  quarter. 
Why  the  moderate  outlook? 
tisumer  spending  will  be  Umited  by  job  growth  that 
lalf  of  last  year's  pace  and  by  high  debt  levels  that 
!  beginning  to  burden  some  households.  Low-tech 
)ital  spending,  accounting  for  two-thirds  of  every 
lar  spent  on  new  equipment,  is  slowing  down.  Also, 
!  lift  to  housing  from  this  year's  drop  in  mortgage 
es  is  about  played  out.  And  having  been  caught 
h  excess  inventories  in  the  spiing,  businesses  will  be 
ry  about  building  them  up  again  too  rapidly. 

ANYTHING,  the  microburst  of  growth  in  the  summer 
y  be  stealing  some  pep  fi'om  this  quarter.  The  Na- 
nal  Association  of  Purchasing  Management's  busi- 
es index  took  an  unexpected  spill  in  October.  The 
PM  index  fell  to  46.8%,  from  48.3%  in  September 
art).  The  readings  on  production,  orders,  inventories, 
i  employment  all  weakened  last  month. 
The  NAPM  survey  shows  that  while  the  factoiy  sec- 
•  contracted  in  October,  the  overall  economy  was 
11  growing.  An  autumn  slowdown  was  also  the  view 
the  Federal  Reserve's  survey  of  economic  activity 
:hin  its  12  districts,  prepared  in  advance  of  the  Fed's 
IV.  15  poHcy  meeting. 


OCT.  94  OCT  '95 

PERCENT  REPORTING  IMPROVEMENT 

DWA:  NATIONAL  ASSOCIATION  OF 
PURCHASING  MANAGEMENT 


AQUARTERLY  PERCENT  CHANGE, 
AT  ANNUAL  RATES  'FIXED-WEIGHT  DEFUTOR 
DATA  COMMERCE  DEPT.  BUSINESS  WEEK 


The  so-called  Beige  Book  said  that  "moderate  gi'owth 
in  economic  activity  continued  in  early  fall,  although 
perhaps  at  a  slower  pace."  In  particular,  the  report 
suggested  "a  pause  in  retail  sales  in  some  distiicts."  At 
the  same  time,  the  survey  showed  that  wage  hikes 
remained  "moderate,"  and  the  upward  pressure  on  ma- 
terials prices  was  abating. 

Both  pieces  of  news  suggest  any  inflation  worries  are 
misplaced.  In  the  thii'd  quarter,  the  inflation  rate,  as 
measured  by  the  fixed- weight  price  index,  fell  to  2.1%, 
the  lowest  in  two  years.  The  implicit  price  deflator 
posted  the  smallest  increase  in  32  years. 

Low  inflation  was  a  key 
highlight  in  the  third-quarter  THE  BEST 

GDP  report — especially  since  it  OF  BOTH  WORLDS 
came  at  a  time  when  final 
sales  were  so  strong  (chart). 
Rising  demand  by  consumers, 
businesses,  and  government 
accounted  for  all  of  the  quar- 
ter's advance.  Inventory 
growth  was  as  big  in  the  third 
quarter  as  in  the  second. 

Two  factors  exaggerated  the 
second  quarter's  weakness  and  the  third  quarter's 
strength  in  real  GDP.  One  was  a  10.2%  annual  rate  of 
gain  in  federal  nondefense  pm-chases  last  quarter,  re- 
versing the  second  quarter's  8.6%  drop.  The  govern- 
ment sector  probably  will  subtract  from  fourth-quarter 
gi-owth,  and  amid  budget  cutting,  it  will  not  be  much  of 
a  contributor  next  year.  Swings  in  the  auto  industry 
also  have  skewed  this  year's  economic  performance. 

The  economy's  biggest  sector — consumer  spending — 
rose  at  an  annual  rate  of  2.9%  last  quarter,  following  a 
3.4%  increase  in  the  second  quarter.  Households  are  un- 
likely to  maintain  that  pace,  however  Dmnng  the  past 
two  quarters,  real  aftertax  income  has  risen  at  only  a 
1.6%  annual  rate.  In  fact,  based  on  the  Johnson  Red- 
book  Repori's  survey  of  retailers,  October  sales  at  de- 
partment and  chain  stores  fell  1.8%  from  September. 
That's  another  sign  that  October  was  I'ocky  for  the 
economy. 

STILL,  CONSUMERS  are  not  ready  to  pull  in  their 
horns  entirely.  Their*  optimism  in  this  economy  remains 
too  high  for  all-out  shopper  retrenchment.  The  Confer- 
ence Board's  index  of  consumer  confidence  stood  at  97 
in  October,  little  changed  ft'om  97.3  in  September. 

In  addition  to  a  more  sedate  consumer  sector;  the 
GDP  report  also  showed  a  slowdown  in  capital  spending 
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for  equipment,  mainly  low-tech  industrial  items.  Low- 
tech  spending  rose  at  an  annual  rate  of  3%  last  quarter, 
compared  with  6.5%  in  the  first  half.  High-tech  outlays 
cooled  down  to  a  16.2%  growth  rate,  from  the  fii'st 
half's  31%  gallop. 

Housing  construction  rose  at  a  10.9%  annual  rate 
last  quarter,  the  best  gain  in  VA  years.  But  here  too,  the 
pace  appears  unsustainable.  With  mortgage  rates  bot- 
toming out,  sales  of  new  single-family  homes  are  peak- 
ing. After  hitting  a  high  for  the  year  in  July,  sales  fell 
11.1%  in  August,  and  they  rebounded  only  3.3%,  to 
an  annual  rate  of  727,000,  in  September. 

Ovei'all  constnaction  spending  did  end  the  thii'd  quar- 
ter at  a  lively  pace.  Building  outlays  jumped  1.2%-  in 
September,  the  fourth  straight  increase.  Residential 
and  public  construction  projects  led  the  advance. 

LUMPED  TOGETHER,  businesses,  consumers,  and  gov- 
ernment should  keep  their  spending  rising  steadily,  if 
less  robustly  than  in  the  third  quarter  At  the  same 
time,  though,  rising  inflation  will  remain  out  of  the 
pictui'e.  That's  a  ciuious  notion  when  you  consider  that 
real  wages  are  finally  crawling  into  positive  territory. 

Low  inflation,  however,  is  the  result  of  improving  pro- 
ductivity, which  is  nearly  outpacing  the  gTowth  in  pay- 
roll costs  and  thus  keeping  unit-labor  costs  from  rising 
much.  For  the  third  quarter,  economists  expect  an- 
other good  gain  in  output  per  hour  worked — although 


BENEFITS  LEAD 
THE  COST  SLOWDOWN 


not  near  the  4.8%  surge  of  the  second  quarter — w' 
labor  costs  continued  to  slow. 

The  Labor  Dept.'s  report  on  employment  costs  sb 
that  wages  and  benefits  for  civilian  woi'kers  rose 
0.6%  last  quaiteh  Over  the  past  yeai*,  they're  up  2.7 
the  lowest  pace  since  Labor  began  keeping  record 
1982.  Although  employment  costs  are  not  exactly  equ; 
the  compensation  data  used  to  calculate  unit  labor  col 
both  measui'es  have  been  trending  lower. 

A  shaip  drop  in  the  growth 
of  benefits  is  leading  the 
downwai'd  dnft  in  labor  costs 
(chart).  Smaller  increases  in 
the  cost  of  employee  health 
cai"e  is  the  main  reason.  In  the 
third  quarter,  the  cost  of 
health-care  benefits  was  actu- 
ally lower  than  a  year  earlier. 
Yearly  wage  gi'owth  bottomed 
out  thi-ee  years  ago  and  has 
been  creeping  higher  since 
then.  Thuxl-quarter  pay  was  up  2.8%  from  a  year  ai 

The  small  increase  in  wage  grovrth  has  been 
key  to  keeping  the  expansion  going  while  moderat 
inflation.  And  despite  the  grovrth  spurt  in  the  th: 
quarter,  there  is  little  other  data  to  suggest  that 
economy  won't  return  to  the  slow-growth,  low-in: 
tion  trend  sought  by  the  Fed. 
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STABLE  ECONOMY,  SHAKY  GOVERNMENT 


Spain's  economy  will  head  into 
1996  amid  slower  growth,  sta- 
ble inflation  and  interest  rates, 
and  political  uncertainty. 

As  expected.  Parliament  on  Oct. 
25,  led  by  the  opposition  Partido 
Popular,  rejected  the 
1996  budget  submitted 
by  the  minority  gov- 
ernment of  Prime  Min- 
ister Felipe  Gonzalez. 
The  defeat  was  the  So- 
ciaUsts'  fu"st  in  12 
years  of  mle.  The 
vote,  aimed  at  forcing- 
general  elections  be- 
fore the  March  date 
set  by  Gonzalez,  was  a 
thumbs  down  on  the  gox-ernment 
and  not  on  the  deficit-cutting  bud- 
get. Regardless  of  election  timing, 
polls  suggest  that  the  center-right 
pp  will  win,  an  outcome  that  the 
financial  markets  would  welcome. 


SLOW  OUTPUT  WILL 
HURT  THE  ECONOMY 


SPAIN'S  

INDUSTRIAL 
PRODUCTION  — 
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The  1995  budget,  which  will 
yield  a  deficit  close  to  the  target- 
ed 5.9%  of  gross  domestic  prod- 
uct, will  be  rolled  over  into  1996. 
In  an  effort  to  cut  the  deficit  fur- 
ther, the  government  will  use  a 
decree  law,  for  now 
requiring  only  Cabi- 
net approval,  aimed 
at  implementing  piec- 
es of  the  proposed  '96 
budget.  That  draft 
targeted  the  deficit  at 
4.4%  of  GDP,  but  ana- 
lysts think  5%  is 
more  reahstic. 

That's  partly  be- 
cause of  the  govern- 
ment's optimistic  economic  as- 
sumptions: 3.4%  growth  and  3.5% 
inflation.  Analysts  generally  ex- 
pect grovi^h  next  year  no  higher 
than  this  year's  projected  3% 
pace.  Inflation,  headed  toward 


4.5%  in  1995,  vdll  hang  above  thai 
rate  in  1996. 

The  economy  already  is  show- 
ing signs  of  slowing  from  the  sec- 
ond quarter's  3.2%  annual  growth 
rate.  Consumer  spending  will  re- 
main sluggish,  as  lower  wage  in- 
creases and  worry  over  future 
pension  benefits  hurt  consumer 
confidence.  Construction,  a  grovel 
leader,  is  set  to  slow  because  of 
budget  cuts  and  higher  mortgage 
rates.  Exports  also  are  slowing, 
but  so  are  imports.  The  main 
strength  is  capital  spending, 
buoyed  by  strong  profits.  Still,  in- 
dustrial production  is  losing  stearajn 
(chart). 

The  Bank  of  Spain  will  Hkely 
hold  interest  rates  steady  in  com- 
ing months,  at  least  until  a  re- 
strictive budget  is  in  place.  Then, 
if  inflation  stays  tame,  the  way 
may  be  clear  for  a  rate  cut. 
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We  say,  "What  about  the  S/390  Server?^'  Ah,  everybody  wins. 


th  the  System/390"  Parallel  Enterprise  Server^ 
a  get  the  advantages  of  clumt/server  computing, 
thout  giving  up  the  safety  and  reliability  your  busi 
ss  depends  on  Irom  your  current  system.  All  wliilt 
sping  your  existing  system  investment  intact. 

For  starters,  the  S/390'  servers  run  hot 
w  UNIX"  and  client/server  software  from  IBM 
d  other  leading  companies 
eluding  DB2t  Sybase  Open 
ient/Open  Server,  People  Soft  HRMS  and  Tuxedo. 

What's  more,  by  connecting  tiie  S/390  server  to 
ur  PC,  UNIX  and  other  networks,  you  can  easily 
mage  your  entire  network  system  from  any  location. 

For  your  current  mission-critical  applications. 


si-    t  oiv 


Can   your  server 


there  are  a  variety  ol  programming  tools  that  II  make 

^    them  more  user-lri«'ndly.  and  that  should  make  ev(>ry- 

one  a  lot  more  |)rf)ductive.  While  object-oriented  tools 

make  it  easier  to  develop  new  and  more  powerful 

ap|)lications  to  run  on  the  S/390  server. 

\nd  because  its  designed  with  an  availability 

that  exceeds  <)<).99%,  the  S/390  server  is  built  to  help 

,       .  I  .     o      ketM)  your  business  riuminii. 
d  o    t  h  I  s  ^  '  ^ 


To  see  Ikjw  far  the  S/390 
Parall(>l  Enterprise  Server  can  take  your  business,  call 
1  800  lBM-333.3:  ext.  CA202.  Or,  turn  to  http://www. 
s390.ibm.com  on  the 
Net.  We  think  you'll  like 

what  we  have  to  say.  -—  ~        ~  ~, 

Solutions  for  a  small  planet" 


laba,  call  1 800 IBM-4Y0U,  exi  CA202-The  IBM  home  page  can  beloundatlitlp//wwwibmcom  IBM,  Syslem/390.  S/390  and  DB2  ate  tegisleted  Itadematks  and  System/390  Parallel  Enlerptise  Server  and  Solulions  lor  a  small  planel  are  trademarks  ol  International  Business 
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AT&T  is  jumping 
back  into  local 
service-but  it 
won't  be  cheap 


13.5  billion.  Keep  that  number  in 
mind  as  you  marvel  at  how  much 
|AT&T  is  willing  to  spend,  the  regu- 
latory hassles  it  will  have  to  en- 
dure, the  acquisitions  it  might  make  in 
the  coming  years  to  get  into  local  call- 
ing. That's  because  $13.5  bilHon  is  what 
AT&T  shells  out  evei-y  year  to  the  na- 
tion's local  phone  companies  for  access 
to  their  networks.  That  constitutes 
about  40%  of  AT&T's  cash  operating  costs 
and  equals  almost  one-third  of  its  total 
revenue. 

It's  a  number  that  is  sparking  the 
next  gi-eat  battle  in  telecommunications: 
In  an  effort  to  shed  the  expense  of  ac- 
cess charges,  at&t  is  gearing  up  to  com- 
pete with  local  phone  companies  on  their 
own  turf.  On  Oct.  26,  at&t  finally  an- 
nounced that  it  will  offer  local  sei-vice 
anywhere,  any  time  that  it  is  allowed, 
for  the  first  time  since  being  forced  out 
of  the  business  in  1984 
by  the  Justice  Dept. 

In  the  next  few 
weeks,  say  sources 
close  to  the  compa- 
ny, AT&T  will  un- 
veil a  partnership 
with  one  or  more 
so-called  alterna- 
tive access  pro- 
vider, allowing  it 
to  bundle  local, 
long-distance, 
and  cellular  ser- 
vices— even,  pos- 
sibly,   cable  TV 
and  enhanced  fea- 
tures    such  as 
voice  mail — into  a 
single  AT&T-brand 
offering.  "We  will 
fight  for  the  right  to  , 
give  our  customers  a 
choice  for  local  service 
thi'ough  every  option  open  lo 
us,"  Chairman  Robert  E.  Al 
len  said  in  a  statement. 

In  its  momentous  undertak- 
ing, AT&T  is  well  behind  rivals. 
Sprint  Corp.  has  been  develop- 
ing a  local-service  strategy  for  more 
than  a  year,  tlu'ough  its  alliance  with 
three  of  the  nation's  top  cable-TV  opera- 


AT&T 's  entry 
into  local 
phone  service 
likely  will  com- 
bine parts  of 
four  less-than- 
perfect  options 


BUY  USED 


AT&T  could  buy  local  network  capacity 
from  existing  phone  companies  at 
wholesale  prices,  then  resell  it  to 
consumers. 

PROS:  AT&T  could  leap  into  the  busi- 
ness immediately. 

CONS:  It  would  be  tough  to  make  money 
unless  local  carriers  discount  steeply. 


START  OVER 


By  building  its  own  competing  lo 
phone  systems,  AT&T  could  bypa 
ing  local  carriers. 


PROS:  AT&T  could  have  compU 
trol  and  save  of  billions  in  access 
long-distance  calls. 

CONS:  A  network  could  cost  $5 
or  more,  and  take  several  years  t 


tors.  And  MCI  Communications 
Corp.  has  spent  $600  million 
during  the  past  two  years  to 
build  local  networks  in  17  cities. 
AT&T,  meanwhile,  has  only  dab- 
bled in  local  service  in  Roches- 
ter, N.  Y. 

LONG  HAUL  One  stimibling  block 
has  been  legislation  that  strictly 
limits  the  long-distance  compa- 
nies' abilities  to  offer  local  ser- 
vice. But  telecommunications-re- 
form legislation,  expected  to  be 
hammered  out  by  Christmas,  would 
throw  the  local-calling  market  wide 
open  to  competition.  And  at&t  itself 
removed  the  other  banner:  On  Sept.  20, 
it  said  it  would  spin  off  its  Network 
Systems  equipment  unit,  whose  biggest 


customers  are  the  local  carriers.  F 
years,  AT&T  was  reluctant  to  do  batt 
vrith  those  big  spendei-s.  Now,  the  glov 
are  off. 

The  fight,  however,  will  be  tough.  Ai 
the  options  all  are  expensive.  The  cos 
of  constructing  a  new  national  phoi 
network  from  scratch,  for  instanc 
would  be  exorbitant.  Royce  J.  Hollan!' 
president  of  alteiTiative  local  carrier  mi 
Communications  Co.,  estimates  that 
would  take  some  $5  bilhon  and  the  re; 
of  the  decade  for  at&t  to  bmld  local  sy 
terns  just  in  the  50  largest  markets. 

Instead,  at&t  might  decide  to  buy 
company  that  already  has  access — sue 
as  MFS,  which  serves  businesses  in  4 
cities.  Alternatively,  it  could  acquire  c| 
partner  with  cable  opei'ators  Time  Waj' 
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GO  WIRELESS 

■ 

cCaw  deal  gives  it  a  cellular 
;overing  30%  of  the  U.  S.;  throw 
id  the  number  hits  80%. 


AT&T  could  bypass  Baby  Bells  by 
hitching  up  with  cable  companies  or 
alternative  local  carriers. 


lobile  phones  are  booming,  so 
%  would  be  easy.  Plus,  there 
no  long-distance  access  fees. 

bandwidth  capacity  can't  yet 
nation's  wired  network. 


PROS:  Bye-bye,  access  fees. 

CONS:  It  will  take  years  to  upgrade 
most  cable  systems  to  cany  voice  traf- 
fic, and  Sprint  already  has  a  deal  with 
three  of  the  largest  cable  companies. 


•  Inc.  or  Continental  Cablevision  Inc., 
ther  of  which  have  joined  the  Sprint 
iance.  An  acquisition  wouldn't  be 
;ap,  either — mfs  has  a  market  valua- 
n  of  $3  billion.  And  only  a  handful 
cable  systems  have  been  upgi'aded 
offer  phone  service.  Either  route, 
mgh,  would  jump-start  at&t's  inde- 
idence  from  access  fees,  giving  it  di- 
•t  access  to  customers. 
For  local  phone  companies,  that's  a 
•nacing  prospect,  ubs  Secunties  Inc. 
ilyst  Linda  B.  Meltzer  estimates  that 
die  AT&T  may  lose  10%  of  its  long- 
tance  customers  to  the  Baby  Bells 
ring  the  next  few  years,  the  Bells 
lid  lose  anywhere  from  20%  to  40%  of 
jir  local  customers  once  at&t  enters 
i  market,  at&t's  edge:  It  will  be  able 


to  bundle  together  local,  long-distance, 
and  international  calling,  a  cellular  ser- 
vice, Internet  access,  even  a  credit  card 
to  pay  for  it  all.  Most  of  all,  at&t  has  a 
brand  name  that  is  virtually  synony- 
mous with  phones  and  spends  $700  mil- 
lion a  year  on  advertising. 
GORILLA  WARFARE.  The  result:  Big-time 
credibility.  A  recent  Morgan  Stanley  & 
Co.  sm-vey  foimd  that  only  at&t  inspires 
brand  loyalty  among  phone  customers. 
In  the  local  residential  market,  30%  of 
those  asked  said  that  if  prices  were  the 
same,  they  would  switch  to  at&t.  "They 
ai'e  not  coming  in  as  a  beggai'  with  a  tin 
cup,"  says  Thomas  J.  Reiman,  Ameri- 
tech  Corp.'s  senior  vice-president  for 
state  and  governmental  affairs.  "Truly, 
AT&T  is  the  800-pound  gorilla." 


TURF  BATTLE:  Telecom  reform  should 
throw  the  local  market  wide  open 


For  now,  though,  this  gorilla  has  little 
choice  but  to  rely  on  the  Bells'  net- 
works. "The  only  way  in  is  through  re- 
sale," says  Joseph  P.  Naccio,  head  of 
AT&T's  consumer  calling  business.  "It's 
just  the  prudent  way  to  start."  The 
problem:  It's  nearly  impossible  to  make 
money  in  resale  unless  the  dominant 
carrier  offers  significant  reductions  off 
retail  prices,  att,  which  was  forced  to 
give  a  55%  discount  to  MCi  and  Sprint 
when  competition  started  in  long  dis- 
tance, wants  Washington  to  require  the 
Bells  to  offer  discounts  of  25%  to  35%. 

The  Republicans  dir-ecting  telecom  leg- 
islation would  prefer  to  leave  pricing  up 
to  the  mai'ket.  In  some  cases,  that  could 
be  the  right  solution.  "We  figui'e  at&t 
will  come  in  as  a  reseller  and  stimulate 
the  hell  out  of  the  market,"  says  Richai'd 
A.  Jalkut,  president  of  Nynex  Corp.'s 
telecommunications  gi-oup.  "We'll  end  up 
growing  our  wholesale  business."  So 
Nynex  plans  to  offer  resale  prices  low 
enough  to  prevent  AT&T  and  others  fi"om 
building  a  competing  infi-astnictm'e. 
WIRELESS  WONDERS.  Ultimately,  though, 
AT&T  can  only  control  its  own  service 
if  it  owns  its  own  network.  And  that 
won't  happen  anytime  soon.  Naccio 
notes  that  at&t  owns  just  136  highly 
advanced  digital  switches  across  the 
U.  S.,  while  Ameritech  has  half  that 
number  in  Chicago  alone.  "There  is  a 
myth  going  around  that  we  have  some 
big  secret  network  just  waiting  to  han- 
dle local  service,"  says  Naccio.  "But  all 
our  switches  operate  at  engineered 
capacity.  We  do  not  have  suiplus  assets 
lying  around." 

What  it  does  have  is  wireless.  AT&T's 
cellular  network  covers  30%  of  the  na- 
tion's population.  The  licenses  it  owns 
for  the  new  Personal  Communications 
Service  (pes)  will  give  it  80%-  coverage. 
If  offered  comparable  price  and  i-eliabil- 
ity,  analysts  say,  most  customers  will 
choose  mobile  phone  service  over  their 
wired  phone.  And  equipment  is  reacMng 
the  market  that  will  address  wireless' 
capacity  limitations. 

Naccio  cautions  that  wii-eless  local  ac- 
cess "is  not  imminent."  But  at&t's  na- 
tional network  should  be  in  place  in  1997, 
and  analysts  figiu-e  that  by  2000,  wii-eless 
will  emerge  as  a  real  thi-eat  to  stationaiy 
local  sei-vice.  It  isn't  hard  to  figiu'e  how 
AT&T  will  find  the  .$2  billion  to  ,$3  billion 
that  constniction  of  such  a  liigh-capacity 
wireless  network  will  cost.  Just  keep 
thinking:  $13.5  billion. 

By  Catherine  Amst  in  New  York, 
with  Mireau  reports 
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THE  ECONOMY 


WHAT  IF 

UNCLE  SAM  DEFAULTS? 

The  consequences  should  give  pause  to  Gingrich's  gang 


First,  foreign  investors  get  edgy. 
Fearing  they  won't  collect  on  bil- 
lions in  overdue  U.  S.  Treasury  se- 
curities, they  start  unloading  then-  hold- 
ings. The  dollar  swoons.  Wall  Street 
holds  out  a  little  longer,  but  soon  the 
selling  pressure  erupts.  Falling  bond 
prices  push  up  interest  rates,  perhaps  a 
quarter  of  a  point.  Then  lawyei-s  fly  into 
action,  arguing  that  pension  and  tnist 
fund  niles  require  funds  to  dump  hun- 
dreds of  billions  in  bonds. 

A  scenaiio  for  The  Great  Panic  of  '951 
It  could  come  close — if  Washington's  bit- 
ter budget  battle  forces  the  Treasury  to 
default  on  its  debt  for  the  first  time  ever 
Not  since  Alexander  Hamilton  persuaded 
the  Constitutional  Convention  to  assiune 
the  states'  Revolutionaiy  War  debts  in 
1787  has  the  U.  S.  missed  a  payment  on 
its  obligations.  Now,  Washington  is  skat- 
ing ever  nearer 

On  Nov.  1,  with  the  debt  pressing 
vnthin  $14  billion  of  the  $4.9  trillion 
debt  ceiling,  Tr-easury  said  it  may 
have  to  delay  an  auction  of  more 
than  $100  billion  in  notes  and  bonds 
scheduled  for  Nov.  7-9.  At  a  meet- 
ing the  same  day.  President  CUn- 
ton  failed  to  reach  a  compromise 
with  GOP  leaders  to  temporarily 
increase  the  debt  limit.  Vows 
House  Speaker  Newt  Gingrich 
(R-Ga.):  Congress  won't  gi-ant  a 
long-term  increase  in  the  debt  ceiling 
until  the  President  capitulates  to  GOP 
tax  and  spending  cuts. 
HOBSON'S  CHOICE.  Given  the  gi'ave  con- 
sequences of  a  default,  investors  are 
betting  calmer  heads  eventually  will 
prevail.  Traders  appear  confident  that 
Washington  will  head  off  default  and 
come  up  with  a  budget-balancing  plan — 
which  is  one  reason  long-tenn  interest 
rates  have  been  falhng,  despite  Gin- 
giich's  threats.  The  dollar  also  has 
risen  lately,  reflecting  confidence 
overseas.  "It's  like  The  Perils  of 
Pauline,"  says  economist  Bruce 
Steinberg  of  Merrill  Lynch  &  Co. 


"The  government  gets  tied  to  the  tracks 
once  more  but  somehow  never  gets 
shced  by  the  train." 

But  what  would  happen  if  the  un- 
thinkable comes  to  pass  and  the  U.  S. 
government  actually  does  default  on  its 
obligations?  Ti'easury  expects  to  exhaust 
its  bon'owing  capacity  and  cash  resei-ves 
duiing  the  week  of  Nov.  6 — and  faces 


$100  biUion  in  interest  and  principal 
ments  by  Nov.  16.  At  that  point,  Cli 
could  face  a  choice  between  the  11 
and  the  unthinkable.  In  theory,  he  cj 
tap  the  $1.2  trillion  the  government 
parked  in  Medicare,  highway,  and  o 
trust  funds.  But  after  President  Ij 
gan  dipped  into  the  Social  Security  t 
fund  dmnng  a  similar  row  in  1985,  ( 
gi"ess  made  it  illegal  to  tap  the  m 
fimds  for  anything  but  benefits. 
WORSE  NEWS.  Even  so,  Clinton  p: 
ably  would  opt  for  a  legal  donnybr 
over  the  alternative:  letting  million 
bondholders  lose  principal  and  intei 
If  that  happened,  foreign  investoi 
who  own  25%  of  privately  held  Tr 
uries — wouldn't  wait  for  even  a  qi 
political  settlement.  "We  may  se 
markdown  of  U.  S.  assets  if  there's 
mendous  disruption  of  the  financ 
schedule,"  says  George  Magnus,  c 
international  economist  at  Union  B 
of  Switzerland  in  London.  U.  S.  b( 
traders  would  follow,  and  the  contag 
would  soon  spread  to  stocks. 

Tlie  long-temn  effects  would  cost  e 
more.  T:-eastuies  would  no  longer  be 
world's  safest  secmities.  Investors  wc 
demand  a  "risk  premium" — and  ev 
0.1  percentage  point  added  to  ra 
eventually  increases  Washington's 
nual  interest  tab  by  $5  billion 
could  pay  for  lots  of  education  p 
gi-ams  with  the  extra  interest,"  s; 
Clinton  economic  adviser  Joseph 
Stiglitz.  The  same  0.1 -point  r; 
hike  would  knock  $8  billion  off 
value  of  bonds  held  by  pensi( 
and  add  $800  million  in  ann 
interest  costs  for  homeovmers  w 
adjustable-rate  mortgages. 
Republican  hai'd-liners  insist  tl 
such  a  disi-uption  is  a  small  price  to  p 
for  the  benefits  of  a  balanced  budg 
But  there's  little  evidence  that  default 
necessary  to  get  to  that  end.  After  < 
Clinton  is  willing  to  negotiate.  "Gingri 
doesn't  want  to  see  Chnton  on  natioi 
TV  saying:  'I'm  raiding  the  Social  S 
curity  trust  fimd  because  the  Repub 
cans  forced  me  to  do  it,' "  says  L.  Dou 
las  Lee  of  hsbc  Washington  Analysis, 
investor  advisory  firm.  The  risk  of  tri 
gering  the  next  step — default — shou 
be  enough  to  persuade  Washington 
shelve  The  Great  Panic  scenario  f 
good. 

By  Mike  McNamee  in  Washingto 
with  Bill  Javetski  in  Paris 


A  default  would  mean  dumped  bonds,  a  weaker  dollar, 
and  higher  interest-just  for  starters 
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•LITICS 


HE  MEDICARE  HUNTERS 
AY  GET  MAULED 

IS  the  GOP  grabbed  a  gray  tiger  by  the  tail? 


,  lor  nine  months,  Representative 
I  Dick  Zimrner  (R-N.J.)  marched  loy- 
ally with  the  revolutionary  shock 
)ps  of  House  Speaker  Newt  Gingrich 
Ga.).  He  cast  some  25  votes  for  a 
meed  budget  and  hectored  comrades 
itand  firm.  "We  have  talked  the  talk. 
w  it  is  time  to  walk  the  walk,"  Zim- 
r  said  last  May. 

iut  when  it  came  to  votes  in  late 
,ober  to  overhaul  ^ 
dicare  and  balance 
budget,  Zimmer 
m't  walking,  he  was 
inting — in  the  other 
ection.  "The  bill  in 
current  form  is  un- 
'  to  New  Jersey," 
imer  declared,  after 
ting  a  vote  against 
GOP  plan. 

The  Garden  State 
maker  isn't  Wash- 
ton's  only  anguished 
publican.  There  is  a 
iwing  fear  that  the 
ty  may  have  hooked 
osing  issue  when  it 
:ided  to  wring  $270 
ion  in  savings  out  of 

Medicare  program 
;he  same  time  it  was 
ting  taxes  by  $245  billion.  A  New 
•k  Times/CBS  News  poll  conducted 

22-24  found  that  only  26%  of  Amer- 
ns  approved  of  the  Republican 
dicai'e  overhaul,  while  57%  disliked  it. 
d  a  Washington  Post/ABC  News  poll 
nd  that,  by  58%  to  38%,  voters  favor 
aving  Medicare  services  basically  as 
y  are  now,"  even  if  it  means  failing 
balance  the  budget. 
The  trouble  for  the  GOP  doesn't  end 
ire.  Statehouse  Republicans  across 
I  country  are  grumbling  that  their 
•ty's  budget,  which  shifts  responsibil- 

for  social  programs  while  capping 


federal  aid,  could  force  Republican  gov- 
ernors to  cut  services  or  raise  taxes. 

Already,  the  Medicare  issue  has  en- 
gxilfed  the  1996  gop  Presidential  con- 
test. Populist  outsider  Patrick  J. 
Buchanan  is  airing  ads  blasting  Con- 
gress for  balancing  the  budget  "the 
wrong  way."  He  demands  cuts  in  foreign 
aid  and  congi-essional  pensions  "before 
we  cut  Medicare  for  senior  citizens." 


OCTOBER  SURPRISE:  Sejiiors  rally  in  the  capital  in  support  of  Medicare 


For  now.  Hill  Republicans  are  stick- 
ing to  their  mantra:  They're  not  cut- 
ting Medicare,  they're  slowing  the  pro- 
gi-am's  growth.  But  Buchanan's  broadside 
has  flustered  many.  And  Senate  Majori- 
ty Leader  Bob  Dole  (R-Kan.)  dug  a 
deeper  hole  on  Oct.  24  when  he  told 
the  activist  American  Conservative 
Union  that  he  opposed  Medicare  as  a 
young  House  member  in  1965  "because 
we  knew  it  wouldn't  work." 

That  comment  could  haunt  Dole's 
Pi'esidential  campaign — and  '96  go?  con- 
gressional candidates.  Democi'ats  seized 
upon  it  as  evidence  of  a  shadowy  con- 


Backlash  in  the  Making? 


spiracy  to  gut  Medicare.  Senator  Phil 
Gramm  (R-Tex.),  Dole's  bitter  gop  ad- 
versary, quickly  pledged  allegiance  to 
Medicare  and  blamed  Dole  for  "handing 
the  Democrats'  public-relations  machine 
ammunition  to  scare  senior  citizens." 

The  Democrats  are  heartened.  The 
Post/ABC  poll  found  that,  for  the  first 
time  since  the  1994  election,  more  voters 
say  they  would  pi'efer  a  Democrat  to 
represent  them  on  Capitol  Hill.  "Newt 
has  led  his  troops  over  the  cliff  without 
a  blindfold,"  chortles  Democratic  poll- 
ster Mark  Mellman. 

TAKING  NO  CHANCES.  GOP  strategists 
insist  Republicans  will  rebound  when 
voters  learn  they  saved  Medicare  from 
banki'uptcy.  "We  are  at  about  the  bot- 
tom end  of  where  we  go  in  the  poll 
numbers,"  predicts  National  Republi- 
can Congi'essional  Com- 
mittee Chairman  Bill 
Faxon  (R-N.Y.).  "The 
Democrats  have  over- 
played their  hand." 

Still,  GOP  incumbents 
are  not  taking  any 
chances  back  home. 
Representative  Phil 
English  (R-Pa.)  has  set 
up  his  own  Medicare 
"advisory  boai'd"  to  lis- 
ten to  constituents'  com- 
plaints. And  Represen- 
tative Robert  W.  Ney 
(R-Ohio),  whose  district 
is  heavily  Democratic, 
has  scheduled  seniors' 
forums  to  explain  the 
GOP  program.  "We've 
got  to  work  intensively 
in  the  next  two  months 
to  make  sure  people  ai-e  not  so  polaiized 
they  won't  listen  to  us,"  he  says. 

Meanwhile,  gop  dissenters  are  being 
roasted  by  fellow  Republicans.  Conser- 
vatives accuse  Zimmer  of  betrayal.  "It 
was  an  act  of  cowardice,"  thunders  gop 
state  senator  Dick  LaRossa.  "I  don't 
think  Dick  Zimmer  has  the  stomach  for 
a  tough  fight." 

So  far,  just  a  few  revolutionaries 
have  fled  under  fii'e.  But  gop  loyalists 
wonder  whether  they  will  end  up  he- 
roes or  martyrs. 

By  Richard  S.  Dunham 
in  Washington 


rom  what  you  know  of 
ie  Republican  plan  to 
hange  Medicare,  do 

OU: 

pprove  26% 

isapprove  57% 


If  GOP  spending  and  tax 
plans  are  passed,  will 
the  budget  be  balanced 
by  2002? 

Yes  12% 

No  81% 


Whom  do  you  trust  more 
to  make  decisions  about 
budget  balancing? 

President  Clinton  39% 

Congressional 

Republicans  44% 


If  you  had  to  choose, 
would  you  prefer: 

Cutting  taxes  35% 

Balancing  the 

federal  budget  60% 


DATA:  NEW  YORK  TMS/CBS  NEWS  POLL  Of  1,077  ADULTS  CONDUCTED  OCT.  22-24 
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PEOPLE 


SHAHERING  THE  AFL-CIO'S 
GLASS  CEILING 

Linda  Chavez-Thompson  reflects  the  union's  new  diversity 


Linda  Chavez-Thompson  learned  at 
age  16  how  to  stage  a  job  action. 
One  of  eight  cliildren  bom  to  diit- 
pooi'  shai'ecroppei-s  in  Lubbock,  Tex.,  she 
was  elected  by  her  siblings  to  present 
their  dad  with  a  demand — he  had  to  al- 
low their  overworked  mother  to  stay 
home  from  picking  cotton  and  get  some 
rest.  Othei-wise,  the  kids  would  refuse 
to  work.  "I  just  walked  right  in  there," 
she  recalls.  "But  I  was  sweating  the 
whole  way."  Her  dad  acquiesced,  boasting 
later  that  his  daughter 
was  a  born  labor  leader. 

Today,  the  51-year- 
old  Mexican-American 
is  still  standing  up  for 
solidarity.  She  now  rep- 
resents 13  million 
American  workers  as 
the  fii"st  executive  vice- 
president  of  the  AFL- 
CIO,  a  new  position  rat- 
ified by  the  organization 
on  Oct.  25  after  a  bitter 
election  battle.  And  she 
faces  an  even  tougher 
fight  convincing  critics 
that  she's  more  than  a 
token  appointment  in  a 
hierarchy  that  remains 
mostly  white  and  male. 
OUTSIDER.  No  woman 
or  Hispanic  has  evei' 
held  such  a  high  office 
in  the  afl-cio's  109-year  liistury.  In  ap- 
pointing Chavez-Thompson,  the  union  is 
trying  to  respond  to  changes  that  have 
made  women  and  minorities  organized 
labor's  fastest-growing  segments.  Mas- 
sachusetts Institute  of  Technology  labor 
expert  Thomas  A.  Kochan  calls  her  elec- 
tion "essential"  to  reciaiiting  a  more  di- 
verse AFL-CIO  membership.  Adds  new 
AFL-OIO  President  John  J.  Sweeney:  "I 
wanted  someone  for  my  executive  vice- 
president  who  lived  and  woi'ked  outside 
of  Washington.  Someone  who  knew  what 
it  was  like  to  go  door-to-door  organiz- 
ing and  to  come  home  at  night  dead- 
tired  and  foot-sore." 

Labor  is  fighting  tough  demogi'aphic 
trends.  Membership  in  the  afl-cio,  a 
federation  of  78  unions,  has  sunk  to 
15.5%  of  the  workforce,  down  from  35% 
during  its  heyday  in  the  1950s.  In  the 


past  decade,  men  have  slipped  from  67% 
of  all  union  workers  to  60%.  Meanwhile, 
women  have  increased  their  imion  mem- 
bership from  33%  to  40%.  Blacks  now 
account  for  15%>,  Hispanics  8%. 

Chavez-Thompson's  mission:  tap  the 
gi'owth  markets.  On  Oct.  31,  her  fii'st 
day  in  Washington,  she  outlined  a  vague 
but  ambitious  plan  to  reach  out  to  disaf- 
fected workers  traditionally  neglected 
by  the  upper  ranks  of  oi'ganized  labor. 
Among  her  responsibilities  are  coordi- 


nating W  illi  I II! ire  than  a  thousand  state 
federations  and  central  labor  councils 
and  leveraging  the  lobbying  power  of 
AFL-CIO  suppoit  gi'oups  such  as  the  Co- 
alition of  Labor  Union  Women.  Plus, 
she  will  try  to  pull  in  new  members  by 
forging  coalitions  with  women's  and  civ- 
il rights  gi'oups. 

Sweeney  plans  to  boost  speriding  on 
such  grassroots  organizing  seven-fold, 
to  $20  million  a  year,  about  one-third 
of  the  AFL-cio's  budget.  "We  need  to 
convince  [nonunion]  workers  that  we 
are  the  voice  that  will  not  back  down," 
says  Chavez-Thompson. 

Supporters  say  Chavez-Thompson  is 
well-suited  for  the  job.  She's  tough  as 
nails,  having  forged  a  career  as  a  union 
organizer  for  the  expanding  American 
Federation  of  State,  Coimty  &  Mimicipal 
Employees  (afscme)  in  union- waiy  Tex- 


as. Associates  say  she  combines  a  tii 
for  schmoozing  power  brokers  vsi| 
steely  resolve  on  workers'  rights 
1980,  for  instance,  she  helped  save| 
jobs  of  33  workers  at  a  San  Ant  v 
junior  college  by  organizing  a  dri\ 
oust  three  college  tnastees. 
FEELING  HEAT.  As  an  early  camp;,.- 
supporter  of  fonner  Texas  Govemor  h 
W.  Richards,  Chavez-Thompson  w; 
shy  about  making  use  of  her  acces 
the  governor  One  example:  In  1992 
enhsted  Richards  to  kill  a  proposal 
would  have  weakened  sentencing  gii 
lines  for  assaulting  correctional  offii 
who  ai'e  afscme  members.  And  her 
itancy  is  in  step  with  the  new  tone  1  k 
set  at  the  afl-cio  by  Sweeney  arn  i : 
No.  2,  former  United  Mine  Workere  I ' 
ident  Richard  L.  Trnmka.  As  reci  i 
as  Aug.  31,  Chavez-Thompson  landn 
jail  on  civil  disobedience  charges  w  . 


LINDA  CNAVEZ-THOMPSON 


AGE:  51 


HOMETOWN:  Lubbock,  Tex. 


BACKGROUND:  Mexican-Ameri- 
can; daughter  of  a  sharecropper, 
Began  picking  cotton  at  age  10  fo 
30(Z  an  hour.  Joined  the  American 
Federation  of  State,  County  &  IVIu 
nicipal  Employees  (AFSCME)  as  a 
field  rep  in  1971.  Rose  to  become 
executive  director  of  Texas  counci 
Now,  executive  vice-president  at 
the  AFL-CIO. 


f: 


QUOTE:  "I'm  a  woman  and  I'm  tar 
and  I'm  from  Texas.  I  represent  the 
America  that  organized  labor  has 
tended  to  overlook." 

demonstrating  with  hotel  workers  in 
Francisco. 

Still,  Chavez-Thompson  faces  a  dau^ 
ing  challenge.  She  has  taken  heat 
deigning  to  nm  for  the  newly  creat 
$165,000-a-year  job,  which  critics  cons 
er  a  waste  of  money.  Others  doubt  s 
has  the  experience  to  do  the  job. 
the  two  years  that  she's  served  on  t 
AFL-CIO  executive  council,  she's  or 
spoken  once,"  gi'ouses  one  vice-presidei 

But  Chavez-Thompson  discounts 
criticism.  "I've  walked,  talked,  and  do 
everything  a  labor  leader  has  need 
to  do  to  protect  her  workers.  I'm  n 
ashamed,"  she  says.  If  labor  is  to  rega 
its  place  as  a  major  pohtical  force 
must  unite  and  expand,  she  says.  On 
again,  the  sharecropper's  daughter  mu 
show  she  can  drive  a  hard  bargain. 

By  Mary  Beth  Regan,  in  Washingt: 
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OXY  BATTLES 


0  ONE  IS  LAUGHING 
r  BEN  LeBOW  NOW 

1  may  intend  to  force  a  spin-off  at  RJR-or  to  sell  it  Liggett 


has  been  quite  a  year  for  Bennett 
5.  LeBow.  The  Miami  financier  has 
leaned  up  the  tangle  of  companies  at 
loke  Group  Ltd.,  his  pi-imaiy  holding 
ipany,  by  spinning  off  a  computer 
sidiary  to  shareholders  and  shedding 
take  m  a  sports  trading-card  com- 
ly.  He  has  spent  money,  too,  snatch- 
up  a  small  broker-dealer/investment 
ik  and  an  interest  in  a  Brazilian  air- 
ne  manufacturer, 
fhen  there's  his  somewhat  larg- 
quarry:  rjr  Nabisco  Holdings 
"p.  Together  with  financier  Carl 
Icahn,  LeBow  has  amassed  a 
7c  stake  in  the  fi  lod  and  tobacco 
ipany.  And  on  Oct.  30,  the  two 
lounced  their  intention  to  pro- 
;e  a  nonbinding  resolution  to 
it  up  rjr's  two  businesses.  If 
:  doesn't  respond  to  a  positive 
,8  on  the  measure,  LeBow 
eatens  to  replace  its  directors 
,h  his  own.  "Why  wait?"  says 
Bow.  "There's  value  there  to  be 
ocked." 

^.  few  months  ago,  such  bluster 
med  laughable.  LeBow,  after  all, 
ked  like  a  corporate  loser — a 
der  who  had  never  raided  much 
all.  The  Philadelphia  native,  57, 
nded  a  computer  company  in  the 
10s,  rescued  it  from  financial  dis- 
er,  then  sold  out  to  a  rival.  Lat- 
he began  putting  together  small 
lis,  often  targeting  troubled  com- 
lies  in  bids  financed  largely 
•ough  the  Michael  Milken  junk- 
id  machine.  Mostly,  his  overtures 
ied  in  rejection  (table). 
UGH  TALK.  Now,  however,  rjr 
Dears  to  be  taking  LeBow  and 
ihn  very  seriously  indeed.  In  a 
ongly  worded  rebuff  issued  on 
t.  31,  the  company  reiterated 
it  it  will  spin  off  Nabisco  "at 


Union  money-transfer  business.  Indeed, 
some  of  the  cash  from  that  deal  was 
used  to  amass  liis  5  million  r.jr  shares. 

More  important,  though,  may  be  the 
fate  of  LeBow's  own  tobacco  business, 
Liggett  Group  Inc.  Liggett,  the  nation's 
fifth-lai'gest  cigarette  maker,  is  a  weak 
player  in  an  increasingly  tough  market. 
Its  share  of  the  low-end  market  has 
dropped  from  9.9%  in  1991  to  5.4%  last 
year,  according  to  the  company.  And 


LUCKLESS  RAIDER 

Bennett  LeBow's  major  forays 

WESTERN  UNION  LeBow  purchased  the  com- 
pany in  1987.  Bondholders  forced  it  into  Chap- 
ter 11  in  1991.  Its  money-transfer  business 
went  for  $1.2  billion  in  1994;  part  of  the  $382 
million  profit  from  the  deal  helped  finance 


LeBow's  purchase  of  RJR  Nabisco  shares. 


sales  of  higher-margin  branded  prod- 
ucts, including  l&m  and  Chesterfield, 
represented  just  32%  of  net  sales  in 
1994,  down  from  47%  in  1991. 

Harper  contends  that  LeBow  ap- 
proached him  in  May  with  a  suggestion 
to  split  the  companies  and  merge  Lig- 
gett with  rjr's  tobacco  business.  Later, 
Harper  says,  LeBow  suggested  that  rjr 
buy  Liggett  outright  for  $400  million,  a 
price  RJR  considered  grossly  inflated. 
LeBow  denies  he  ever  talked  to  rjr 
about  an  outright  sale.  On  the  other 
hand,  he  says  a  combination  with  Lig- 
gett would  present  a  compeUing  justifi- 
cation for  the  spUt-up  of  r.jr's  business- 
es. That,  he  says,  would  allow  the 
spin-off  to  be  treated  as  a  tax-free 
transaction. 

While  Harper  says  rjr  wants  to  spin 
off  Nabisco,  the  issue  is  timing.  The 
thicket  of  tobacco  liabihty  lawsuits 
may  clear  by  next  year,  allaying 
concern  that  shareholders  of  the 
food  company  could  eventually  be 
found  liable  for  damages.  Even  so, 
rjr  says  it  will  not  split  the 
companies  until  yearend  1998,  or 
until  both  can  carry  investment- 
grade  debt  ratings,  whichever 
comes  first. 

BIG  JOB.  There's  still  plenty  of 
skepticism  about  LeBow's  motives 
on  Wall  Street,  but  his  interest  in 
R.JR  has  sent  the  company's  shares 
up  15%.  In  part,  the  rush  signals 
investors'  fi"ustrations.  Gregory  L. 
Jackson,  portfolio  manager  at 
Yacktman  Asset  Management  Co. 
in  Chicago,  which  owns  about  1.8 
million  rjr  shares,  says  he  would 
vote  for  a  spm-off,  after  i-ejecting  a 
similar  resolution  last  spring.  The 
difference  now?  "Management's 
poor  abihty  to  nan  the  company.  I 
believed  in  Harper  last  time.  I 
don't  believe  he  is  doing  the  right 
things  this  time,"  Jackson  says. 
"He  is  trying  to  turn  a  tobacco 
company  into  a  food  company." 

LeBow  will  have  to  work  hai-der 
to  convince  the  likes  of  Thomas  A. 
Carter,  an  analyst  with  usaa 
gi'owth  fund,  which  owns  3.9  mil- 
lion rjr  shares.  Carter  says  he 
wouldn't  support  Icahn  and  LeBow 


at  would  be  the  right  time"  and    in  their  bid  to  force  a  breakup  or 


•med  LeBow's  attempt  to  force  a 
oaration  now  "not  only  impru- 
it  but . . .  in-esponsible."  Says  ceo 
larles  "Mike"  Harper:  "I  don't 
ire  easily,  and  I  don't  think  he 
es  either,  so  we  are  going  to 
ck  heads." 

What's  LeBow  up  to?  He  still 
s  lots  of  cash  to  bm-n,  flush  with 
ich  of  the  $382  million  in  profits 
t  from  the  sale  last  November  of 
?  New  Valley  Corp.'s  Western 


AMERICAN  BRANDS  LeBow  tried  in  1988  to 
get  the  food  company  to  buy  his  Liggett  Group. 
Rebuffed,  he  acquired  a  small  stake  and 
threatened  a  takeover.  It  never  happened. 

PRIME  COMPUTER  In  1989,  LeBow  launched 
a  hostile  bid  for  the  minicomputer  maker 
through  his  MAI  Systems  Corp./Basic  Four. 
Prime  found  a  white  knight,  MAI  filed  and 
emerged  from  bankruptcy  protection  in  1993. 

DATA:  COMPANY  REPORTS,  BUSINESS  WEEK 


higher  valuation.  His  argument: 
Cash  is  better  invested  in  the  com- 
pany's gi'owing  international  busi- 
ness than  in  a  higher  dividend. 
And  the  food  company  isn't  at  its 
strongest  right  now.  "It  might  be 
better  to  wait,"  Carter  says. 
LeBow,  in  other  words,  should  cool 
his  heels  a  while.  It's  just  not  what 
he  wants  to  hear. 

By  Gail  DeGeorge  in  Miami  and 
Lori  Bongionio  in  New  York 
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THE  NEW  SIZZLE 
AT  SUN 

Zippy  workstations  and  Net  software  are  quieting  its  critics 

The  computer  indus- 
try has  been  pre- 
dicting Sun  Micro- 
systems Inc.'s  imminent 
demise  almost  from  the 
day  it  introduced  its 
fii'st  whizzy  engineering- 
workstations  in  1982.  If 
bigger  rivals  such  as 
IBM  and  Hewlett-Pack- 
ard Co.  didn't  crush  it, 
the  pundits  predicted, 
personal  computers 
would  soon  overtake  its 
workstations.  The  nay- 
sayers  seemed  to  have  a 
point  in  the  early  1990s, 
when  hotter  machines 
eclipsed  those  offered 
by  Sun  and  profits 
sagged.  Groans  Sun 
Chief  Executive  Scott 
G.  McNealy:  "It's  been 
13  years  of  people 
thinking  we're  toast." 

Sun  hopes  it  can  qui- 
et its  critics  once  and 
for  all  on  Nov.  7,  when 
it  will  unveil  new  work- 
stations three  times  fast- 
er   than  its 

lin.--its  biggest  boost  in  jg  (.j^.^^  of  "people 

speed  smce  1989.  Aimed        f     ■>  t-  t- 


ALIVE  A.\i.iuijKING 
CEO  McNealy,  whose  corn- 
current  pany  has  been  eclipsed  in 


with  a  new  microproces-  thinking  we're  toast" 

sor  chip  and  a  raft  of 
other  technologies,  the  $17,000  to 
$60,000  machines  will  catapult  Sun's 
computers  from  some  of  the  slowest  on 
the  market  to  some  of  the  fastest.  That 
could  renew  Sun's  faded  appeal  among 
chip  designers,  software  engineers,  and 
other  demanding  buyers.  "They're  roar- 
ing back,"  says  International  Data  Cori?. 
analyst  Thomas  (  J.  Gopeland. 
RAISING  THE  BAR.  The  new  machines 
arrive  at  a  time  when  Sun's  prospects 
already  are  brightening.  Thanks  chiefly 
to  accelerating  sales  of  its  other  comput- 
ers— servers  that  nm  commercial  data 
networks  and  connect  to  the  Internet — 
profits  for  the  quailer  ended  Oct.  1  shot 
up  a  surprising  120%,  to  $84  million,  on 
sales  that  were  up  17%,  to  $1.5  billion. 
In  recent  months.  Sun  also  has  electri- 
fied the  industry  with  its  new  Java  soft- 
ware, which  promises  to  turbocharge 


use  of  the  Net's  World 
Wide  Web  and  give  Mi- 
crosoft Corp.  fits.  The 
result:  Sun's  stock  price 
has  nearly  doubled 
since  July,  to  more  than 
$76  (chart). 

The  Mountain  View 
(Calif.)  company  couldn't  have  afforded 
to  fall  further  behind  hp,  ibm.  Digital 
Equipment,  and  Silicon  Graphics  in 
workstations — still  the  lion's  share  of  its 
$5.9  biUion  in  annual  sales.  In  an  indus- 
try driven  by  speed, 
"we  had  to  raise  the 
bar,"  says  Edward  J. 
Zandei',  president  of 
Sun's  hardware  unit. 
Thanks  to  low  prices 
and  a  large  base  of 
software,  IDC  figures 
that  Sun  will  maintain 
a  leading  28%-  share  of 
the  $17  billion  market 
this  year — although 
that's  down  fr-om  30% 
last  year. 

Sun  faces  a  bigger 
threat  than  ever  fi'om 


SUN'S  RISE 


Q  I  M  I  r  1 .  1 1  r  1 1  I  1 1 1  1 1 . 1 . 1  I  I  n  1 1  n  I II 


DEC.  23, '94 
A  OOLURS 

DATA  BLOOMBERG  FINANCIAL  MARKETS 


PCS.  On  Nov.  1,  Intel  Corp.  introdi 
the  Pentium  Pro,  its  next-genera 
successor  to  the  Pentium  chip  that  ji 
ers  millions  of  PCs.  Intergraph,  hp, 
Compaq  Computer  and  others  ha\  i 
nounced  Pentium  Pro  machines  oi  ; 
ing  higher  performance  than  older  ;r 
machines.  Says  George  Weiss,  vice-] 
ident  for  market  researcher  Gar 
Group  Inc.:  "Sun  was  in  danger  of  li: 
sweeping  them  off  the  floor  with  1 
tium  Pro." 

Sun's  new  machines  offer  far  m 
than  just  more  raw  computing  p(i\' 
Its  new  UltraSPARC  microprocessoi'  ; 
contains  new  instinctions  to  speed  \  n 
and  3-D  graphics  without  expen- 
add-in  cards.  Moreover,  Sun  bon''>\' 
from  supercomputers  a  technique 
moving  data  inside  the  machine  <!• 
times  faster  than  current  models. 
year,  the  company  expects  to  usi 
same  technologies  to  expand  sali 
large  servers,  which  are  used  for  In  ; 
ing  computerized  warehouses  for  < 
porate  data,  managing  customer  In 
desks,  and  other  such  apphcations. 

The  Internet  could  provide  an  w 
bigger  boost  for  Sun,  which  is  aire  a 
the  largest  Net  server  supplier.  T 
loudest  buzz  centers  around  Java,  Sii 
software  for  creating  network-has  i 
progi-ams.  By  making  it  easy  to  di 
load  data  and  small  progi"ams  from  i  • 
Net,  Java  could  eliminate  the  need  1 
costly  disk  drives  or  even  an  operati  ■ 
system — such  as  Microsoft's  Winddv 
Cheap  Java  devices  may  be  yea 
away,  but  the  mere  potential  is  openii 
doors.  Says  Zander:  "We  may  dn 
Java  sales  call  and  sell  a  data  war 
housing  system." 

Not  everyone  is  bowled  over  1 
Sun's  renaissance,  of  course.  Suit 
Silicon  Graphics  Inc.  product  manau^ 
Peter  Wagner:  "This  is  no  leapfi'og  si 
uation  for  Sun."  Indeed,  new  machine 
from  almost  every  rival  next  year  con 
once  again  pass  Sun.  And  buying  Siu 
new  machines  will  force  many  custor 
ers  to  switch  to 
new  operating  sy 
tem — a  disrupt  i\ 
move  that  just  migl 
spur  some  to  look  ; 
rival  offerings.  Su 
"will  see  a  lot  mm 
competition  from 
on,"  says  David  I'ci 
sak,  a  computer  coi 
sultant  with  DuPor 
Co.  Maybe.  But  fo 
the  first  time  in  yeai: 
Sun  is  on  the  rise. 

Bij  Robert  D.  Ho\ 
in  San  Francisco 


OCT  31.  '95 
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Grand  Marnier,  slightly  less  mysterious  tkan  cliemistry. 
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COMPUTERS 


DEC'S  MAN 
FROM  BIG  BLUE 

Bruce  Claflin's  tough  assignment:  Boost  PC  sales 

In  Digital  Equipment  Corp.'s  long 
quest  to  transfonn  itself  from  a  tech- 
nology-heavy money-loser  into  a  prof- 
itable market-driven  winner,  its  frail 
personal-computer  business  is  a  key 
harbinger  The  results  so  far  speak  vol- 
umes: Wliile  its  $2  billion  in  PC  reve- 
nues accounted  for  15%  of  fiscal  1995 
revenues,  they  made  up  just  2.5%  of 
the  world  market,  dec  remains  the  in- 
dustry's distant  No.  11. 

That's  why  Digital's  Oct.  27  announce- 
ment that  it  had  hired  an  outsider  to 
head  its  PC  unit  is  so  critical.  The  new 
guy  is  Bruce  Claflin,  44,  a  22-year  vete- 
ran of  IBM.  Claflin  led  the  effort  that 
produced  the  ThinkPad,  a  slender  laptop 
that  is  one  of  the  bright  spots  in  IBM's 
PC  lineup.  And  he  helped  streamline 
IBM's  PC  development  process,  closing 
down  the  company's  manufacturing  plant 
in  Boca  Raton,  Fla.,  the  birthplace  of 
the  IBM  PC. 

Claflin  is  a  heavyweight,  in  other 
words.  Digital  nabbed  him  after  he  lost 
out  on  the  job  of  mnning  all  of  IBM's  PC 
business.  His  mandate  now:  to  put  Dig- 
ital on  the  PC  map — and  to  make  money. 
"I  don't  accept  the  argument  that  if 
you're  on  a  high-growth  strategy  you 
can't  be  profitable,"  Claflin  says.  But 
while  the  company's  PC  business  has 
shown  some  signs  of  life — sales  rose  32% 
in  the  quarter  ended  Sept.  30 — it  hasn't 
earned  a  profit  for  at  least  six  months. 
"VOLUME  GAME."  Claflin's  fil-st  task  prob- 
ably will  be  to  light  a  fire  under  Digital's 
PC  marketing  corps.  Chairman  Robert 
B.  Palmer  and  his  lieutenants  have  set 
a  demanding  timetable,  requiring  that 
shipments  of  desktop 
computers,  laptops, 
and  servers  grow  at 
least  twice  as  fast  as 
the  industiy  rate.  That 
means   going  retail. 
While    Digital  has 
snared  some  corporate 
customers,  "pcs  are  a 
volume  game,"  says 
Enrico  Pesatori,  vice- 
president  and  general 
manager  of  Digital's 
computer-systems  di- 
vision. "If  you  really 
want  to  drive  volume 


BiT  BY  BIT 


2.5  

DIGITAL  EQUIPMENT'S 
2  0  SHARE  OF  WORLDWIDE 
PC  SHIPMENTS 


▲  PERCENT 


DATA;  INTERNATIONAL  DATA  CORP 


up,  the  retail  channel  is 
what  you  need." 

In  retail,  however.  Dig- 
ital has  barely  made  a 
dent.  Sales  to  stores  in 
fiscal  1995  accounted  for 
just  10%  of  overall  PC 
revenues.  Since  Septem- 
ber, the  company  has  add- 
ed Circuit  City  Stores 
and  OfficeMax  to  its  re- 
tailer lineup.  Even  with 
an  advertising  bUtz  sched- 
uled to  begin  Nov.  5, 
though,  the  lack  of  a  re- 
tail brand  name  remains  a 
problem.  "Digital  is  going 
to  have  a  tough  go  [be- 
coming] one  of  the  five  or 
so  shelf-space  grabbers  in 
the  consumer  and  retail 
market,"  says  Richard 
Zwetchkenbaum,  an  ana- 
lyst at  International  Data 
Corp. 

CHOICE  GOODS.  Palmer 
has  an  ulterior  motive 
here.  Success  in  PCs  de- 
pends on  carefully  balanc- 
ing supply  and  cost,  roll- 
ing out  a  steady  stream 
of  new  products,  and 
working  closely  with  distributors — all 
the  things,  in  short,  that  Digital's  tradi- 
tional computer-systems  business  could 
use.  "Digital's  success  or  failure  in  tliis 
market  is  more  important  than  just  the 
PC  business,"  says  Lynn  Berg,  an  ana- 
lyst with  Gartner  Group  Inc.  "It's  a 
bellwether  of  where  the  company  will 
go  from  here." 

The  question:  Can 
Digital  ever  make 
money  selMng  plain- 
vanilla  desktop  ma- 
chines through  Comp- 
USA? Some  analysts 
believe  it  would  be 
better  served  by  ag- 
gressively pushing 
products  for  which  it 
has  an  advantage,  such 
as  servers  and  laptops. 
Profit  margins  are 
higher,  and  while  both 
servers  and  laptops 


GREAT  EXPECTATIONS  iil 

don't  accept  the  argument 
that  if  you're  on  a  high-growt 
strategy  you  can't  be 
profitable     -  bruce  claflin 


lag  behind  the  consumer  desktop  mar 
in  sheer  volume,  analysts  see  oppoi 
nities  for  growth.  "Digital  should 
trying  to  go  upstream  where  the  pr 
is,"  says  Jon  Oltsik,  an  analyst  w 
Forrester  Research  Inc. 

The  computer  maker  is  trying, 
won  raves  earlier  this  year  for  its 
Note  laptop.  It  lost  sales  when  man; 
ers  failed  to  forecast  demand,  but  ai 
lysts  say  the  HiNote,  while  expensi 
still  has  untapped  demand,  dec  al 
boasts  a  broad  alliance  with  Micros 
Corp.,  which  blessed  Digital's  serve 
as  the  platform  of  choice  for  the  NT  c 
erating  system,  a  gi'owing  favorite  wi 
business  users.  Will  that  be  enough 
Claflin,  the  career  iBMer,  to  turn  de( 
PC  unit  around?  "We're  trying  to  take 
hill,  not  defend  it,"  he  says.  "I  mu 
prefer  that,  having  been  on  both  side^ 
If  nothing  else,  the  new  guy  is  up  for 
good  fight. 

By  Paul  C.  Judge  in  Acton,  Mai. 
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WHY  LUG  THE 
PAPERWORK 
WHEN  YOU  CAN 
POCKET  THE  OFFICE! 


With  a  Psion  Series  3a  you  can  not  only  pocket  all  the 
information  squeezed  into  bulging  paper  systems — you  can 
also  download  data  from  your  PC's  wordprocessor, 
scheduler,  spreadsheet  and  database  ...  and  work  on  it  any- 
where, anytime,  using  its  built-in  software. 

Real  power  ...  No  other  palmtop  matches  the  Series  3a's 
capabilities,  versatility  or  performance.  It's  a  powerful 
computer  with  windows,  menus  and 
icons  as  standard,  plus  the  most 
advanced  organizer  functions  around. 
But  then,  we  did  invent  the  idea  (and 
have  sold  over  one  million  worldwide).  The  latest  Series  3a 
even  has  digital  sound-bite  recording,  and  there's  an  optional 
modem  for  fax,  e-mail  and  on-line  services. 

So  easy  to  use  ...The  Psion  Series  3a's  power  and  ease  of 
use  has  won  it  numerous  awards  and  acclaim  throughout  the 
world.  Priced  from  just  $399  and  with  up  to  2  Mega- 
bytes of  RAM  and  two  slots  for  limitless  extra  memory  and 
software,  you  just  won't  find  a  better  way  to  pocket  the  office. 

Call  1-800-99-PSION  for  more  information 
and  your  nearest  store. 


i  !  I 


-J 


C9 

3C 

p 

S 

0 

N 

©  1995  Psion.  Inc. 


THE  WORLD'S  NO.   I  PALMTOP 


Circuit  City  •  J  &  R  Music  World  •  Office  Depot  •  Nobody  Beats  theWiz 

Radio  Shack  •  Sears  •  Staples  •  The  Good  Guys  •  The  Sharper  Image 
and  Independent  Computer  Dealers.  Canada  —  call  5  14-98-PSION. 
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RETAILING 


BLOOMIE'S  TRIES 
LOSING  THE  AHITUDE 

Its  new  suburban  Chicago  store  emphasizes  comfort  over  glitz 


This  is  Bloomie's?  Large  windows 
flood  Bloomingdale's  new  Skokie 
(111.)  store  with  natural  light,  and 
the  aisles  are  wide  enough  for  two  baby 
carriages  to  pass.  A  cappuccino  bar 
beckons  near  the  Dana  Buchman  col- 
lection. Tliere's  glitz,  yes,  but  without  so 
much  plum,  black,  and  neon.  Most  im- 
portant, it  feels  friendly.  "You  don't  feel 
cramped  or  rushed,"  says  JuUe  Drewni- 


the  Mall  of  America  outside  Minneapolis. 
Bloomie's  closed  its  Dallas  store  in  1990 
after  disappointing  sales.  The  result: 
Blooiningdale's  Inc.  contributed  just  $1.3 
billion  to  the  revenue  of  parent  Feder- 
ated Department  Stores  in  1994,  only  a 
shade  higher  than  in  1989. 

Bloomingdale's  chairman,  Michael 
Gould,  got  the  message.  In  1991,  he  suc- 
ceeded Marvin  Tj-aub,  who  dming  his 


around  the  selling  floor  and  installei 
lighting  50%  brighter  than  in  othe 
stores.  Unlike  the  Bloomie's  of  the  1980:- 
which  employed  coimtless  "boutiques"  ti 
display  designer  collections,  the  nev 
store  has  an  open  floor  plan  with  fev 
towering  fixtures,  allowing  shoppers  ti 
easily  see  where  they're  going. 
SERVICE  PLAN.  The  results?  Althougl  ' 
the  company  won't  release  numbers 
Store  Manager  Rich  Williams  says  thai 
in  September,  sales  in  his  better  sports 
wear  area,  a  critical  department,  wen 
60%  above  expectations,  besting  rev 
enue  of  comparable  departments  in  al 
the  chain's  other  stores.  Analysts  predict 
Skokie  will  well  outperform  Bloomie's 
1994  average  of  $294  in  sales  per  squai » 
foot,  though  it  won't  match  Nordstroin 
Inc.'s  $380. 


BEFORE:  Designer  "'boutiques."  lots  of  black  and  neon 


AFTER:  Wide  aisles,  natural  light,  couches,  and  chairs 


ak,  a  40-year-old  customer  shopping  for 
her  husband  and  two  sons. 

Call  it  a  Bloomie's  for  the  1990s:  The 
famed  clothier  to  the  fashion-savvy  is 
giving  its  stores  a  makeover  In  the  next 
year,  renovations  at  six  of  the  chain's 
16  other  stores  will  incoiporate  elements 
of  Skokie's  user-friendly  design  and  mer- 
chandising techniques.  So  will  conver- 
sions into  Bloomingdale's  of  up  to  six 
Broadway  Stores  in  California.  The  flag- 
ship 59th  Street  store  in  Manhattan  will 
be  transformed  over  five  years. 
CLEAR  MESSAGE.  None  too  soon.  Bloom- 
ingdale's trademark  Manhattan  aura  has 
worn  thin,  especially  west  of  the  Hud- 
son. "The  mystique  of  the  store  hasn't 
been  transferable"  from  New  York,  says 
retail  consultant  Alan  Millstein.  The 
stores  "are  either  too  avant-garde  or 
too  humdrum.  And  in  many  cases,  their 
piiees  were  too  high." 

A  fter  a  much-hyped  1989  launch,  sales 
at  the  cathedi'al-like  Bloomie's  in  down- 
town Chicago  have  dropped  off;  ditto  at 


40-year  reign  had  built  Bloomie's  into  a 
gilded  mecca  of  consumer  indulgence. 
Gould  wanted  something  dramatically 
different:  "a  store  like  someone's  home, 
comfortable  and  welcoming,  a  store  that 
puts  people  in  the  mood  to  stay  and 
enjoy  themselves,"  he  says. 

Although  less  the  micromanager  than 
his  colorful  pr-edecessor,  Gould  got  in- 
volved in  everything  from  the  concept  of 
the  Skokie  store  to  the  nitty-gintty  of 
selecting  its  fbctm*es.  At  Skokie,  the  first 
Bloomie's  to  open  during  his  teniu-e,  he 
scattered  plenty  of  couches  and  chairs 


'   Cham's  traoi 

,voiii  thin,  bbi 
west  "  ^' 


Ultimately,  though,  this  battle  could 
be  won  or  lost  on  sei-vice.  Chicago  focus 
groups  told  Bloomie's  execs  they  wanted 
a  "New  York  store"  without  an  uppity 
sales  staff.  In  fact,  disappointing  sei-vice 
has  diiven  the  erosion  in  Bloomingdale's 
reputation,  says  Chris  Ohlinger,  presi- 
dent of  Service  Industry  Research  Sys- 
tems in  Cincinnati,  which  tracks  con- 
sumer perceptions  of  retailers.  "When 
you  encourage  high  expectations,  a  dis- 
appointment in  seivice  is  a  catastrophe." 

That's  why  50  trained  "selling  ex- 
perts" are  scattered  throughout  the 
Skokie  Bloomie's,  supplementing  the 
regular  sales  staff.  Shoppers  such  as 
Leslie  Schellie,  a  37-year-old  attorney 
and  aspiring  novelist  from  Winnetka, 
notice  the  difference.  "After  I  publish 
that  trashy  best-sellei;  I'll  definitely  be 
shopping  at  Bloomingdale's,"  she  says. 
Message:  Service  beats  glitz.  Maybe 
even  in  the  Big  Apple. 

By  Susan  Chandler,  with  Ann 
Therese  Palmer,  in  Skokie,  III. 
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vve  give  companies  me  eage 
they  need  to  keep  their  retirement 

plans  on  course. 


The  Principal  Edgef 

Leadership.  The  Principal® 
services  more  401  (k)  plans 
than  any  other  life  insurance  com- 
#        pany.  And  we've  been  the  leader  in 
providing  pension  services  for  over  a 
decade.  It's  the  edge  we  give  each  individual 
that  makes  us  the  leader. 

Steering  the  course.  The  Principal  offers 
services  and  investment  choices  for  all  kinds  of 
retirement  plans,  from  defined  benefit  to  401  (k)  to  non- 
qualified plans.  There's  a  full  range  of  guaranteed  and 
separate  account  investment  options,  all  with  a  proven 
track  record. 

All  the  right  tools.  Educating  employees  on  why  to  save,  how  much 
to  save  and  how  to  maximize  their  retirement  plans  is  a  big  responsibility. 
Our  new  retirement  planning  software  disk  DISCover  Retirement™  helps 
employees  find  answers  to  their  questions.  Our  enrollment  assistance, 
interactive  voice  response,  daily  record  keeping  and  compliance  services  mean 
even  more  ease  and  convenience.  Plus,  we  offer  a  service  satisfaction  guarantee. 

Experience.  With  over  a  century  of  experience  and  $52  billion  in  assets  under  manage- 
ment, we  guide  millions  of  employees  toward  their  financial  destination. 

The  Principal  Edge.  Give  your  retirement  plan  an  advantage  no  one  else  offers. 
The  Principal  Edge.  For  a  copy  of  the  DISCover  Retirement  disk  ($1 5.00)  or  for  more  information, 
call  1  -800-255-661 3.  Visit  our  Internet  home  page  at  http://www.principal.com  and  watch  for  a 
demonstration  of  DISCover  Retirement. 


Financial 
Group 

Life,  Health,  Dental  and  Disability  Insurance 
Mutual  Funds  •  Securities  •  HMO/PPO  •  401  (k)  •  Annuities  •  Home  Mortgages 

©  1995  Principal  Mutual  Life  Insurance  Company,  Des  Moines,  lA  50392-0150.     Products  and  services  offered  througti  Principal  Mutual  Life  Insurance  Company 

(The  Principal)  and  its  subsidiaries.  Mutual  funds  distributed  througti  Princor  Financial  Services  Corporation  (member  SIPC),  a  registered  broker  dealer . 
Securities  through  Principal  Financial  Securities,  Inc.  (not  available  in  all  states).  Managed  health  care  through  Principal  Health  Care,  Inc.  (not  available  in  all  states). 
Home  mortgages  available  through  Principal  Residential  Mortgages,  Inc.  (not  available  in  all  states). 


News:  Analysis  &  Commentary 


SOFTWARE 

GLITCH  OF  THE 
MILLENNIUM 

It's  2000.  Do  you  know 
where  your  data  went? 

Around  the  computer  industry,  it's 
known  as  the  millennium  bug.  On 
Jan.  1,  2000,  computers  the  world 
over  may  stop  computing — or,  at  the 
very  least,  may  start  making  hundreds 
of  miscalculations.  That's  because  pro- 
grammers for  years  economized  on  ex- 
pensive computer  memoiy  by  express- 
ing the  year  in  dates  using  just  two 
digits — rendering,  say,  Nov.  1,  1995,  as 
11-01-95. 

The  problem:  When  the  new  century 
begins,  most  computers  will  interpret 
01-01-00  as  Jan.  1,  1900,  not  Jan.  1,  2000. 
Everything  from  driver's-license  expi- 
ration dates  to  interest-payment  calcula- 
tions could  be  fouled  up. 

As  usual,  though,  with  adversity 
comes  a  business  opportunity.  On  Oct. 
30,  IBM  launched  a  service  to  help  cus- 


tomers avert  the  2000  crisis 
Similar  offerings — every- 
thing from  consulting 
services  to  softwai-e  tools 
that  automatically  search 
out  and  change  date  referenc- 
es— are  being  pushed  by  such 
companies  as  Andersen  Con- 
sulting, Coopers  &  Lybrand, 
and  Cap  Gemini  Sogeti. 

There's  plenty  of  demand: 
Gartner  Group  Inc.,  a  con- 
sulting outfit,  figures  that 
20%  of  business  soft- 
ware will  falter 
this  year  because 
of  problems  in- 
volved in  computing 
the  year  2000— and 
90%  'will  fail  by  1999  if 
nothing  is  done.  World- 
wide, companies  will  have 
to  spend  $300  billion  to 
$600  bilhon  on  fixes,  Gart- 
ner figures. 

LINE  BY  LINE.  Solving  the  date  glitches 
can  be  complex.  Most  companies  use 
thousands  of  software  progi'ams — some 
that  are  decades  old.  Finding  every 
embedded  date  can  involve  sorting 
through  each  program  line  by  line.  Un- 


ion Pacific  Corp.  figures  it  i; 
a  date  problem  with  82%  ui  i 
software  it  has  tested  so  far 
we  [fix]  this  internally,  it's  |i 
ably  going  to  be  a  $15  miUion  pnij  : 
says  project  manager  Charles  Pa 
Computer  hardware — inclui 
personal  computers — hai 
be  checked,  too. 

Surprisingly,  many  ( 
puter  companies  are 
now  getting  their  prod 
brought  up  to  date, 
says  that  by  the  en( 
1996  'all  its  s 
ware  and  h 
ware  will 
designed  vs 
out  the  mil 
nium    bug.  S( 
other  computer  con: 
nies  won't  have  the  fix  done  i 
1998.  And  simply  worrying  about 
year  2000  may  be  shortsighted.  "W 
requesting  that  vendors  certify  t 
their  products  will  work  to  the  y 
2100,"  says  John  F.  Burns,  a  vice-p: 
ident  at  Canadian  Imperial  Bank 
Commerce.  Forewarned  is  forearmi 
By  Ira  Sager,  with  Willi 
J.  Winkler,  in  New  Y 


OLYMPICS 


A  GOLD  MEDAL 
FOR  GRIT 

Three  small  businesses  won't 
budge  for  Coke's  Olympic  park 

From  his  sixth-floor  office,  Billy 
Payne  can  watch  his  Olympic  vision 
come  to  life.  Just  below,  bulldozers 
clear  what  will  become  the  21 -acre  Cen- 
temiial  Olympic  Park,  designed  to  serve 
as  the  heait  of  the  Games.  Next  to  that, 
Coca-Cola  Co.  is  readying  a  14-acre  vir- 
tual-reality park.  The  construc- 
tion, boasts  Payne,  president 
of  the  Atlanta  Committee  for 
the  Olympic  Games,  represents 
"one  of  the  lasting  impacts  of 
the  Olympics  in  Atlanta." 

There's  just  one  problem. 
Amid  the  heaps  of  red  earth, 
three  little  buildings  still 
stand — and  their  owners 
pledge  they  will  be  there  when 
the  games  open  next  July.  At- 
lanta Mayor-  Bill  Campbell  says 
their  presence  will  be  no  big 
deal:  "It's  Uke  looking  out  over 
•A  beautiful  beach,  and  there's  a 


piece  of  paper  on  the  beach,  and  all  you 
think  about  is  the  piece  of  paper"  But 
the  holdouts  clearly  are  a  sore  point. 
Planner's  intend  to  erect  tall  structures 
around  them  to  hide  them  fr-om  view. 

Too  bad,  says  Ed  Taylor",  owner  of  a 
printing  company  located  on  a  dusty 
plot  Coke  wanted  to  fold  into  its  ghs- 
tening  $20  milhon  attr-action.  "They  said 
they  would  welcome  me  as  a  neighbor," 
he  says.  "I  said,  'Shoot,  I  was  here  fir-st. 
I'll  welcome  you  as  a  neighbor.'"  He 
and  two  other  small-business  owners 
want  top  dollar  for  properly  they  say 
has  appr'eciated  1,300%<  since  Payne  and 
Coke  announced  plans  for  the  Olympic 
development  last  summer. 

Taylor  says  Coke  offer-ed  him  $95  a 


HOLDOUT:  "/  was  here  first,"  says  printer  Ed  'IhyU 


square  foot  for  the  site  six  months 
He  asked  for  $115,  plus  a  new  build 
five  miles  north  of  downtown.  C( 
balked.  Olympic  planners  at  the  cc 
pany  say  they  negotiated  in  good  fs 
with  the  proper-ty  owners  and  offei 
prices  above  market  value.  The  ov 
ers'  complaints,  says  a  spokeswom 
are  "not  a  good  representation  of  h 
we  transact  om*  business  and  especia 
how  we  transact  business  in  our-  tow 
It's  much  the  same  at  two  other  ho 
outs.  Payne  says  property  owned 
Maxwell  &  Hitchcock,  a  constructi 
eqiripment  outfit,  was  under  contract 
$1.9  miUion — until  the  company  upp 
its  price  to  $9  milhon.  Ron  Miller,  vi* 
presiflent  of  Maxwell  &  Hitchcock,  sa 
those  figures  are  wrong  b 
wouldn't  comment  furth 
Superior  Printing  Co.  Genei 
Manager  Pierce  Morris  says  1 
company  turned  down  Cok 
"woefully  inadequate"  bid 

The  standoff  continues.  T 
renegades  say  all  they  want 
their  piece  of  the  pie.  "I'm  ju 
trying  to  end  up  on  top,"  Ta 
lor  says.  Maybe  Payne  shou 
try  offering  him  the  toughe 
I  ickets  in  town:  seats  at  tl 
opening  ceremony. 

By  Nicole  Harris,  wi'i 
Da  vid  Greising,  in  Atlawl 
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ED  BY  KEITH  H.  HAMMONDS 


tUCIAL  DEFEAT 
DOW  CHEMICAL? 

riDE  MAY  HAVE  FINALLY 

;d  against  Dow  Chemi- 
Vfter  successfully  dodg- 
luch  of  the  liability  in  the 
ve  silicone  breast-implant 
tion,  the  manufacturer 
lit  on  Oct.  30  with  $14.1 
m  in  compensatory  and 
ive  damages.  The  Neva- 
ry's  verdict,  which  Dow 

to  appeal,  marks  the 
time  the  company  has 

held  solely  responsible 
[juries  allegedly  suffered 
ise  of  defective  implants 

by  now  bankiupt  Dow 
ing,  jointly  owned  by 

Chemical  and  Corning, 
(held,  the  verdict  could 
state  Dow  Chemical:  It 
iefendant  in  over  13,000 
mt-related  lawsuits. 


LOSING  BELL 


WART  DiSCOUNT 

10  to  Floyd  Hall:  Keep  qui- 
imart's  chairman  met  with 
stors  in  October,  trying  to 
el  concerns  the  discounter 
candidate  for  Chapter  11. 
bragged  of  the  "massive 
ige  and  progress"  Kmart 
le  in  closing  stores,  selling 
its,  and  cutting  costs.  The 
e  he  talked,  though,  the 
e  Wall  Street  obsessed 
jt  the  bankruptcy.  "Specu- 
)n  about  Chapter  11  tends 
jed  on  itself,"  says  Pru- 
tial  Securities  analyst 
ne  Hood.  By  Nov.  1,  Kmart 
res  fell  to  $8.50,  a  13-year 
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MURDOCH  KEEPS 
HIS  EYE  ON  THE  BALL 

who's  the  biggest  sport  in 
TV-land?  Unquestionably, 
News  Corp.  Chairman  Ru- 
pert Murdoch.  Eager  to  at- 
tract subscribers  for  his 
worldwide  satellite-television 
operation,  Fo.x  is  putting  $300 
million  into  a  new  joint  ven- 
tiu'e  with  cable  giant  TCI.  The 
new  business,  with  nearly  $3 
biUion  in  assets,  will  combine 
TCi's  Liberty  Sports  network 
of  regional  sports  channels 
with  News  Corp.'s  fx  chan- 
nel. "We  have  plenty  of  dry 
powder"  to  bid  on  premier 
sports  events,  says  Liberty 
CEO  Peter  Barton.  Fox  and 
the  new  venture  may  make 
joint  bids  to  air  major  league 
baseball,  pro  basketball,  bad- 
minton, and  anything  else 
that  delivers  eyeballs. 


APPLE'S  SHARE  OF 
THE  PIE  PICKS  UP 

FINALLY,   APPLE  COMPUTER 

CEO  Michael  Spindler  has  a 
little  breathing  room.  Faced 
with  what  he  had  called  "the 
most  challenging  quarter  in 
our  history,"  Apple  ended  a 
year-long  slide,  boosting  its 
share  of  personal  computer 
sales  to  9%  in  the  third 
quarter  from  7.4%,  says  mar- 
ket watcher  Dataquest.  The 
secret:  the  most  aggressive 
pricing  in  Apple's  history, 
plus  some  creative  procure- 
ment techniques.  Confront- 
ing widespread  parts  short- 
ages, Apple  agreed  to 
longer-term  contracts  with 
suppliers  and  resorted  to 
barter,  ti'ading  memory  chips 
for  CD-ROM  drives  in  one 
case. 

Without  the  supply  prob- 
lems, says  Dataquest's  Kim- 
ball Brown,  Apple  could 
have  picked  up  another  half- 
point  of  shar'e.  "There's  more 
demand  for  Macs  than  they 
can  handle,"  he  says.  The 
downside:  Gross  margins  fell 
to  20.7%  from  27.2%  a  year 
ago. 


HEADLINER:  ROGER  BANNISTER 


SIR  ROGER'S  BEEF 


Britain's  Sir  Roger  Barmis- 
ter,  the  i-unner  who  crashed 
the  foui'-minute-mile  bairier 
in  1954,  wants  some  things 
kept  piivate.  One  is  the  pic- 
ture of  his  moment  of  glo- 
ly:  "I  don't  want  the 
photo  used  for  com 
mercial  purpos- 
es," he  says. 
Another  is 
his  name. 

Imagine  his  constema 
tion  upon  seeing  both 
used  to  promote  Airbus 
Industrie  in  business 
WEEK,  The  Wall  StreM  • 
Journal,  and  other  publi 
cations.  He  protested,  with 
considerable  legal  gi'ounds: 
Using  public  figui'es  in  ads 
without  prior  consent  is  cus- 
tomary in  Britain  but  illegal 
in  the  U.  S. 

Airbus  and  its  ad  agen- 


-^4 


CHIPMAKERS  STAY 
IN  THE  CHIPS 


WILL  SALES  OF  SEMICONDUC- 

tors  ever  tank?  Don't  bet  on 
it.  On  Nov.  1,  the  Semicon- 
ductor Industry  Assn.  pre- 
dicted that  worldwide  chip 
sales  will  grow  26%  in  1996, 
to  $185  bilhon.  That  would 
be  down  considerably  from 
this  year's  expected  44% 
jump.  However,  few 
chipmakers  are  likely  to 
complain:  It  will  mark  the 
fourth  straight  year  of  25%- 
plus  gi'owth.  The  association 
predicts  uninterrupted 
growth  through  at  least 
1998,  driven  by  increasing 
pervasiveness  of  chips  in 
electronic  products. 

CORDIS' COLD 
SHOULDER  

CORDIS  isn't  SURRENDERING 
without  a  fight.  The  $443 
million  manufactui'er  of  med- 
ical devices  on  Nov.  1  reject- 


cies  agr'eed  to  make  a  "sub- 
stantial" donation  to  Ban- 
^ta^   nister's  favorite  char- 
f-'^x  ity.  And  they're 
Si  placing  an  apology  in 
some  pubhcations 
-?  where  the  ad  ap- 

peared.  "A  mis- 
f'^^t     take  has  been 
''.^""■l^bil;   made,  but  it's 
^•-..tI  been  ac- 

knowledged 
I  and  corrected  to 
everyone's  satisfac- 
tion," says  David 
Swanston,  of  Stack- 
ig  Advertising  & 
Public  Rela- 
tions, which  placed 
the  ad  in  the  U.  S. 
Airbus  and  Osprey 
Park,  the  agency  that 
created  the  ad,  won't 
comment. 

By  Heidi  Dawley 


ed  as  inadequate  Johnson  & 
Johnson's  $1.7  billion  hostile 
takeover  bid,  announced  two 
weeks  earlier.  J&.J,  which 
made  its  move  after  failing 
to  spark  interest  in  a  friend- 
ly deal,  is  eyeing  Cordis'  hne 
of  angioplasty  balloons, 
which  would  complement 
.j&.j's  own  stents,  minute  coils 
that  prop  up  open  arteries. 
Cordis  stock  jumped  to  $112 
on  speculation  that  .J&J  would 
sweeten  its  bid  or  that  a 
competing  offer  may  be  in 
the  works. 

ETCETERA... 

a  KLM  threatened  to  sue 
Northwest  Airlines  over  a 
shareholder  rights  plan. 

■  SoftKey  made  bids  for 
Learning  Co.  and  Minnesota 
Educational  Computing. 

■  Cummins  Engine,  facing  a 
weak  truck  market,  will  cut 
2,000  jobs,  7%  of  its  total. 

■  pp&L  Resources  rejected  a 
$4.3  takeover  bid  from  Peco 
Energy.  Peco  backed  off. 
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Are  you  using  the  best 
corporate  card  available 

(Or  just  the  best  known?) 


Mas  terCard. 
Corporate  Cai^P 

Sfia  3^5b  "IB^tQ  h 

0800  :r  11/51  IC, 

CHfUi  SHITH  \ 


pl  When  you  think  about  corporate  cards,  what  might  come  to 
Fit&T  "'''^^^^\M^hjr^h^:as^m  mind  is  American  Express."  But  have  you  ever  wondered  why? 
After  all,  MasterCard'  Corporate  Card  is  accepted  m  three  times  as  many  places  as 
American  Express  (at  home  and  around  the  world).  And  should  one  of  your  employees 
run  t)ut  ot  baht  m  Thailand,  they  can  get  cash  in  six  times  more  places  with  a  MasterCard 
Corporate  Card.  Fins,  it  has  a  more  comprehensive  package  of  insurance  coverage  and 
travel  services.  For  more  details,  just  give  us  a  call  at  1-800-727-8825,  ext.  13.  Because  if 
you're  looking  to  get  the  most  out  of  your  corporate  card  pro- 
gram, there's  only  one  name  you  need  to  think  of.  MasterCard. 


^^^^^ 
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Washington  Outlook 


:  TED  BY  OWEN  ULLMANN 


HY  CLINTON  IS  DISTANCING 
IMSELF  FROM  THE  OEMS 


me  and  again,  surveys  reveal  voter  disgust  with  the 
wi)  parties.  The  Democrats  are  wedded  to  big  govem- 
nent.  The  Republicans  are  heartless.  And  the  public 
IIS  for  a  third  choice.  So  the  poll-obsessed  White  House 
.■ome  up  with  a  novel  way  to  ride  the  wave:  Bill  Clinton, 
pendent  candidate  for  President. 

nc-e  the  GOP  takeover  of  Congi-ess,  Clinton  has  been  cut- 
ties to  Democrats  and  party  positions  he  backed  in  1993 
1994.  The  goal  is  to  smooth  relations  with  Republicans 
appear  to  be  able  to  get  things  done.  So  it's 
arprise  resentment  is  pervasive  among  old 
5  who  think  he's  selling  out.  "He's  the  Greta 
)0  President — he  wants  to  be  alone,"  sniffs 
resentative  Louise  M.  Slaughter  (D-N.  Y.). 
(ANGULATION."  CHnton's  recent  repudiation 
is  1993  tax  hike,  which  he  partly  blamed 
)emocrats,  is  only  the  most  vivid  example  of 
jseudo-independent  tack.  His  startling  em- 
e  of  Medicare  cuts  and  a  balanced  budget 
spring  undercut  House  Democrats.  Then 
indorsed  a  tough  gop  welfare-reform  bill, 
ig  reluctant  Senate  Democrats  httle  choice 
to  go  along.  Finally,  on  Oct.  30,  he  ignored 
ctions  from  the  Congi'essional  Black  Caucus 
signed  a  Republican  bill  to  continue  stiff 
ences  for  crack  cocaine  convictions, 
m't  Clinton  worried  about  alienating  sup- 
ers— liberals,  moderates,  blacks,  environmentalists,  la- 
and  Democratic  governors  and  mayors?  Hardly.  It's  a  cal- 
ted  strategy,  courtesy  of  Dick  Morris,  a  Republican 
ultant  and  Clinton  confidant.  MoiTis,  who  calls  his  game 
"triangulation,"  believes  Clinton  can  attract  indepen- 
;s  by  becoming  a  triangle's  apex  that  towers  over  the  op- 
ng  points  of  tired  Democratic  ideology  and  gop  extremism, 
ome  White  House  advisers  say  the  tack  is  working,  point- 
to  CUnton's  poll  ratings  that  have  been  creeping  up  to- 
d  50%.  "There  is  a  focus,  unity,  and  common  purpose 


ADVISER  MORRIS:  Play 

ivg  to  voter  disgust 


not  seen  in  this  White  House  before,"  says  one  adviser. 

But  masquerading  as  an  independent  is  risky.  Having  won 
just  43%  of  the  vote  in  1992's  three-way  contest,  Clinton 
may  shatter  liis  base  in  his  eagerness  to  lui'e  the  middle.  Al- 
though Clintonites  insist  Democrats  will  get  on  board  to 
keep  a  Republican  out  of  the  White  House,  they  may  have 
forgotten  the  bitter  lesson  President  Carter  learned  in  1980, 
when  he  tiuTied  Ills  back  on  much  of  his  party's  base:  Millions 
of  disgusted  Democratic  voters  stayed  home,  and  others,  in- 
cluding union  households,  voted  Republican. 

Already,  some  union  leaders  have  vowed  to 
focus  resources  in  '96  on  close  House  matchups 
rather  than  the  Presidential  race.  And  if  re- 
tired General  Colin  L.  Powell  runs  as  a  Repub- 
hcan,  Clinton's  dissing  of  the  Democrats  may 
spark  a  stampede  of  party  members,  especially 
blacks,  to  the  gop. 

Clinton  meanwhile  could  have  trouble  gov- 
erning. Many  Democrats  won't  feel  compelled  to 
back  him  on  tough  votes.  Indeed,  on  Oct.  30,  half 
the  House  Democrats  joined  Republicans  op- 
posed to  Clinton's  request  to  send  U.  S.  troops  to 
Bosnia.  "He  can  end  up  with  no  aUies,"  says 
Democratic  consultant  Brian  Lunde. 

To  other  critics,  Clinton's  fi-equent  policy  shifts 
smack  of  opportunism.  That's  why  Hill  Demo- 
crats are  dreading  the  coming  negotiations  on 
the  gop  balanced-budget  plan.  They  fear  that  despite  all  his 
breast-beating  about  gop  excesses,  Clinton's  desire  to  cut  a 
deal  will  prompt  him  to  cave — leaving  his  party  brethren  in 
Congress  to  take  the  heat  as  obstnictionists. 

For  a  President  atop  a  golden  triangle,  it's  not  a  bad  tiling 
now  to  have  Hill  Democrats  angry  at  him.  But  Democratic 
pros  say  Chnton  may  end  up  in  a  political  box — romancing 
voters  unsure  of  where  he  stands  and  wondering  why  they 
should  I'eelect  a  man  who  treats  his  fiiends  so  shabbily. 

Bg  Sasmi  B.  Garland 


CAPITAL  WRAPUP 


UNION  WITH  THE  GOP 

Even  such  a  loyal  Democratic  main- 
ly as  organized  labor  can  be  prag- 
itic  when  the  political  winds  shift: 
aions  are  giving  more  than  ever  to 
ngressional  RepubHcans,  now  that 
ey  rule  Capitol  Hill.  During  the 
st  half  of  1995,  labor  pacs  gave  24% 
their  $4.8  miUion  in  contributions 
GOP  members  of  Congress.  That's 
>  from  only  5%  in  the  1993-94  elec- 
)n  cycle,  according  to  the  Center  for 
ssponsive  Pohtics,  a  nonpartisan  fi- 
ince  watchdog  group.  Maritime  un- 


ions gave  most  heavily  to  gop  law- 
makers— 58%  of  their  donations. 
Why?  They  hope  to  block  gop  legisla- 
tion that  would  end  federal  subsidies 
for  the  construction  of  U.  S.  ships. 

IRE  AT  THE  ITC 

►  Talk  about  strange  bedfellows.  Re- 
publican budget-cutters  and  Demo- 
cratic trade  hawks  in  Congress  have 
joined  forces  to  gut  the  International 
Trade  Commission.  iTC  Chairman  Pe- 
ter S.  Watson  is  under  fire  for  being 
reluctant  to  punish  importers  who  il- 
legally price  goods  below  cost.  Con- 


gress may  cut  the  iTC's  '96  budget 
20%,  to  $38  million. 

STUDYING  THE  POLLS 

►  The  White  House  hopes  to  score 
points  with  a  new  student-aid  give- 
away. Pohtical  adviser  Dick  Morris 
and  communications  specialist  Wil- 
liam E.  Curry  Jr.  are  eyeing  a  plan 
that  would  offer  students  a  free  year 
at  a  community  college,  or  $1,200  in 
tax  credits  for  tuition.  Though  some 
Chntonites  knock  the  idea  as  a  gim- 
mick, the  President  could  unveil  the 
plan  by  mid-November. 
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International  Business 


CANADA 


OnAWA  DODGES  A  BULLET 
-BUT  MORE  ARE  ON  THE  WAY 

Quebec's  separatists  will  keep  fighting,  and  fiscal  reform  seems  even  farther  off 


The  night  of  Oct.  30  is  one  most 
Canadians  will  never  forget.  From 
remote  fishing  villages  in  New- 
foundland to  coffee  bars  in  Van- 
couver, citizens  anxiously  watched  the 
see-saw  battle  for  the  futui-e  of  Canada 
unfold  in  Quebec.  Tensions  soared  as 
the  Old  vote  for  a  sovereign  Quehpc 
surged  to  an  early  lead 
that  it  held  until  nearly 
two-thirds  of  the  vote 
had  been  counted. 
Tlien — as  the  Non  vote 
to  keep  Canada  united 
finally  pulled  ahead  for 
good — suppoi'ters  of  a 
united  Canada  enapted 
in  downtown  Montreal, 
shouting,  "Canada! 
Canada!  Canada!"  as 
they  twirled  Maple 
Leaf  flags. 

Outside        Quebec,  BITTERSWEET: 
there's  almost  universal  Montreal  Non 
relief  that  Canada  has  hackers  revel 
averted    what   would  in  victory,  but 
have  been  the  worst  Bouchard 
crisis  in  its  128-year  his-  threatens  to 
tory.  The  stock,  bond,  try  again 
and  currency  markets 
rebounded  after  a  week  of  scarifying 
losses.  And  the  Clinton  Administration 
was  glad  that  it  didn't  have  to  contend 
with  the  possible  breakup  of  the  U.  S.'s 
lai'gest  trarUng  pailner  That  would  have 
plunged  Canada  into  recession  and  se- 
verely disrupted  the  working  of  the 
North  American  Free  Trade  Agreement, 
at  a  time  when  Mexico's  economy  is  al- 
ready suffering. 

BADLY  SHAKEN.  But  the  closeness  of 
the  vote  left  Canada's  leadership  badly 
shaken.  Piime  Minister  Jean  Chi'etien  is 
already  being  widely  condemned  for 
nearly  losing  the  biggest  fight  of  his 
life,  and  some  feel  he  should  resign. 
Now,  if  he  does  not  heed  the  voters' 
message  by  moving  more  quickly  to 
meet  Quebec's  demands,  he  faces  the 
-ame  nightmare  all  over  again.  Already, 
the  emboldened  Lucien  Bouchard,  lead- 
er of  the  separatist  campaign,  is  threat- 


ening to  hold  and  win  another  referen- 
dum on  sovereignty  within  as  little  as 
two  years. 

The  close  results  also  underscore  the 
deep  divisions  not  only  within  Quebec 
but  throughout  Canada.  Most  English 
Canadians  were  stunned  that  the  separ- 
atists came  so  neai-  to  winning.  It  wasn't 
until  the  last  10  days 
of  the  campaign  that 
English  Canada  even 
woke  up  to  the  separ- 
atist threat.  And 
there's  no  consensus  on 


how  the  federal  government  should 
spend  now.  While  leaders  in  Ott;n 
Toronto,  and  Montreal  support  so 
form  of  reconciliation,  western  Cn 
dians  oppose  any  special  deals  for 
bee  and  are  instead  calhng  for  a  radn 
decentralization   of  federal  powe 
Meanwhile,  the  depressed  mariti  r 
provinces,  wliich  rely  heavily  on  fedi- 
subsidies,  worry  that  if  Quebec  go 
they  will  be  geogi'aphically  and  ecom  i 
ically  cut  off,  as  Canada  becomes  a  ki 
of  North  American  Pakistan. 

The  lingering  bitterness  betwei 
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nglish  and  French  Canadians 
ill  also  spill  over  into  budget- 
itting  efforts.  Canada  has  to 
;duce  hugely  expensive  social 
rograms  to  relieve  a  crushing 
ideral  debt  loan,  amounting  to 
)%  of  gross  domestic  product, 
ut  if  Ottawa  now  carries  out 
its  to  such  sensitive  social 
rogi'ams  as  unemployment  in- 
irance  and  old-age  pensions, 
ouchard  will  viciously  attack 
16  federal  government.  The 
ose  vote  "bodes  ill  for  Cana- 
l's long-tem  fiscal  responsibil- 
y,"  worries  Stanley  H.  Hartt, 
20  of  Camdev  Coip.  and  chief 
■  staff  to  fomner  Prime  Minister  Brian 
.'ulroney. 

)ETERlbRATION."  The  continuing  bat- 
e  over  sepai'atism  casts  an  even  dark- 
•  cloud  over  the  Quebec  economy.  Que- 
ic  Premier  Jacques  Parizeau,  65,  who 
inounced  his  resignation  the  day  af- 
T  the  failed  vote,  devoted  all  his  ener- 
es  to  sovereignty.  That  has  produced  a 
;evere  deterioration  in  Quebec's  fiscal 
tuation,"  warns  Toronto-based  Domin- 


THE  NO  VOTE  LIFTS 
THE  CANADIAN  DOLLAR... 


...AND  PUTS  NEW  LIFE 
IN  THE  STOCK  MARKET 


OCT.  2,  '95 


OCT.  31, '95 
DATA;  BLOOMBERG  FINANCIAL  MARKETS 

ion  Bond  Rating  Service.  Indeed,  while 
Quebec's  debt  burden  is  second  only  to 
depressed  Newfoundland's,  "it  is  the 
only  province  that  has  not  vigorously 
attacked  its  fiscal  problems,"  according 
to  a  DBRS  report.  Under  Parizeau,  Que- 
bec ran  Canada's  highest  deficit  as  a 
percentage  of  provincial  gdp  and  im- 
posed some  of  the  highest  tax  rates  in 
North  America. 

Given  the  near-victoiy,  Parizeau's  sue- 

Quebec  must  take 
its  fiscal  medicine  or 
"massively  lose  the 
confidence  of 
the  international 
business  community," 
says  the  Business 
Council's  d'Aquino 


cessors  will  now  be  sorely  tempted  to 
postpone  any  painful  spending  cuts  imtil 
after  another  referendum.  "But  Quebec 
has  no  choice,"  says  Thomas  P. 
d'Aquino,  president  of  the  Business 
CouncO  on  National  Issues,  which  repre- 
sents Canada's  largest  corporations.  Ei- 
ther Quebec  takes  its  fiscal  medicine, 
he  says,  "or  Quebec  will  massively  lose 
the  confidence  of  the  international  busi- 
ness community." 

That  confidence  has  ah"eady  been  bad- 
ly shaken  by  a  class-war  referendum 
campaign  in  which  the  sepai'atists  shaip- 
ly  attacked  the  Quebec  business  elite. 
Tensions  were  further  exacerbated  by 
Parizeau's  claim  that  "we  were  beaten 


OCT.  31 


by  the  power  of  money  and  the 
ethnic  vote,"  a  reference  to 
Quebec's  English-speaking  and 
immigrant  minorities.  Such  bit- 
terness explains  a  continuing 
exodus  of  young  English-speak- 
ing Quebeckers  that  is  weak- 
ening the  province's  economic 
vitality. 

English  Canada  is  equally 
spht.  Quebec  has  long  been  de- 
manding changes  to  the  Cana- 
dian Constitution  that  would 
recognize  it  as  a  "distinct  soci- 
ety" needing  more  autonomy 
and  powers  to  adequately  pro- 
tect North  America's  only  large 
francophone  culture.  But  the  western 
provinces  are  especially  leeiy  of  giving 
Quebec  anything  like  preferential  treat- 
ment. Says  Alberta  Premier  Ralph 
Klein:  "[Distinct  society]  cannot  be  con- 
strued in  any  way,  shape,  or  form  [to] 
give  Quebec  special  status." 
IRRESISTIBLE  MOMENTUM.  The  lack  of 
consensus  in  English  Canada  puts 
Chretien  in  an  uncomfortable  spot  be- 
cause he  has  almost  no  chance  of  strik- 
ing a  compromise  with  the  separatists. 
They  control  not  only  the  Quebec  gov- 
ernment but  also  two-thirds  of  the 
province's  seats  in  the  House  of  Com- 
mons. "Any  proposals  made  to  Quebec 
would  be  roundly  I'ejected  and  coun- 
tered by  an  impossible  list  of  de- 
mands," predicts  Camdev's  Hartt.  The 
reason:  It's  in  the  interests  of  the  sep- 
aratists to  prevent  any  genuine  solution 
fi'om  happening.  What  they  want  is  an- 
other referendum — soon. 

Before  they  risk  holding  such  a  vote, 
the  ruling  Parti  Quebecois  is  likely  to 
formally  install  Bouchard  as  premier-  af- 
ter Pai'izeau  leaves  at  the  end  of  the 
year.  In  a  provincial  election,  Bouchard 
would  probably  win  by  a  landslide.  He 
would  then  have  a  mandate  to  call  an- 
other referendum  as  soon  as  he  felt  the 
sovereigntists  could  win. 

For  many  Quebeckers,  sovereignty 
now  seems  to  have  an  iiresistible  mo- 
mentum. In  1980,  when  the  fii'st  Quebec 
referendum  on  sovereignty  was  held, 
the  separatists  were  ci-ushed  by  a  20% 
margin.  This  time,  they  lost  by  just 
1.2%.  The  betting  is  that  unless  English 
Canada  can  somehow  meet  Quebec's  as- 
pu'ations,  next  time  the  Quebecois  wiW 
finally  get  their  ovm  country.  Far  from 
healing  the  divisions  that  threaten  to 
tear  Canada  apart  ,  the  close  Non  vote 
ensures  that  the  epic  straggle  will  con- 
tinue. Meanwhile,  the  hard  steps  that 
both  the  countiy  and  the  province  need 
to  take  may  be  postponed. 

By  William  C.  Symonds  in  Toronto 
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SOUTH  KOREA 


THE  SLUSH  FUND 

THAT'S  SHAKING  UP  SEOUL 

Pols,  chaebol  bigwigs,  and  foreign  companies  may  be  affected 


At  10  a.m.  on  a  freezing  Nov.  1,  a 
thoroughly  shaken  Roh  Tae  Woo 
appeared  before  govemment  prose- 
cutors. The  former  South  Korean  Pres- 
ident and  four-star  general  had  been 
summoned  to  answer  questions  about 
his  $650  million  secret  slush  ftrnd.  The 
inteiTogation  lasted  a  gineling  18  hours. 

The  Roh  revelations  are  rocking  the 
nation's  politics  as  well  as  business  lead- 
ers and  their  U.  S.  and  Eu- 
ropean partners.  President 
Kim  Young  Sam,  who  suc- 
ceeded Roh  in  1993,  has  or- 
dered a  full  investigation 
into  which  companies  gave 
money  to  Roh — and  for 
what  (table).  Says  Kim:  "I 
want  nothing  to  be  left  out." 
FALSE  NAME.  The  scandal 
began  to  unfold  on  Oct.  19, 
when  an  opposition  lawmak- 
er produced  copies  of  the 
passbook  of  a  secret  bank 
account.  An  executive  of 
Shinhan  Bank  confirmed 
that  the  account,  containing 
$40  million,  was  listed  under 
a  false  name.  It  turned  out  the  depositor 
was  an  assistant  to  Roh's  head  body- 
guard. Under  questioning,  the  two  men 
confirmed  the  existence  of  other  secret 
accounts.  So  far,  the  pr(jsecution  has  lo- 
cated about  $250  million  held  in  various 
institutions.  Roh  says  he  spent  the  rest, 
though  it's  not  yet  clear  whether  it  was 
for  political  reasons  or  for  personal  gain. 

Opposition  members  of  the  National 
Assembly  are  having  a  field  day  specu- 
lating on  the  sources  of  Roh's  funds. 


The  favorite  target  seems  to  be  Gener- 
al Dynamics  Coi-p.  The  reason  is  that  in 
1989,  the  government  decided  to  buy 
F-18s  from  McDonnell  Douglas  Corp. 
as  Korea's  main  fighter  aircraft.  But 
that  decision  was  abniptly  overtiuTied  in 
March,  1991,  and  the  govemment  chose 
go's  F-16s  instead.  Korean  press  reports 
say  Kim  Jong-Hwie,  Roh's  national  se- 
curity adviser,  helped  broker  the  deal. 


SOME  KOREAN  DEALS  UNDER  SUSPICION 
■■■■■■■■EII!^^ 

PURCHASE  OF  F-16s  Samsung/General  Dynamics/$4.5  billion 
SUBMARINES  Daewoo/HDWA^alue  not  available 
FRIGATES  DaewooA^alue  not  available 


SEOUL-PUSAN  HIGH-SPEED  RAILWAY 


SUPPLY  OF  LOCOMOTIVES  GEC-Alsthom/$2.2  billion 
CONSTRUCTION  WORKS  Hyundai,  Samsung,  Daewoo/$7.2  billion 


YOUNGJONGDO  AIRPORT 


MASTER  PLAN  BechteWalue  not  available 
CONSTRUCTION  Haryin,  Hyundai,  Samsung,  Halla/Not  available 

mk  CHUHGANG  ILBO 


He  has  recently  sought  pohtical  asylum 
in  the  U.S." 

Although  the  allegations  about  gd 
have  come  up  before — and  been  de- 
nied— the  emergence  of  Roh's  slush  fimd 
is  giving  the  charges  new  hfe.  "Roh  re- 
ceived about  $140  million  fi'om  General 
Dynamics  following  the  reversal  of  an 
earher  decision  to  buy  F-18s  in  favor  of 
F-16s,"  charges  Kang  Chang-Sung,  an 
opposition  Democratic  Party  member. 
GD  notes  that  in  1991,  the  General  Ac- 


UNDER  FIR] 

Ex-President 
Roh  Tae  Woo 
was  grilled  aboj 
the  $650millio| 
he  may  have 
amassed  from 
such  deals  as  tl 
Seoul-Pusan 
high-speed  trail 


counting  Office  issued  a  report  cone 
ing  that  neither  gd  nor  its  consulU 
made  any  payments  violating  U.  S.  1; 
Says  a  gd  spokesperson:  "There  is  al 
lutely  no  tnith  to  this  allegation." 

Other  projects  in  which  Roh  was 
pected  to  have  received  bribes  incl 
the  $12  biUion  project  to  build  You 
jongdo  International  Airport  near 
chon.  Bechtel  Group  Inc.  and  sev< 
Korean  companies  are  designers  oi 
tractors.  A  Bechtel  spokesman  der 
any  illicit  payments  were  made.  On  ( 
er  deals,  GEC-Alsthom  was  not  av 
able  for  comment,  and  Howaldtswer 
Deutsche  Weift  said  its  submaiine  s; 
were  not  affected. 

NERVOUS  TYCOONS.  Most  experts  do 
that  foreigners  paid  money  directly 
Roh.  Their  Korean  partners  are  un( 
gi-eater  suspicion,  however,  so  chae 
tycoons  are  nervous.  Gi\ 
popular  sentiment  agai 
the  Korean  groups,  brib 
convictions  could  send 
names  to  prison. 

One  group  that  coi 
face  difficulty  is  Sunkyoi 
Chairman  Chey  Joi 
Hyun's  son  is  married 
Roh's  daughter,  and  pn 
reports  say  he  is  suspect 
of  helping  Roh  hide  soi 
of  his  ill-gotten  weal' 
"There  could  be  names  tl 
no  one  would  like  to  knoi 
says  a  Daewoo  Corp.  exe( 
tive.  No  Korean  compa 
has  responded  to 
mounting  allegations. 

President  Kim  denies  that  he  i 
ceived  any  fimding  fi-om  his  predecess' 
If  his  denial  sticks,  he  may  be  able 
use  the  scandal  to  break  the  pattern 
dirty  political  hnks  that  has  dominafc 
Korea.  Ironically,  that  could  also  bene 
Korean  companies,  who  pay  hefty  pel 
centages  of  their  income  for  "contribfc 
tions."  Obviously,  there  is  a  great  deal  \ 
cleaning  up  left  to  be  done. 

By  Laxmi  Nakarmi  in  Seo 
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The  Perfect  System  for  People  Torn 
fetween  Network  and  Plain  Paper  Faxing. 


ith  Canon's  LASER  CLASS®  7000 
Series  of  fax  machines,  you  don't  have 
est  in  two  different  fax  systems  to  have 
)tion  of  faxing  two  different  ways. 
3ne,  they  come  with  an  array  of  cost- 
;  features  that  can  dramatically  reduce 
3hone  line  charges,  like  a  six-seconds 
ige  transmission  speed*  -  the  fastest 
business. 

t  what  makes  the  LASER  CLASS 
Series  truly  revolutionary  lies 
id  the  machines.  Because  as 
)f  the  Canon  LAN  Fax  Server 
n,  they  serve  PC  users  on  your 
II®  network  as  well. 


Now  everyone  in  your  office  can  handle  any 
kind  of  faxing  task  through  one  integrated 
system.  Which  not  only  reduces  costs,  but  can 
make  your  whole  office  run  more  efficiently. 

The  system  features  award-winning  Alcorn® 
software,  a  leader  in  network  software.  And 
because  it's  completely  plug  and  play,  you  can 
have  it  up  and  running  almost  immediately. 

What's  more,  you  can  buy  a  LASER 
CLASS  7000  Series  fax  to  use  today  as  a 
stand-alone  umt  and  with  the  addition  of  the 
if^fl  \  LAN  Fax  Server,  integrate  it  into  your 
CanonL  Novell  network  any  time  in  the  future. 

For  more  information  and  a  free  video 
demonstrating  the  LAN  Fax  Server  System, 


call  1-800-OK-CANON.  You' 

1  see  why 

Canon  remains  number  one  in 

plain  paper 

faxing  for  the  past  six  years. 

Kl  O 

W 

Y  O 

U 

C 

M 

iSEROASS. 

9H     RARER     F  A  C  S  I  M  §  L  E 


Novell  is  a  registered  trademark  of  Novell,  Inc.  Alcorn  is  a  trademark  of  Alcom  Corporation. 
LASER  CLASS  is  a  registered  trademark  of  Canon  Inc.  ©  W  Canon  U.S.A.,  Inc. 
*  Based  on  CCITT  "1  chart  (standard  mode). 


Canon 


International  Business 


JAPAN 


MADE  IN  AMERICA'  ISN'T 
THE  KISS  OF  DEATH  ANYMORE 

The  strong  yen  and  smarter  marketing  are  boosting  U.S.  goods 


It  has  long  been  a  re- 
fi'ain  among  U.  S.  ex- 
ecutives bent  on  ex- 
panding into  markets 
across  the  Pacific:  Let's 
pass  up  Japan's  tough 
markets  and  go  foi' 
booming  China  and 
Southeast  Asia.  Yet 
when  President  Bill 
Clinton  presses  the  flesh 
with  American  business 
leaders  during  his  mini- 
summit  with  Japanese 
Prime  Minister  Tomiichi 
Murayama  on  Nov.  20, 
he  won't  be  hearing  the 
"Japan  Bypass"  song  as 
much  as  he  might  heai'  a 
new  tune  titled  "Crack- 
ing Japan." 

American  companies 
are  making  intriguing  in- 
roads into  Japan's  high- 
tech, auto,  consumer 
goods,  and  retailing  mai- 
kets.  Sure,  a  turbo- 
charged  yen  that's  up 
26%  vs.  the  dollar  since 
1993  is  one  reason,  be- 
cause it  makes  U.  S. 
products  so  attractively 
priced.  Yet  subtle  chang- 
es in  buying  habits, 
cracks  in  a  foitress-hke 
distribution  system,  and  smarter  mar- 
keting could  set  the  stage  for  sustained 
growth  in  U.  S.  imports.  "In  the  last 
two  yeai's,  more  changes  in  Japan  [re- 
tailing] have  happened  than  in  the  last 
40,"  says  Takao  Kondo,  president  of 
Budweiser  Japan  Co. 
SHATTERED  MYTH.  Taken  together, 
these  trends  explain  why  Japan's  trade 
surplus  with  the  U.  S.  declined  14%,  to 
.$23  billion,  for  the  six-month  period 
ended  in  September — the  first  year-on- 
year  drop  since  1991  (chart).  Ti'ue,  the 
falloff  owes  much  to  the  re-import  of 
Japanese  autos  from  U.  S.  transplant 
facilities,  and  some  of  Japan's  export 
momentum  has  merely  shifted  to  off- 
shore manufacturing  centers.  None  of 
the  U.  S.  gains  mean  that  all  the  bar- 
riers have  suddenly  vanished. 

Still,  sales  of  such  U.  S.  products  as 


BIG  SPLASH:  Gap  is  upciiiuy  a  store  in  the  Ginza 


autos  and  personal  computers  are  ex- 
pected to  continue  to  increase.  The  De- 
troit auto  makers  are  getting  more  se- 
rious about  selling  in  Japan.  At  the 
recent  Tokyo  auto  show.  Ford  Motor 
Co.  unveiled  a  right- 
hand  version  of  its 
Taurus  wagon  and  se- 
dans that  will  hit  the 
showrooms  in  1996. 
Chrysler  Corp.  did  the 
same  with  its  compact 
Neon,  which  Chainnan 
Robert  J.  Eaton  hopes 
will  shatter  the  myth 
"that  U.  S.  companies 
aren't  making  a  big 
enough  effort  to  meet 
the  needs  of  Japanese 
consumers." 

Some  of  the  biggest 


THE  TURNAROUND  IH 
U.S.-JAPAN  TRADE 


91       '92       '93       '94  '95 
▲  BILLIONS  OF  DOLLARS  EST 
DATA:  JAPANESE  MINISTRY  OF  FINANCE, 
BUSINESS  WEEK  ESTIMATE 


gains  are  now  being  scored  in  Jair 
long-coddled  high-tech  sector.  Mot  - 
Inc.  has  grabbed  about  14%  of  Ja 
recently  deregulated  and  now  hm, 
cellular-phone  market.  And  U.  S. 
sonal-computer  makers,  led  by  Cnii 
Apple,  and  IBM,  have  grabbed  od 
Japan's  $9  biUion  PC  market  by  \)v 
their  products  20%  to  40%  below  t 
of  key  rival  NEC  Corp. 

U.  S.  computer  makers  wiW  alsi 
a  big  boost  from  Microsoft  Corjj.'s 
23  launch  of  Enghsh  and  Japanese 
sions  of  Windows  95  in  Japan.  Mien 
will  peddle  Win95  not  only  in  ti 
tional  computer  retail  chains  but  ( 
i  hrough  Japan's  convenience  giant  1 
-on's,  which  has  5,400  outlets, 
would  be  disappointed  if  we  don  i 
4  milhon  copies  a  year,"  says  a  s)  )ii 
woman. 

The  ferment  in  Japan's  not  on 
multitiered  distribution  system  expli 
many  of  the  U.S.  gains.  The  gri<\' 
clout  of  Japanese  discounters,  fm- 
ample,  is  offering  U.S.  compaiin 
unique  shot  at  bypassing  the  naii, 
price-gouging  wholesalers.  Packard  f 
Electronics  Inc.  is  doubling  its  ori 
1995  sales  target  to  120,000  pers 
coinputei's,  thanks  to  its  tie-up  with 
counter  Daiei  Inc. 
WHY  NOW?  The  relatively  new  tr 
among  Japanese  consumers  to  dem 
value  for  their  money  also  offers 
opening  for  U.  S.  retailers.  Gap  Inc. 
cently  opened  an  8,350-square-foot  s1 
in  the  heart  of  Tokyo's  ritzy  Ginza 
trict,  betting  consumers  will  flock  tc 
array  of  value-priced  casual  wear 
ilarly,  Campbell's  Soup  Co.  is  tak 
aim  at  Ajinomoto  Co.'s  dominance 
Japan's  $.500  million  soup  market  v 
the  rollout  of  four  imported  prodi 
in  September.  Why  now?  The  drive 
convenience  so  powerful  in  the  U.  £ 
sweeping  into  Japan. 

No  one  is  arguing  that  the  long-tt 
competitive  battle  is  over,  or  even  t 
the  Americans  will  be  able  to  wipe 
their  trade  deficit  w 
Japan,  still  expectec 
run  about  .$47  bill 
this  year.  But  the  J 
anese  are  seeing  m 
goods  stamped  "m; 
in  America."  If  th 
gains  prove  susta 
able,  American  com 
nies  that  have  resor 
to  by]3assing  Japan  \ 
certainly  come  to 
gret  it. 

By  Brian  Bremri 
with  Edith  Hill  I. 
dike,  in  Tokyo 
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If  \bu  Haven't  Considered 


An  Online  Service 


For  Business,  That's  OK. 
There  Hasn't  Been  One. 


Until  Now 


Can  an  online  ^.ervice  really  make  a  difference  to  your  business?  It  can  if  it  saves  yon  time  and  gives  yon  the 
information    ■    you  need,  when  you  need  it.  If  it's  designed  exclusively  with  business  in  mind.  If  it's  from  the 


I 


AC^  Business  Network 


IP 


leader  in  business  telecommunications  solutions.  If  it's  AT&T  Business  Network — the  latest  buzz  in  online  services. 

Order  today  for  critical  industiy  news  and  practical  information  from  more  than  2,500  resources. 
Customized  features,  so  the  information  specific  to  your  needs  is  automatically  located  and  continuously  updated. 
E-mail  capabilities  and  instant  links  to  relevant  business  ^  „  _ 

"        CArCHTHE  BUZZ 

information  on  the  Internet.  And,  as  you'd  expect  from         #    ^^^^s^  FREE  10-Hour  Trial  and 

^     ^  Special  Introductory  Pricing* 

AT&T,  expert  support  to  help  you  every  step  of  the  way.       CT^^'^  * 


Call  now  and  catch  the  buzz. 


1  800  838-3952 

http://www.ichange.com 


AT&T 


AE^BusiNESS  Network.  For  the  Life  of  Your  Business-' 


CNN  Business  News  A  Dow  Jones  Business  Information  Services  ▲  Dun  &  Bradstreet  Information  Services  A  Entrepreneur 
Magazine  Grolip  A  The  Kipunger  'Washington  Eorroiis,  Inc.  A  Standard  &  Poor's  A  Thomas  Register  of  American  Manufacturers 
ATRW  Business  Information  Services  AOver  2,500  Information  Sources  APlus  All  The  Business  Resources  of  ihe  Internet 


Free  trial  must  begin  by  December  31.  1995,  to  quality  for  introductory  pricing  and  does  not  include  fees  for  certain  information  sources,  which  are  clearly  marked  online. 
©  1995  AU4T.  All  rights  reserved.  All  products  and  company  names  mentioned  are  marks  or  registered  trademarks  of  their  respective  companies 


They  may  ne 
on  whicK  funds  to 
agree  on  how  t 

Schwab  Mutxial  Fu 


It's  an  unusual  day  in  the  in\  t 
world  when  dozens  of 
respected  mutual 


^1^ 


fund  managers  all 
give  thumbs  up  to 
something.  Yet  that's 

Rmi  F.Uiuh 
^  Robertson,  St^  / 

the  response  Schwab's     &  Compunv.  / 

Mutual  Fund  OneSource*  has  priKlie 

No  wonder  it's  fast  becoming  Amr 

favorite  way  to  buy  mutual  funds. 

From  the  universe  of  mutual 
funds,  a  select  350. 

OneSource  is  a  service  designed 

help  individual  investors  streamline 

investing  process.  To  accomplish  tl 

Schwab  has  redu< 

the  universe  of 

than  6,000  mutu 


.1 


funds  to  a  mere  35' 


Josephine  Jimenez 
The  Montgomery  Funds    many  of  them  amC 

the  funds  most  frequently  chosen 


©1995  Charles  Schwab  &  Co.,  Inc.  (member  SIPC/NYSE)  is  not  an  undeiwriter  for  these  fiinds.  This  infomiation  should  not  be  construed  as  a  recommendation  or  endorsement.  A  free  prospecais  com 
more  complete  infoBnation  iiicluding  management  fees  and  other  expenses  for  any  fund  is  available  through  Schwab.  Please  review  rhe  prospecais  carefully  before  investing.  Past  perfomiance  is.no  gus 
of  future  results.  Returns  will  vary  and  shares  may  be  worth  more  or  less  than  original  cost.  Schwab  receives  remuneration  from  Mutual  Fund  OneSource  companies.  Certain  fiinds  in  the  Mutual 
ChieSource  service  are  available  with  no  transaction  fees  but  are  not  no-load  funds  because  they  have  12b-l  fees  in  excess  of  0.25%.  Schwab's  standard  transaction  fee  will  be  chargal  on  each  redempt 


but  they  all 
uy  them. 


tors  and  financial  advisors.  Our 
ions  were  made  on  the  basis  of 
I  investor  preference.  With  tools 
Ke  Mutual  Fund  Select  List™,  we 
elp  you  choose  mutual  fi.inds  based 
il  data,  not  bias  or  vested  interest. 

loads,  no  trarisaction 
s.  (No  kidding.) 

t  Schwab,  we've 

Delieved  that 

ors  who  put  their 

y  in  no-load  mutua 

1  ^  The  Bereer  Funds 

enjoy  better  returns.  * 

Street  ]ournal  columnist  Jonathan 

ents  concurs.  On  September  19, 

,  he  wrote:  "No-load  mutual  tund 

tors  get  better  results.  Period." 

consolidated  statement  that  lets 
)u  know  just  where  you  stand. 

ineSource  customers  receive  a 

irehensive  statement  itemizing  the 


Bill  Berger 
Shareholder  &  Director 


value  of  each  of  their  funds.  This  is 

yet  another  OneSource  advantage  - 

one  that  enables  investors  to  evaluate 

their  portfolios  on  a  regular  basis. 

The  markets  never  sleep 
and  neither  do  we . 

OneSource  customers  enjoy  round- 
the-clcKk  access  to  Schwab  representa- 
tives. Whether  you  want  to  ask  a 
question,  request  information  or  place 
an  order,  they're  there.  So  why  not 
open  an  account? 

A  lot  ot  respected  mutual  fund 
managers  would  not  only  agree  with 
your  decision,  but  applaud  it. 

Get  the  OneSource  advantage 
and  receive  a  free  halt-year  sLibscription  to 
our  Mutual  Fund  Selec 
List™  by  stopping  by  one 
of  our  more  than  200 
Schwab  offices  or  calling: 

1-800  5'NO'LOAD 


Fund  OneSource  shares  bought  with  no  transaction  fee  and  held  for  90  days 
ichvvab  reserves  the  right  to  assess  Schwab's  standard  transaction  fees  in  the 
»uld  short-tenn  trading  become  excessive.  Quote  reprinted  from  The  Wall 
lumal  ©  1995  Dow  Jones  &.  Company,  Inc.  Ail  Rights  Reserved. 


Historically  High-Performing 
Mutual  Funds 

Chans  r<'fjn;.scnl  jjiomt/i  uf  a  hypuiheucal  $10,000 
irwcumcnt  nver  a  S'jcar  period  etiidinjj  9/30/95 
Assume.'.  iTmti;strTn;nt  of  capiuil  ^juins  and  income. 

INVESCO  Dynamics 


25,000 
ZO.OOO 
15,000 
10.000 
5.000 

I'wi             m     m  m 

\ ■.•/».• »uv.mttw;  $30,583 

Avcuii^c  unnual  returns  (,is  of  9I}0I95): 
I  year  +29.97%   5  year  +25.0?%    10  year  +i5.69% 

Warburg  Pincus  Emerging  Growth 


Value  of  mvesimeni:  $iO,720 
Average  annual  retunis  fas  of  '^liOI'^5): 
I  year  +4!  .5-f%   .5  year  +25.16%   Since  hiceptum  +IH.45" 

Strong  Opportunity 


.■\ivi,i,>;i.'  annual  nluriiN  (as  ii(  ':'hv/'^'5): 
I  year  +/o,57','o   5  year  +]9.3/'V.  Smee  incepum  +IS.}2% 

Neuberger  &  Berman  Guardian 


;o,c»o 

15,0X1 

Km 

i 

5,M0 

m 

m 

m 

Value 'jmvciimem:  $27,387 
Avciac;e  mmiicd  returns  (as  of  9/.^0/95): 
I  •vcoT +32.2(s%   5  year +22.}2"'o    10 -^car +16.16"' 


U/~\DUIU(!(!rtD  ^'^"^  provided  by  MoniingsUir,  Inc. 

m    mmmn  a,  of  9/30/95.  Fund,  selected 
jroin  the  Sclnvab  Mutual  hund  Select  List  {Second 
Qiuirter'95).  These  and  350  other  funds  are  available 
thnnii^h  the  Schwab  MHtM<<(  Fund  OneSource. 
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OneSource. 
The  Second  Schwab  Revolution. 


International  Business 
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SWEDEN 


RACY  CARS? 

THIS  CANT  BE  VOLVO 

Will  the  stripped-down  company  win  with  sleek  new  models? 


In  the  sleepy  seaport  of  Goteborg,  Vol- 
vo's head  office  perches  serenely  atop 
a  hill  dotted  with  swaying  pines. 
From  his  window,  Chief  Executive 
Soren  Gyll  peers  down  at  Volvo  City,  a 
vast  and  orderly  manufacturing  com- 
plex where  Volvo's  ears,  trucks,  and 
buses  are  turned  out. 

This  placid  setting  gives  no 
hint  of  the  tiu-bulent  times  Volvo 
has  been  going  through.  In  the 
two  years  since  he  killed  a 
planned  merger  with  France's 
Renault,  the  54-year-old  Gyll  has 
put  some  $6.5  billion  in  assets, 
fi'om  an  investment  bank  to  a 
brewery,  on  the  block.  Gyll  is 
using  the  proceeds  to  produce  a 
new  car  model  every  year  foi- 
the  next  five  years,  sleeker  and 
faster  versions  that  break  away 
ft-om  Volvo's  boxy  look. 
STELLAR  RETURNS.  But  goinu 
back  to  Volvo's  basic  busines> 
hasn't  settled  the  nagging  ques 
tion  of  the  company's  fiitm-e,  di- 
spite  strong  sales  that  shouM 
come  in  this  year  at  .$26  billion, 
and  a  surge  in  estimated  pretax 
earnings  to  $2  billion.  Some  com- 
pany veterans  think  the  new 
models  stray  too  far  from  Volvo's  core 
image.  And  many  shareholders  were 
dismayed  by  first-half  results.  Thanks 
to  strong  exports  and  a  weak  ki'ona, 
operating  pr-ofits  did  spmt  84%.  But  un- 
expectedly high  expenses  forced  fb'st- 
half  margins  down  in  autos,  from  4.3% 
to  3.7%.  That  weakness  could  really  hurt 
once  auto  markets  sag.  Some  investors 
wonder  if  cars  will  ever  match  the  stel- 
lar returns  of  the  tiuck  division. 

Soren  Gyll  isn't  satisfied  with  Volvo's 
performance  either.  "It's  not  good 
enough,"  he  says  flatly.  But,  he  points 
out,  progi'ess  is  being  made.  After  asset 


sales,  Volvo  will  have  $4  billion  in  cash 
by  yearend  1996.  Wliile  it  took  10  years 
to  produce  the  800  series,  new  models 
now  take  two  years. 

Gyll  has  also  set  a  goal  of  boosting 
annual  auto  sales  40%,  to  500,000,  by 
2000.  Already  the  8.50  model,  wliich  fea- 
tui'es  side  air  bags,  has  boosted  Volvo's 


GYLL  AND  AN  850  MODEL 


How  to  broaden  the  appeal? 


share  of  the  U.  S.  luxury  market  a  full 
percentage  point,  to  8%-.  Then  there  ai'e 
the  new  models.  Later  this  year  the  S4, 
a  .$27,000  curvy  midsize  compact,  de- 
buts to  compete  against  Audi,  BMW,  and 
Mercedes  in  Europe.  A  foiu-wheel-diive 
sedan,  a  convertible,  and  the  fu-st  two- 
seater  coupe  in  25  yeai's  will  follow  over 
the  next  two  years.  A  sports  utility  ve- 
hicle is  on  the  drawing  hoard. 

Yet  inside  the  company  numerous 
rows  have  broken  out  over  this  new  di- 
rection. A  company  source  says  brand 
managers,  called  the  "image  police" 
internally,  fret  that  the  designers,  intei- 


ested  in  speed  and  performance  ris 
alienating  Volvo's  loyal  base  of  cuoi; 
ers,  who  want  safety  and  envii-onnn' 
fiiendliness  in  a  car 

One  sign  of  this  conflict  surfa( 
the  U.  S.  Dealers  eager  for  new 
ucts  recently  were  surprised  to 
that  they  won't  be  getting  the  nt 
compact  as  promised.  According  t 
insider,  some  senior  executives  fr 
smaller,  high-performance  S4  \ 
undermine  the  company's  "safety 
image  in  the  U.  S.  as  well  as  dri\ 
marketing  costs.  A  spokesman  say:- 
ing  the  S4  in  the  U.  S.  just  wasn't 
nomically  feasible. 
NOTHING  DOING.  Meanwhile  the  S\\ 
shareholders  who  opposed  the  Ki 
alliance  are  still  worried. 
.'^  Lars-Erik  Forsgardh,  man: 
director  of  the  Swedish  Ac- 
tion of  Small  Shareholder:-: 
would  like  to  see  a  more  au 
sive  dividend  policy.  The  v<  > 
ny  has  accumulated  so  i 
cash,  it  has  become  a  hug< 
get  for  a  raider."  Volvo  si ; 
have  languished  at  about  Si 
the  Stockholm  exchange.  \ 
other  concern  is  that  Voh  n  - 
needs  a  partner  to  share  ( 1 
opment  costs. 

Nothing  doing,  says 
"Mergers  are  one  hell  of 
he  states.  But  Volvo's  not  - 
it  alone,  exactly.  It's  fdi  i 
mini-alliances  on  specific  pri 
In  a  plant  in  the  Nether 
for  example,  the  same 
produce     Mitsubishi  A 
Corp.'s  Caiisma  and  Voh  - 
using  the  same  platfoiTn.  Anotln';  , 
ance  is  with  Britain's  TWR,  the  m 
car  maker  that  recently  built  the  Im 
edition  .Jaguar  XJ220.  twr  will  j)i n: 
a  coupe  and  convertible  for  Volvo,  n: 
the  850  platform. 

These  limited  deals  make  sen- 
Volvo,  as  Gyll  certainly  doesn't  \ 
his  company  to  be  another  coipoi  ai  i 
pawn.  But  only  Volvo's  performanc 
the  next  recession  will  show  if  Gyll ; 
escape  the  attention  of  the  auto  v  i  i 
and  bring  his  gi'and  plans  to  finitin 
Bij  Paula  Dwijer  in  Goteborg,  | 
Keith  Naughton  in  Detroit  I 


Volvo's     I         FOCUS  ON  CARS 


i^l^^^^^^l  By  yearend  1996,  Volvo  will  have 
MMpipBIH  sold  $6.5  billion  in  assets,  in- 

1^42^2^^^  eluding  stakes  in  Hertz,  Pharma- 
cia, and  Renault.  Volvo  will  be 
left  with  cars,  trucks,  and  con- 
■iMiiwm'iiBaiaM  struction  equipment. 


MAKE  MORE  MODELS 


Volvo  wants  to  broaden  its  ap- 
peal with  a  four-wheel-drive  se- 
dan, a  coupe,  a  convertible,  and 
maybe  a  sports  utility  vehicle 
and  minivan. 


PRODUCE  MORE  FLEXIBLY 


Volvo  is  outsourcing  more  of  it: 
cars,  including  diesel  engines 
and  transmissions.  And  rede- 
signed plants  can  produce  fourl 
models  on  the  same  productioi 
line. 


] 


66  BUSINESS  WEEK  /  NOVEMBER  13.  1995 


Why  you  should  seek 
out  this  symbol  of  excellence 


When  you've  reached  the  point 
where  you're  ready  to  make  an 
investment  in  a  Rolex,  you  want  to 
be  sure  the  jeweler  is  as  reputable  as 
the  timepiece.  So  while  we  spend  an 
enormous  amount  of  time  crafting 
the  Rolex  Oyster,  we  devote  just  as 
much  time  and  attention  to  selecting 
and  training  Rolex  jewelers.  After 
all,  it  is  not  unreasonable  to  expect 
your  relationship  with  both  to  last 
for  decades. 

The  advantages  of  dealing  with  an 
Official  Rolex  Jeweler  are  significant; 


OFFICIAL  JEWELER 


Look  for  this  Sign  at  the 

Official  Rolex  Jeweler  nearest  you. 


•  Only  an  Official  Rolex  Jeweler  ensures  that  you  are  investing  in  an  authentic 
Rolex  timepiece. 

•  Only  an  Official  Rolex  Jeweler  is  authorized  to  provide  you  with  a  Rolex 
warranty  bearing  the  store's  name.  This  uncompromising  warranty  is  backed 
by  our  renowned  service  network. 

•  Only  an  Official  Rolex  Jeweler  is  authorized  by  Rolex  Watch  U.S.A.  to  add  genuine 
Rolex  accessories,  such  as  diamond  dials  and  bezels,  to  your  watch.  Genuine 
accessories  protect  the  integrity  of  your  timepiece  and  the  value  of  your  investment. 

While  we  are  extremely  proud  of  the  remarkable  individuals  who  have  worn  our  timepieces  over 
the  years,  we  are  just  as  proud  of  the  exceptional  people  who  sell  and  service  them. 

When  you're  ready  to  invest  in  a  Rolex,  be  sure  to  look  for  the  Official  Rolex  Jeweler  Sign  in 
the  Official  Rolex  Jeweler's  store  nearest  you. 


t 

ROLEX 


Rolex  Oyster  Perpetual  Day-Date  m  18kt  gold  with  matching  President  bracelet. 
Write  for  brochure.  Rolex  Watch  U.S.A.,  Inc..  Dept.  924.  Rolex  Building,  665  Fifth  Avenue,  New  York.  N.Y.  10022  5383 
Rolex,  #,  Oyster,  Oyster  Perpetual,  Day-Date  and  President  are  trademarks. 


It  IS  \(M\  hot  today. 
And  \vv\  (Jry. 
\li  has  walkefl  very  tar. 
Me  is  a  strotiji  man  but 
still  he  \vr)n(lers. 


^hy  do 


This  November,  IBM 
is  going  to  really  heat 
up  the  desert. 

We Ve  always  been 
known  for  pretty  sizzling 
technology,  but  in  the 
past  year,  we've  been 
issued  1.298  patents. 
That's  more  than  any 
other  company,  ever. 

Still,  its  just  a  start. 
After  all,  technology  is 
only  as  brilliant  as  its 
application. 

At  COMDEX:  you  11 
find  our  ideas  at  work 
in  our  products  and 
solutions.  You  see,  at  IBM 
an  idea  isn't  hot  until  it 
really  breaks  a  sweat. 


Solutions  for  a  small  planet" 


International  Outlook 


EDITED  BY  ROSE  BRADY 


FRANCE:  iS  CHIRAC  FINALLY  READY 
TO  ROLL  UP  HIS  SLEEVES? 


Seldom  has  a  poweifiil  new  leader  come  to  giief  as  qiiick- 
ly  as  French  President  Jacques  Chb-ac.  Just  six  months 
aftei'  Chii'ac  won  office,  his  approval  rating  has  plunged  to 
a  mere  14%.  It's  easy  to  see  why.  Although  he  pledged  to  cut 
taxes,  his  government  is  raising  them  instead.  And  despite 
Chii*ac's  vow  to  create  jobs,  unemployment  has  started  rising — 
to  11.5%  in  September  fi'om  11.4%  in  August — after  falling 
from  a  peak  of  12.5%  last  December  Prime  Minister  Alain 
Juppe  has  taken  only  a  modest  stab  at  a  thiixl  Cliirae  promise: 
cutting  budget  deficits.  That  has  soured  in- 
vestors on  France  and  thi-eatens  efforts  to  cre- 
ate a  common  Eiu'opean  cun-ency. 

Now,  Chirac  and  Juppe  are  scrambling  to 
repair  the  damage.  It's  a  last-chance  effort  for 
Juppe,  whose  approval  rating  has  sunk  below 
Chirac's.  Partly,  that's  because  of  the  regime's 
fii'st  big  scandal:  revelations  that  Juppe  and 
his  children  got  publicly  owned  apartments  at 
cheap  rents.  If  confidence  stays  low,  Chirac 
may  dump  Juppe  in  a  few  months.  His  likeliest 
successor:  centrist  Raymond  BaiTe,  a  fi"ee-mai'- 
ket  economist  adored  by  financial  markets. 
SINKING.  Juppe's  job  hinges  on  plans  for  fiscal 
rigor,  outlined  by  Chirac  on  Oct.  26.  The  "pri- 
ority of  priorities,"  the  President  declared,  will 
be  to  cut  budget  deficits — fi'om  5%  this  year  to 
3%  in  1997.  That's  a  requirement  for  Euro- 
pean monetary  union,  but  it's  also  supposed 
to  build  investor  confidence  and  permit  lower  interest  rates, 
thus  juicing  an  economy  that  is  sinking  toward  possible  re- 
cession late  next  year.  Since  Chirac  announced  his  new  tack, 
he  and  Juppe  have  publicly  jawboned  the  Bank  of  France  to 
cut  rates. 

Will  Chii'ac  and  Juppe  finally  make  good  on  theii-  promises? 
The  markets  think  so.  The  Paris  Bourse — Europe's  worst 
performer  this  year — ^jumped  5%-  in  the  two  days  after 
Chn-ac's  deficit-cutting  pledge.  "There's  a  change  in  tone — I'm 


GLOBAL  WRAPUP 


CHIRAC:  Damage  control 


more  encom'aged  about  France  than  I've  been  in  a  long  1 1 
says  DaiTen  Williams,  an  economist  at  Men-ill  Lynch  &  * ' 
London.  Yet  there's  plenty  of  reason  for  skepticism.  I- 
deficits  this  year — from  the  health-care  system  to  thi 
railway — are  topping  forecasts.  "They  will  become  moi  v 
ficult  to  control  as  the  economy  weakens,"  warns  I  I 
Ramm,  an  economist  at  Germany's  Commerzbank. 

The  fu'st  test  will  come  on  Nov.  13,  when  Juppe  will  ■ 
Parliament  liis  plan  to  halve  France's  $12  billion  social-s. 

deficit.  He'll  likely  propose  a  1%  incoii. 
surcharge,  contributions  by  retirees,  and  a  ~ 
deductible  on  every  medical  claim.  Jupji 
also  expected  to  make  pubhc  employees  \': 
longer  for  full  pension  benefits — a  refoi  i 
phed  to  private-sector  workers  two  yea)' 
ARSON.  But  Juppe  is  sure  to  meet  stroiiL! 
sistance.  State  workers  shut  France  d()\^ 
Oct.  10  in  a  warning  strike  on  benefit  cir 
privatization.  On  Oct.  30,  3,000  tradesnit 
fii'e  to  the  welfare  office  in  Bordeaux,  pai  i  I 
protest  high  social-security  taxes.  And  ; 
employees  threaten  new  strikes.  Man 
sei-vei-s  think  Juppe's  resolve  will  wither,  tin 
weakening  the  franc. 

It's  not  just  marchers  who  are  upset 
Juppe.  Business  leaders  wish  he  would  cui 
spending  instead  of  hiking  taxes.  The  Pa! 
France's  employere'  association,  has  been  ■ 
ly  critical,  an  unusual  reaction  to  a  conservative  goven 
Even  Chii'ac's  backers  in  Paiiiament,  where  he  enjoys  an 
majority,  have  gi'own  restive:  Recently,  they  voted  a  $2  bi 
spending  cut  and  told  Juppe  to  figui'e  out  where  to  appl 
"Chirac  is  pleasing  nobody,"  says  James  Lister-Cheese 
economist  at  Independent  Strategy,  a  London  investment 
viser.  Since  his  popularity  can't  get  much  worse,  the 
seems  ripe  to  stail  the  controversial  refonns  his  countiy  ne 

By  Stewart  Toy  in  P 


FORD  S  ASPmATIONS  IN  CHINA     OPPOSING  THE  EURO' 


►  Ford  Motor  Co.  isn't  backing  away 
after  losing  the  $1  billion  Shanghai 
luxury  car  project  to  General  Motors 
Corp.  "This  is  not  a  derailment,"  says 
Ford  CEO  Alexander  J.  Trotman.  Ford 
has  four  parts  plants  and  one  small 
assembly  project  in  China  and  thinks 
it  can  win  other  deals  there.  A  family- 
car  project  is  one  Ford  wants.  Even 
though  it  may  be  years  away,  Ford  is 
pushing  its  versatile  European 
Fiesta,  which  can  be  built  as  a  com- 
pact, sedan,  wagon,  or  a  pickup  truck. 


►  Europe's  hopes  of  achieving  a  com- 
mon currency  have  been  dealt  an- 
other blow  by  Germany's  opposition 
Social  Democratic  Party  (spd)  leader, 
Rudolf  Scharping.  Scharping  has 
called  on  Chancellor  Helmut  Kohl  to 
delay  introducing  the  "Euro"  until  af- 
ter 2000.  The  about-face  is  designed 
to  push  a  hot  button  with  German 
voters,  who  are  increasingly  reluctant 
to  sacrifice  the  strong  German  mark, 
a  potent  symbol  of  nationhood,  espe- 
cially in  eastern  Germany.  But  finan- 


cial analysts  fear  that  delaying  rnon 
tary  union  could  abort  the  project 
altogether. 

The  main  surprise  is  Scharping's 
timing.  Observers  figured  that  he 
would  wait  until  nearer  the  1998  Bu 
destag  elections  to  raise  one  of  the 
few  issues  on  which  he  is  closer  to  t 
electorate  than  Kohl.  But  after  the 
SPD  fared  poorly  in  Oct.  22  elections 
in  Berlin,  Scharping  has  to  shore  up 
his  position  now  against  the  populis 
Prime  Minister  of  Lower  Saxony, 
Gerhard  Schroder,  who  is  also  makii 
the  mark  an  issue. 


70  BUSINESS  WEEK  /  NOVEMBER  13,  1995 


ON  AMERICA  ONLINE! 
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ENJOY  stories  from 
Business  Week's 
international 
editions. 


CHECK  OUT  who's 
going  to  be  onstage  for 
upcoming  events,  plus 
transcripts  of  past 
events. 


PARTICIPATE  in 

discussions  on  topics 
ranging  from 
computers  and 
technology,  to 
business  for  kids. 


FREE  Start-up  Kit! 

M -800-233-8700 


Yes!  rd  like  to  try  America  Online  —  FREE. 

For  free  software  and  a  trial  membership,  call  1-800-233-8700,  or  mail  this  coupon  to; 
America  Online,  8619  Westwood  Center  Drive,  Vienna,  VA  22182-2220. 
If  not  completely  satisfied,  I  may  cancel  without  further  obligation. 


COMPANY/DEPT/APT  NO. 


PHONE 

Select  Disk  Type  and  Size: 
Windows":      □  3.5  disk       □  CD-ROM 
Macintosh":     □  3.5  disk       □  CD-ROM 
DOS:  □  3.5  disk       □  5.25  disk 

'To  use  America  Online  lor  Windows,  you  must  have  a  386  PC  or  higher.  4MB  o!  RAM,  a  VGA  monitor,  a  mouse,  a  modem,  and  a  working  copy  of 
Wmdows  3  1  AVindows'  ^5  Amenta  Online  lor  Macintosh  requires  ai  least  a  13"  monitor  or  a  Powerbook  Amenca  Online's  Web  Browser  is  not 
available  in  a  DOS  format  Use  of  Amenta  tJnIine  requires  a  ma]or  credit  card  or  checking  account  Limn  one  free  tnal  per  individual  Must  be  18 
years  of  age  or  older  Amenca  Online  is  a  registered  servite  mark  of  Amenca  Online,  Inc  Wmdows*  95  is  a  registered  trademark  of  the  Microsoft 
Corporation  Other  names  are  service  marks  or  trademarks  of  ihcir  respective  owners 
P1195S-IN 


□  Low  Density      □  High  Density  19748 
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me: 

I  promise  to  be  free. 
I  promise  to  be  different. 
^         I  promise  to  take  tbe  other  path. 
^^^^^^■^Sii^jl,^"!^  promise  to  be  unique. 


I  promise  to  have*?  300-hp  Northstar  V8. 
I  promise  to  have  ^^tts-pTens^on  that 

reads  faster  than  Evelyn  Wood. 
I  promise  to  have  a  body  that  parts  traffic. 

Eldorado  Touring  Coupe  with  the 

Northstar  System,  by  Cadillac. 


f  or  more  information,  call  1  -800- 3  3  3-4CAD. 


El  dorado 


Gad  I  L  L  A  c 

Creaxiimg  a  Higher  Standard,, 


The  Corporation 


STRATEGIES 


A  NEW  PAINT  JOB 
AT  PPG 

How  do  you  rev  up  a  company  this  successful-and  cautious? 


Blue  glass.  Throughout 
the  1980s,  reseai-ehers 
at  pp<;  Industries  Inc. 
worked  long  hours  to 
develop  bluish  windshields  that 
would  let  in  filtered  sunHght 
but  block  out  the  heat,  ppg's 
scientists  were  bubbling  about 
this  new  engineered  glass  load- 
ed with  added  value.  And  the 
mai'ket?  Well,  how  about  eveiy 
car  company  in  the  world? 

There  was  only  one  prob- 
lem. When  PP(i  finally  un- 
veiled the  blue  windshields  in 
1991,  the  auto  makers 
wouldn't  have  any  of  it.  Tliey 
didn't  like  the  color,  or  the 
price.  "We  developed  a  gi"eat 
mousetrap,"  laughs  Gaiy  W. 
Weber,  vice-president  for  sci- 
ence and  technology.  "But 
there  were  no  mice." 

Blue  glass  was  just  a  hiccup  for  ppg, 
certainly  nothing  to  disiupt  the  steady 
profits  at  the  112-year-old  glass,  paint, 
and  chemical  company,  originally  known 
as  Pittsburgh  Plate  Glass  Co.  But  as 
Jerry  E.  Dempsey  saw  it,  the  chasm  be- 
tween ppg's  labs  and  its  customei-s  point- 
ed to  a  weakness  at  the  $6.3  billion  com- 
pany. When  Dempsey,  the  fii'st  outsider 
ever  hired  to  ran  pp(;,  took  up  residence 
two  yeai's  ago  in  the  tmreted  black-glass 
headquarters  known  as  the  Ice  Palace, 
he  took  a  couple  of 
months  to  acciuaint  him- 
self with  the  businesses 
and  then  delivei-ed  his 
verdict:  To  ovei'come  flat 
sales  gi'owth,  pp(j  need- 
ed a  crash  course  in 
marketing. 

Now  the  63-year-old 
Dempsey,  who  was 
originally  viewed  as  a 
transitional  ceo,  is  out 
to  pump  up  PP(;  with 
marketing  muscle.  To 
do  that,  the  fomiei-  ceo 
of  WMX  Technologies 
Inc.'s  Chemical  Waste 


Management  subsidiary  is  quietly  re- 
shai)ing  the  company,  pouring  invest- 
ment into  liigher  gi'owth  niches,  many  of 
which  demand  heavy  marketing  skills. 
He's  building  factories  to  make  Ti'ansi- 
tions  sunglasses  and  advertising  them 
on  TV.  He's  inviting  companies  such  as 
Nike  Inc.  into  the  labs,  hoping  to  sell  it 
not  only  the  bouncy  innards  for  its 
shoes  but  also  color-changing  decora- 
tions. To  revamp  I'Pg's  old-fine  commod- 
ity culture,  Dempsey  has  even  reached 


A  PAINT  AND  GLASS  GIANT 
USES  NEW  APPROACHES... 

•  Offering  to  run  entire  paint 
operations  in  auto  plants,  grabbing 
a  bigger  share  of  the  coatings  and 
chemicals  business. 

•  Setting  up  insurance  claims  net- 
work to  funnel  window-replacement 
business  to  PPG  distributors. 

•  Wresting  markets  from  other 
materials.  One  target:  replacing 
computers'  aluminum  hard  disks 
with  glass. 


.TO  IGNITE  SALES  GROWTH 


PPG  NET  SALES 
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across  town  to  H.  J.  Heinz  Co.,  w 
he  hired  a  former  ketchup  man  as  1 
first-ever  marketing  director.  "I  1 
there  was  a  lot  we  could  do  to  g  w 
the  products,"  Dempsey  says. 

Dempsey's  goal  is  to  reignite  r 
sales,  which  have  hovered  at  arouni 
bilhon  through  the  1990s.  To  do  so, 
continuing  ppg's  push  abroad,  opeT . 
glass  plants  in  China  and  buying  [): 
businesses  in  South  America.  Demp 
is  also  tripling  investment  in  fa.<i 
gi'owing  sectors,  such  as  specialty  cli^ 
icals  and  powder-based  paints,  that  1 
account  for  40%  of  sales  but  60' r 
earnings.  The  bet  is  that  ppg's  meti 
lous  managers  can  thrive  in  new  in 
kets,  many  of  them  far  from  the  cn 
modifies  they  now  master.  And  1 
hoping  that  he  can  imbue  these  man 
ers  with  marketing  chutzpah  with 
disi-upting  the  company's  stolid,  depv  i- 
able  culture. 

"ONLY  98%  SURE."  But  change  is  a  toil: 
sell  at  a  company  whose  stock  has  ■.- 
tiu'ned  600%  in  the  past  decade,  inclii- 
ing  13%  this  year,  and  where  thii-d-qu*- 
ter  earnings  just  reached  a  record  $17 
milUon  on  $1.72  billion  in  sales.  Indei. 
PPG  routinely  delivers  higher  margs 
than  its  top  competita 
Shei-win-WiUiams,  1 » 
Chemical,  and  Owci 
Coming  Fiberglas.  I )( 
Witter  Reynolds  I  . 
analyst  Harvey  S.  S- 
ber  calls  it  "one  ol' t 
best-managed  companies  in  Amei  n- 
Chemicals  Vice-President  Peter 
Heinze  says  ppg  executives  are  so  cai- 
ful  and  pi'ecise  that  their  notion  of  w  ii  - 
ing  it  is  ensluined  in  an  unofficial  corn) 
ny  motto:  "Just  do  it — even  if  ymi 
only  98%  sure." 

Small  wonder,  then,  that  getting  r, 
managers  to  plunge  into  risky  new  ur. 
kets  is  a  challenge.  Dempsey  is  leadi , 
the  way  by  taking  some  risks  of  I 
own,  such  as  naming  foirner  Heinz 

President  Benjam 
Fisher  to  the  new  111; 
keting  position.  It  tn' 
Dempsey  a  full  t\ 
years  to  wedge  open 
space  at  the  comjiai 
for  his  marketing  m 
ven.  And  to  avoid  r; 
tling  the  top  executi\  t 
he  had  to  insert  Fish^ 
below  a  host  of  vie 
presidents. 

Dempsey  demonstrc 
ed  his  push  into  ma 
ket  niches  soon  aft< 
arriving  at  the  conip 
ny.  He  found  ppg's  iie 


DEMPSEY: 

Pushing  into 
niches  such  as 
color-changing 
sunglasses 
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AMERICAN  STOCK  EXCHANGE  COMPOSITE  TRANSac  .."-'-^ 


On  demand.  That's  the  new  delivery  mode  facing  the  news,  information  and  entertainment 
business.  And  we've  built  a  $945  million  company  by  meeting  every  demand,"  says  ].  Stewart  Bryan  111, 
Chairman  of  Media  General  Inc.,  listed  on  the  Amex  since  1969.  "The  Amex  is  our  strategic 
partner.  Market  c]uality  is  excellent.  We  have  93  institutional  holders.  And  analyst  coverage  bv  10 

major  firms.  Now  that's  the  visibility  we  want."  J.  Stewart  Bryan  III  is  rig  on  the  Amex. 

AMERICAN  STOCK  EXCHANGE.  To  learn  nboiit  the  ndimntages  the  Amex  can  bring  to  your  company, 
contact  Chairman  Dicl<  Si/ron.  Phone  212-306-535.^  F-iiinil  rsyro)i(u'ainex.com.  Weh  site  http://umnv.amex.com. 


For  over  125  years,  Bell  Atlantic  has  served  the  businesses  of  the  Chesapeake  Bay. 
Today,  we're  helping  them  explore  less  familiar  waters  —  guiding  them  in  the  voice 
and  digital  technologies  that  will  take  their  businesses  into  the  next  generation. 

Visit  our  Home  Page  on  the  Internet: http://www.bell-atl.com/ 
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Florida-based  Transitions  plastic-lens 
unit  at  a  crossroads.  It  had  a  promising- 
technology  for  lenses  that  lighten  or 
diU'ken  automatically  in  response  to  light 
levels,  but  a  ftrst  generation  flopped  in 
the  marketplace.  The  lenses  changed 
too  slowly  and  came  in  unpopular  colors. 
Many  expected  ppc  to  wi-ite  off  Transi- 
tions as  a  failed  experiment.  Instead, 
Dempsey  pom-ed  money  into  second  and 
thii'd  generations  and  built  lens  factories 
with  French  partner  Essilor  Interna- 
tional in  Ireland  and  Australia.  Now  a 
$100  million  business  gi'owing  at  40%  a 
year,  Ti-ansitions  has  become  a  show- 
case for  Dempsey's  niche-market  vision 
for  PP(;  and  a  model  for  other  startups. 
Already,  Dempsey  is  pressing  research- 
ers to  perfect  the  next  generation  of 
Ti-ansitions,  which  will  come  with  a  but- 
ton for  manual  adjustment. 
RECESSIO^^PROOF?  Dempsey  is  also  look- 
ing to  take  more  ci-eative  approaches  to 
ppg's  existing  commodity  markets.  At 
Chiysler  Corp.'s  Belvedere  (111.)  Neon 
plant,  PPG  has  taken  over  the  entire  paint 
shop.  The  idea  is  that  ppg  can  sell  every 
single  coating  for  the  cars  and  oversee 
theii-  application.  "We  save  the  customer 
money  and  split  the  difference,"  says  E. 
Kears  Pollock,  vice-president  for  coat- 
ings and  resins.  The  move  has  boosted 
ppg's  sales  to  the  plant  by  20%,  and  most 
of  the  growth  is  in  higher-margined  spe- 
cialty coatings.  But  it  also  tiu'ns  ppg  into 
a  service  provider,  a  new  business  with 
risks  of  its  own.  Still,  Dempsey  is  jMsliing 
similar  contracts  in  North  America  and 
Eiu'ope.  In  another  service  ventui'e,  he's 
pushing  PFG  into  insurance-claims  pro- 
cessing. The  idea:  to  funnel  broken-win- 
dow repau's  straight  to  ppg  suppliers. 

Dempsey,  a  gi'andfatherly  South  Car- 
olinian, was  brought  in  two  years  ago 
lai'gely  to  manage  the  succession  at  ppg, 
where  the  hard-driving  Vincent  A.  Sami 
had  prepaj'ed  no  heirs.  Dempsey  prompt- 
ly began  gi-ooming  two  executive  vice- 
presidents  for  1997,  dividing  the  compa- 
ny between  them  as  co-chief  operating 
ofScei-s.  Dempsey's  hope  is  that  they'll  in- 
herit a  company  that  has  been  buffered 
against  the  next  recession  thanks  to  glo- 
bal expansion  and  niche  marketing. 

There  are  signs  that  ppg  marketers 
are  making  headway  in  new  niches.  A 
couple  of  miles  east  of  the  Ice  Palace,  a 
group  of  architects  at  Carnegie  Mellon 
University  are  putting  together  an  office 
of  the  future.  It  features  a  host  of  the 
latest  environmental  gadgets  and  build- 
ing materials.  The  windows  at  this  "In- 
telligent Workplace"  are  a  new  thermal 
product  from  ppg.  It's  an  engineered 
glass  with  a  bluish  hue. 

Bt/  Stephc})  Baker  in  Pittsburgli 


BOARDROOMS 


ARE  THESE  10 
STRETCHED  TOO  THIN 

At  troubled  companies,  the  same  directors'  faces  pop  upl 


Is  it  just  coincidence?  Lilyan  H. 
Affinito  sits  unobtrusively  on  the 
boards  of  some  of  the  biggest  com- 
panies in  the  U.  S.  and  is  paid  near- 
ly $300,000  a  year  for  her  trouble.  But 
quite  frequently,  the  companies  she 
serves  come  down  with  a  bad  case  of  fi- 
nancial malaise.  Kmart  Corp.  atrophied 
for  years  before  ousting  ceo  Joseph  E. 
Antonini  in  March — years  after  womed 
shareholders  fii'st  got  on  the  company's 
case.  Tambrands  Inc.  bounced  ceo  Mar- 
tin F.  C.  Emmett  in  1993  after  the  mar- 


"FROM  AAA  TO  JUNK" 

One  investor  envi- 
sions "a  database 
that  ranks  directors 
tite  way  you  rate 
bonds."  These  are 
the  10  directors 
found  most  often  on 
the  boards  of  com- 
panies targeted  by 
shareholder  groups 


(CalPERS)  or  the  Council  of  Institutic 
Investors.  Both  groups  judge  a  com 
ny's  performance  against  that  of  its 
dustry  peers.  CalPERS  also  considers 
company's  corporate-governance  rec 
before  placing  it  on  the  list.  Those  v 
served  most  often  on  the  boards 
these  companies,  especially  outfits  t 
geted  in  multiple  years,  won  a  spot 
the  final  ranking  (table). 

The  worst  track  record,  by  this  m 
sure,  belongs  to  Affinito.  Frank  C.  C 
lucci  III,  the  former  Defense  Secreta 


1 LILYAN  AFFINITO: 
Kmart*.  Chrysler* 
Caterpillar,  Jostens* 


2 FRANK  CARLUCCI: 
Westinghouse*,  Gen- 
eral Dynamics,  North- 
ern Telecom*,  Upjohn 


ket  share  of  the  company's  only  product, 
Tampax,  plunged — as  the  board  voted 
itself  a  pay  raise.  Affinito,  a  retired  ex- 
ecutive of  a  sewing-pattern  company, 
also  sits  on  the  boards  of  Caterpillar, 
Jostens,  Lillian  Vernon,  and  Clirysler. 

To  be  sure,  Affinito,  who  did  not  re- 
spond to  repeated  requests  for  com- 
ment, is  not  solely  responsible  for  the 
misfortunes  of  any  of  these  companies. 
But  as  a  director,  she  is  partly  respon- 
sible. And  she's  not  the  only  one:  To  a 
remarkable  degree,  the  boards  of  the 
countiy's  most  troubled  companies  share 
an  overlapping  cast  of  directors. 
VICTIMS  OF  STATISTICS?  Who  are  some 
of  the  directors  with  the  least-distin- 
guished track  records?  BUSINESS  week 
looked  at  the  120  companies  targeted 
since  1992  by  either  the  California  Pub- 
lic  Employees'   Retirement  System 


came  in  at  No.  2;  and  John  L.  Wei 
berg,  senior  chairman  of  Goldman  Sacl 
ranked  thii'd.  The  companies  on  who 
boards  he  served  "all  restructured,  c 
costs,  and  developed  strong  strategies 
says  Weinberg.  "As  the  economy  h 
recovered,  [they]  are  doing  extreme 
well." 

Some  of  these  directors  may  be  vi 
tims  of  statistics,  because  each  serves  ( 
a  large  number  of  boards.  But  that 
also  part  of  the  problem,  say  corporat 
governance  gurus:  CEOs  who  dish! 
board  supervision  actually  prefer  dire 
tors  who  are  spread  thin,  says  Charl< 
M.  Elson,  a  law  professor  at  Floridg 
Stetson  University.  "If  you  sit  on  mar 
boards,  it's  probably  a  sign  that  you'i 
not  a  very  good  director." 

Somewhat  surprisingly,  Berkshir 
Hathaway  Inc.'s  Wan-en  E.  Buffett,  pe 
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3 JOHN  WEINBERG: 
Champion  *,  B.F. 
Goodrich  *,  DuPoiit, 
Knight-Ridder 


6 LOU  GERSTNER: 
IBM\  RJR  Nabis- 
co, Caterpillar,  New 
York  Times 


haps  the  most  lion- 
ized figui'e  in  Ameri- 
can business,  won  a 
place  in  the  rankings. 
Despite  his  large 
stakes  in  both  uSAir 
Inc.  and  Salomon 
Inc.,  both  repeat  tar- 
gets of  the  share- 
holder groups,  Buf- 
fett's  presence  on 
those  boards  failed  to 
tiuTi  the  tide.  Eai'lier 
this  year,  he  quit  the 
USAir  board  and 
wi'ote  down  the  val- 
ue of  his  investment 
in  the  aii'line.  And  on 
Oct.  19,  Buffett  an- 
nounced he  planned 
to  cash  out  $140  mil- 
lion of  his  $700  mil- 
lion of  Salomon's  pre- 
ferred stock  rather 
than  convert  it  to 
common  shares. 

Oddly  enough,  di- 
rectors who  have 
been  at  the  scene  of 
multiple  corporate 
meltdowns  suffer  al- 
most no  perceptible 
harm  to  theii-  repu- 
tations. A  poor  track 
record  does  not 
make  a  director  any 
less  desirable  to  oth- 
er companies  looking 
to  fill  vacant  board 
seats,  says  Charles 
M.  Ferry,  chairman 
of  the  search  firm 
Korn/Ferry  Interna- 
tional. "The  board  is 
seldom  held  account- 
able for  what  has 
happened  at  these 
companies,"  he  notes. 
"Generally,  the  ceo 
carries  the  burden  of  the  company  that 
has  failed." 

"ILL-EQUIPPED."  And  while  much  of  that 
burden  should  rest  with  the  CEO,  inef- 
fective boards  are  the  root  of  much  of 
the  trouble.  That's  the  view  of  chemical- 
industry  entrepreneur  Jon  M.  Hunts- 
man, who  has  served  on  the  boards  of 
several  public  companies — and  has  de- 
clined invitations  to  join  about  a  dozen 
others.  He  now  serves  only  on  the 
Bankers  Tioist  New  York  Corp.  board. 
Huntsman  has  been  disturbed  by  the 
low  wattage  of  the  dialogue  in  board- 
rooms. "Most  directors  I  have  met  are 
ill-equipped,  at  best,  to  be  advising  com- 
panies," he  says.  What  particularly 


4 RICHARD  MUNRO: 
Kmart  *,  IBM*, 
Time  Warner 


LiniE  AT  STAKE? 

CEOs  who  dislike 
supervision  may 
pick  directors  with 
many  posts.  So  "if 
you  sit  on  many 
boards,  it's  proba- 
bly a  sign  that 
you're  not  a  very 
good  director" 


5 VERNON  JORDAN: 
American  Express, 
RJR  Nabisco,  Dow  Jones, 
Union  Carbide,  Ryder 


7 WARREN  BUFFETT: 
Salomon*,  USAir* 
Coca-Cola 


8' 
1 


RENE  MCPHERSON: 

Westinghouse*, 
Dow  Jones,  Mercantile 
Stores 


9 EDGAR  WOOLARD: 
IBM*,  DuPont, 
Citicorp 


10 


•DENOTES  A  COMPANY  CITED  IN  TWO  OR  MORE  YEARS 
DATA  DIRECTORSHIP  DATABASE,  CALPERS,  COUNCIL  OF  INSTITUTIONAL  INVESTORS.  COMPANY  REPORTS 


alarms  Huntsman  are  directors  who  sit 
on  "a  multitude  of  boards,  deriving  fees 
and  making  a  living  from  board  to 
board.  One  has  to  ask  what  their  real 
contribution  is." 

Particularly  galling  to  some  share- 
holders is  that  outside  directors  emerge 
unscathed  from  a  corporate  train 
wreck,  since  they  typically  hold  few 
shares  and  suffer  no  haiTn  to  their  rep- 
utations. "It  shows  that  the  reputation 
of  the  company  does  not  seem  to  rub 
off  on  the  director.  I  think  it  should," 
says  Nell  Minow  of  the  Lens  Fund, 
which  invests  in  underperforming  com- 
panies and  then  agitates  for  improved 
performance. 


The  days  of  t 
Teflon  director  m 
be  ending.  Sha] 
holder  activists,  w 
have  caused  a 
change  in  the 
namics  of  corporj 
governance  in  rec( 
years,  think  the 
peated  presence  of 
many  of  the  same 
rectors  at  troubl 
companies  is  not 
accident.  They  p; 
diet  that  the  tra 
records  of  directc 
will  take  increasi 
prominence  as  sha 
holders  seek  to  h( 
their  representati^ 
accountable  for  p( 
performance, 
lightning  repeatec 
strikes,  one  begi 
to  wonder  wheth 
there  is  a  reaso: 
observes  Joseph 
Grundfest,  forme; 
at  the  Securities 
Exchange  Comm 
sion  and  now  a  Sts 
ford  University 
professor.  "In  the 
days,  people  were 
paying  attention 
individual  directo 
track  records  a 
how  many  other  d 
asters  they  ha 
been  associated  wi 
That  is  going 
change." 

Minow  and  oth 
activist  shareholdf 
say  that  there  is  n 
mentum  building 
a  way  to  judge 
effectiveness  a 
competence  of  corj 
rate  dii'ectors.  Minow  envisions  "a  da 
base  that  ranks  directors  like  you  n 
bonds,  from  AAA  to  junk."  Already, 
most  18%  of  the  largest  boards  cull  " 
effective"  directors  every  year,  sa 
Korn/Feny.  And  with  increasing  atte 
tion  paid  to  the  performance  of  indiv 
ual  du'ectors,  the  day  may  soon  coi 
when  they  are  ousted  as  regularly  a 
as  publicly  as  underperforming  CE( 
That's  the  prediction  of  Scott  Paper  c 
Albert  J.  Dunlap,  who  is  shaiply  critii 
of  what  he  regards  as  do-nothing  dir( 
tors.  The  pink  slips,  he  says,  "are  co: 
ing  like  a  fi-eight  train"  into  Corport 
America's  boardrooms. 

By  Elizabeth  Lesly  in  New  Yo 


kWILLIAM  GRAY 

'Westinghouse' 
Lotus,  Scott  Paper 


t 
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AXA's  size  as  one  of  the  world's  insur- 
ance leaders  and  of  our  efficiency. 
Our  clients,  each  with  different 
retirement  problems,  live  in  23 
countries  on  4  continents.  Cross 
fertilization  through  international 
synergy  groups  allows  us  to  devise 
more  innovative  and  thoughtful 
solutions. 

With  US  $  250  billion  in  funds 
under  management,  we  are  also 
the  4th  largest  insurance  group 
worldwide.  So  we  are  not  speaking 
lightly  when  we  say: 


INSURANCE  &  INVESTMENT 


Marketing 


FAD  FOOD 


GIMME  A  BAGEL 
-WITH  LEGS 

From  Boise  to  Biloxi,  the  deli  staple  heads  for  the  heartland 


It's  8  a.m.  at 
Bruegger's  Bagel 
Bakery  in  Den- 
ver. Polly  E.  Par 
son,  a  doctor  at  Den- 
ver General  Hospital, 
picks  up  a  sackful  of 
bagels  for  the  interns 
and  resident  physi- 
cians she  oversees. 
"They're  excited  to 
get  bagels,"  she  says. 
"I  brought  doughnuts 
once,  and  they  left 
them." 

Who  doesn't  love 
these  chewy,  dough- 
nut-shaped rolls? 
Once,  bagels  were  GUILT-FREE: 
just  boiled  bread,  a 
Jewish  delicacy  as  foreign  to  heartland 
Americans  as  matzoh  balls.  But  now, 
from  Boise  to  Biloxi,  they're  the  snack 
food  of  the  '90s.  Fast-growing  bakery 
chains  offer  bagels  in  unorthodox  fla- 
vors that  would  bewilder  the  immigi'ants 
who  bi'ought  them  a  century  ago  fi'om 
Eastern  Eui'ope:  sun-dried  tomato,  spin- 
ach pesto,  papaya,  and  chocolate  chip. 


low-sugar  profile  wins  fan>. 


Like  cookies,  muffins,  and  cinnan 
rolls,  bagels  are  a  portable  snack  fooi 
but,  says  Carol  Kroskey,  senior  editoi 
Bakery  Prodmimi  &  Marketing,  wit 
guilt-free  difference:  "They're  heal 
treats.  Bagels  have  less  of  an  evil  pre! 
than  a  high-fat  cookie."  Made  with 
shortening  and  never  more  than  a  pi] 
of  sugar,  bagels  are  low  in  fat, 

Americans  are  expected  to  buy  ^ 
billion  worth  of  bagels  this  year,  up  3 
over  the  past  five  years,  says  Krosl 
who  predicts  a  50%  increase  in  the  n 
five.  Bagel  shops,  vi^hose  sales  sho 
total  $450  million  this  year,  are  the  fi 
est-gi"owing  segment  of  the  market. 
McBAGEL'S?  That  increase  comes 
large  part^  ft-om  chains  such  as  Bru 
ger's,  the  industiy  giant,  which  projc 
that  its  207  stores  will  gi-ow  to  1 
by  1998.  Privately  held  Braegger's  Cc 
doesn't  break  out  results  but  says  t 
company-owned  and  franchised  sto 
had  total  sales  last  year  of  $81  mill 
and  predicts  that  will  climb  to  $145 
lion  this  yeai-.  Publicly  traded  Manhat 
Bagel  Co.  earned  $.506,585  last  year, 
revenues  of  $6.2  million,  primarily  fr 
sales  of  raw  bagels  and  spreads  to  fr 
chised  stores  plus  franchise  fees 
nimiber  of  stores  has  moi'e  than  doub 
this  year,  to  181,  mostly  in  the  Ej 
but  Manhattan  is  ex-panding  into  Calil 
nia.  Fast-growing  Big  Apple  Bag 
And  instead  of  cream  cheese  and  lox,  adds  bagel  dogs,  pizza  bagels,  and  ch 
they'i'e  being  slathered  with  "lite"  cheese  olate-covered  bagel  chips  to  its  me 
and  jalapenos  or  bacon.  Sales  of  pack-  and  it  is  testing  bagel  drive-through 
aged  bagels,  with  a  shelf  life  of  "^HE  BAQ^i         Supermarket  bagel  sa 

two  weeks  instead  of  two  .•'  ^^'^  booming, 

days,  are  on  the  rise,  too.  -•,  packaged  .-gj^gf,  ..•   4jt>j^  helped  by  the  m 

Now,  some  big  food  fran-  ^  comcH  ■         Z..  •■■  ket-building  done 


cMsers  ai-e  taking  a  closer 
look  at  the  bagel  boom. 


FROZEN 

.  $250 


.1142 


BUT  ARE  THEY 
REALLY  BAGELS? 


M 


Iichael  Edelstein  has  a  passion, 
and  his  passion  is  bagels.  The 
vdndow  of  his  35-year-old  store- 
front bakery  in  Queens,  N.  Y.,  Bagel 
Oasis,  declares,  with  typical  New 
York  modesty,  "We're  not  good  by 
accident.  We're  the  best  on  pui"pose." 

Edelstein  and  his  staff  of  20  bak- 
ers turn  out  4,000  to  5,000  dozen 
hand-formed  bagels  a  week — about 
what  Ki"aft  Foods  Inc.  produces  just 
warming  up  the  ovens.  But  don't 
bother  stopping  by  Oasis  for  a  choco- 
late cliip  bagel  or  a  sun-dried  tomato 


bagel.  "It's  a  circle. 
You  can  put  cheese  on 
it,"  he  says  of  such  New 
Age  interlopers.  "But  it's 
not  a  bagel." 
PURE  AND  SIMPLE.  Oasis  bagels  are 
made  vdth  only  five  ingi'edients: 
flour,  malt,  salt,  yeast,  and  water,  all 
mixed  together  in  a  90-year-old  taffy 
machine  that  can  handle  800  pounds 
of  dough  at  a  time.  Bakers  cut  long 
strips  ft-om  giant  blocks  of  dough, 
roll  the  strips  into  tubes,  cut  them  to 
size,  and  with  a  flip  of  the  wrist  foiTO 
them  into  bagels.  After  rising,  the 
bagels  are  boiled  in  a  giant  cauldron 
of  water,  fished  out,  drained,  and 
baked  on  wooden  slabs  in  a  60-year- 
old  oven. 

Sounds  simple,  but  to  a  connois- 


the  chains.  Last  y( 
more  than  $1.2  bill 


seur  such  as  Edel- 
stein, there  are  a 
thousand  ways  to 
bungle  a  bagel,  from 
low-quality  flour  (a  prob- 
lem in  recent  years)  to  added  sugar 
(a  desecration  never  allowed  at  Oa- 
sis) to  hiding  quality  flaws  with  extrj 
ingredients  such  as  oil  (that's  not  a 
bagel,  either).  The  perfect  bagel, 
says  Edelstein,  is  crisp  on  the  out- 
side and  light  on  the  inside. 

So  what  does  Edelstein  think  of 
the  bagel  chains  spreading  this  East 
Coast  ethnic  offering  throughout  the 
heartland?  "Did  bagels  reach  the  rest 
of  the  country,"  he  asks,  "or  did 
white  bread  with  holes  in  it  reach 
the  rest  of  the  country?" 

By  Mary  Kuntz  in  Queens,  N.  Y 
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Sarah  knows  a  lot  about  diabetes.  She  knows  because 


It.  But  she  doesn't  knov\'  that  Eh  Lilly  and 


Company  developed  the  medicine  she  takes  every  da)-.  Or  ihat  we  keep  her  doctor  up-to-date  about  the  findings 


a 


of  health  care  professionals  all  over  the  world       [m  Jm       who  treat  kids  just   like  her.  Why  should  she? 


She's  busy  just  being  a  seven-year-old.  If  the  last  Ih)  years  have  taught  us  anything,  it  is  simply  this:  knowledge  is 


r 


powerful  medicine.  So,  while  we  continue  our  search       Im^       ^o''  innovative  medicines,  Lilly  is  also  pioneering 


ways  to  use  information  technology  to  improve  health  care.  We're  collecting,  analyzing,  and  sharing  infor- 


mation  with  thousands  of  health  care  providers      {■    /■       and  patients.  And  we're  leading  the  search  tor 


better,  more  aftorc^able  treatments,  preventions,  and  cures— so  people  can  live  healthier,  more  active  lives. 


Meanwhile,  for  Sarah,  Lilly  may  be  only  the  name       /■  on  her  medicine. ..and   that's   just  fine  with 


KNOWLEDGE  IS  POWERPUL  MEDICINE 


Government 


worth  of  bagels  rolled  out  of  supermar- 
ket doors.  Kraft  Foods  Inc.  sold  its  bak- 
ei-y  operations  in  June — but  held  on  to 
Lender's  Bagel  Bakery,  the  No.  1  gi"o- 
cery  brand.  Both  Ki-aft  and  Sara  Lee 
Corp.  have  introduced  fresh  supermar- 
ket bagels,  a  fast-growing  segment. 
"CREDIBILITY."  Such  hot  expansion  has 
attracted  the  attention  of  some  savvy 
food  marketers.  In  March,  Starbucks 
Coffee  Co.  paid  $11  million  for  20%  of 
Noah's  New  York  Bagels  Inc.,  a  Califor- 
nia company  with  27  outlets  near  San 
Francisco.  Now,  Noah's  is  expanding 
into  Los  Angeles,  where  industry  sales 
are  growing  nearly  fivefold  a  year. 
"Starbucks  gave  us  financing,  a  great 
strategic  partner,  and  credibility  vdth 
landlords  and  bankers,"  says  Noah's 
president  and  ceo,  William  B.  Hughson. 
He  has  a  dozen  stores  in  development 
adjacent  to  Starbucks  coffeehouses. 

Meanwhile,  Boston  Chicken  Inc., 
which  pushes  home-style  prepared  din- 
ners, is  lending  as  much  as  $80  million 
to  Progi-essive  Bagel  Concepts  Inc.  in 
exchange  for  options  on  more  than  half 
the  company's  stock.  "Bagels  in  the 
morning  is  the  same  thing  Boston  Mar- 


A  dozen  Noah's  bagel 
shops  will  open  next  to 

coffee  bars  owned  by 
new  partner  Starbucks 


ket  is  doing  for  dinner,"  says  Mark  W. 
Stephens,  ( 'FO  of  Boston  Chicken,  which 
will  provide  capital  and  support  seraces 
but  stay  out  of  management.  Progres- 
sive Bagel,  a  merger  of  four  indepen- 
dent chains,  has  just  opened  its  proto- 
type  einste!n  bros.  bagel  store  in  Ogden, 
Utah,  and  plans  to  convert  all  53  of  its 
outlets  to  einsteln's.  It  will  add  some 
300  more  by  the  end  of  1996.  The  com- 
pany uses  a  contemporaiy  cafe  foranat 
and  also  serves  lattes,  herbal  teas,  and 
sandwiches.  In  fact,  despite  their  New 
York  names,  most  of  the  new  bagelries, 
with  their  crisp,  clean  lines  and  blight 
gi'aphics,  look  more  like  California  coffee 
bars  than  Big  Apple  delis. 

Is  the  market  big  enough  for  all 
these  bagel  arrivistes?  When  Brueg- 
ger's  opened  a  store  in  Bethesda,  Md., 
on  the  same  block  as  Bethesda  Bagels,  a 
longtime  local  bakery  that  makes  ba- 
gels by  hand,  the  outcry  reached  the 
front  page  of  the  local  paper.  But 
Bethesda  Bagels  is  doing  fine  despite 
the  new  competition.  Its  newest  plan: 
franchising,  of  course. 

By  Sandra  Dallas  hi  Denver,  with 
hureau  report  h 


POLITICS 


BUSINESSCRATS' 
TO  THE  RESCUE? 

Senator  Kerrey  is  recruiting  a  new  breed  of  Dems  for  '96 


REDEFINING  DEMOCRAT:  Sanders  left  Glaxo  Die's  corner  office  to  take  on  Jo 


Like  most  CEOs,  Elliott  S.  Close  em- 
braces many  goals  of  the  Republi- 
can Congi'ess,  such  as  balancing 
the  budget,  curbing  government 
regulations,  and  enacting  term  limits. 
But  the  head  of  Island  Hai'bor  Develop- 
ment Coip.,  a  residential  real  estate  firm 
in  Fort  Mill,  S.  C,  is  tumed  off  by  Cap- 
itol Hill's  partisan  rancor  and  gop  lead- 
ers' reluctance  to  limit  the  influence  of 
special  interests.  So  Close  has  decided  to 
do  something  about  it:  yxxw  for  the  U.  S. 
Senate  in  1996.  As  a  Democrat. 

Close,  who's  trying  to  oust  92-year-old 
Republican  Strom  ThiuTnond,  admits  he's 
a  bit  uncomfortable  in  the  party  of  Bill 
Clinton  and  Ted  Kennedy.  "People  are 
not  enamored  with  either  party,"  says 
the  42-year-old  businessman,  who  de- 
scribes himself  as  a  moderate  conserva- 
tive. "We  need  people  without  a  hard- 
line political  agenda  who  can  get  things 
done  through  business  logic  and  com- 
mon sense  rather  than  bicker" 

Senator  Bob  Ken-ey  (D-Neb.)  couldn't 
have  said  it  any  better  As  chairman  of 
the  Democratic  Senatorial  Campaign 
Committee,  he's  scouring  Corporate 
America  for  a  few  good  execs  willing  to 


run  for  the  Senate  next  year.  Ken 
hopes  a  wave  of  business  recruits  si 
as  Close  vwU  convince  swing  voters  t' 
his  party  is  not  captive  to  the  th 
L's — liberals,  lawyers,  and  labor.  "So 
one  who  has  been  successful  knows 
effort,  focus,  and  discipline  necessar 
do  the  job,"  says  the  two-term  Neb 
kan,  who  owned  a  chain  of  family  res 
rants  before  entering  politics. 
HELP  WANTED.  Kerrey's  ad:  Centi 
with  real-world  experience  sought.  M 
be  willing  to  tackle  thoniy  politic: 
sues,  such  as  reining  in  the  costs  ol' 
Secmity  and  other  entitlement  progra 
"The  Democrats  have  to  redefine  \\ 
they're  all  about,"  says  Dr  Charles 
Sanders,  who  quit  earlier  this  yeai' 
chainnan  of  Glaxo  Inc.,  the  U.  S.  unit 
British  drug  giant  Glaxo  Holdings  plc 
challenge  Senator  Jesse  Helms  (R-N. 
"I  stand  for  grovrth,  fiscal  responsibil 
and  investment  in  education." 

While  Kerrey  has  so  far  recruited 
least  six  businessmen,  he  faces  a  dau 
ing  task.  With  the  (K)P  already  holdin. 
54-46  edge  and  eight  Democratic  inct 
bents  retu^ing  nexl  year.  Democrats  ; 
given  scant  chance  of  retaking  the  S 
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Connect 

'The  advantage  we 
give  our  clients  in 
emerging  economies 
isn't  just  that  we 
know  the  markets. 
It's  also  that  the 
markets  know  us." 


When  you're  doing  business  in 
emerging  markets,  it  helps  to  be 
known  -  by  potential  partners,  gov- 
ernment officials,  and  others  who 
can  make  or  break  a  deal.  Our  long- 
time involvement  in  virtually  every 
sector  of  these  markets  ideally  posi- 
tions us  to  share  insights  and  deliver 
successful  outcomes.  Consider  these 
recent  credentials:  we  were  sole 
lead  manager  for  Poland's  first  inter- 
national debt  issue  since  1989.  In 
South  America,  we  advised  on  the 
largest  M&A  transaction  (outside  of 
privatizations)  of  1995.  We  helped 
the  world's  largest  auto  maker  enter 
the  market  in  India,  where  joint 
ventures  of  our  own  give  us  a  unique 
presence.  As  a  trader  of  securities 
from  more  than  40  emerging  econ- 
omies, our  1994  volume  was  double 
that  of  our  nearest  competitor.  The 
fact  is,  no  other  firm  is  as  active 
across  the  board.  So  J.P  Morgan 
clients  get  more  than  an  outpost  in 
the  emerging  markets.  They  get  a 
sponsor  who  can  help  them  connect 
with  the  right  information,  the  right 
opportunities,  and  the  right  results. 


Viorgan  bankers  in  Bombay  with  joint  venture  colleague  (center) 


J  P  Morgan 


Government 


Kerrey  is  out  to  convince  swing  voters  that  his  party  isn' 
captive  to  the  three  L's-liberals,  lawyers,  and  labor 


ate.  But  Kerrey  hopes  his  enroUees  can 
capture  some  of  the  "outsider"  magic 
that  helped  House  Republicans  in  1994: 
More  than  half  of  the  73  gop  freshmen 
have  business  experience.  He's  also  bet- 
ting that  CEO  candidates  can  aid  his  par- 
ty in  consen-ative  states,  such  as  South 
Carolina,  Idaho,  and  Oklahoma. 

The  new  Businesscrats  will  have  to 
get  used  to  being  loyal  Democrats.  Most 
have  donated  to  the  gop  as  well  as  the 
Democratic  Party.  Sanders,  for  exam- 
ple, gave  money  to  former  President 
George  Bush  and  ex-Senator  Bob  Pack- 
wood  fR-Ore.).  Waher  C.  Minnick,  ex- 


were  wooed  only  after  other  prominent 
Democratic  pols  opted  out,  the  opposition 
is  praising  the  strategy.  "It's  a  lot  smart- 
er than  recruiting  young  lawj'ers,"  ad- 
mits GOP  consultant  Eddie  Mahe  Jr 

The  new  approach  is  also  winning  ap- 
proval from  executives.  "The  more  we 
bring  businessmen  in  there,  the  more 
they  could  bring  [the  Democrats]  to  the 
center,"  says  James  Bradley,  retired  CEO 
of  Springs  Co.,  a  South  Carolina  insu- 
rance and  machine-tools  business.  Brad- 
ley has  donated  to  both  parties  in  the 
past,  but  he's  backing  Close  in  '96. 

If  just  a  handful  of  Democratic  execs 


The  Democrats'  Business  Slate 

Democratic  Party  senatorial  candidates  with  business  backgrounds 


CANDIDATE/STATE 

JAMES  SEARS  BRYANT 

Oklahoma 

ELLIOn  S.  CLOSE 

South  Carolina 


WALTER  C.  MINNICK 

Idaho 

E.  BENJAMIN  NELSON 

Nebraska 


DR.  CHARLES  A.  SANDERS 

North  Carolina 


MARK  WARNER 

Virginia 


BACKGROUND 

Founder  of  JBI/Sports  Ventures,  a 
sports-management  firm 

CEO  of  Island  Harbor  Development, 
a  real  estate  company,  and  a 
former  textile  executive 

Former  CEO  of  TJ  International, 
a  construction-supply  business 

Former  president  and  CEO,  Central 
National  Group  Insurance.  Now 
governor  of  Nebraska 

Ex-chairman  of  the  U.S.  unit  of  Glaxo 
and  former  vice-chairman  of  Squibb, 
both  pharmaceutical  companies 


Founder  of  MRW  Enterprises  and 
Columbia  Capital,  which  specializes 
in  wireless  communications 


INCUMBENT  REPUBLICAN 

James  M.  Inhofe 
Strom  Thurmond 

Larry  E.  Craig 
Open  seat 

Jesse  A.  Helms 


John  W.  Warner 
(no  relation) 


CEO  of  TJ  International  Inc.,  a  Boise  (Ida- 
ho) building-materials  company,  worked 
in  the  Xixon  WTiite  House.  Moreover, 
all  favor  a  balanced  budget  and  vow  to 
limit  their  sen-ice  in  Wa'^hington  to  two 
six-year  terms.  "We're  a  little  younger 
and  less  traditional"  than  incumbent 
Democrats,  says  James  Sears  Bryant, 
founder  of  an  Oklahoma  sports-agent 
company  that  has  merged  with  ProSer\' 
Inc.  "I  want  to  show  that  it's  0.  K.  to 
have  a  job  and  a  career  and  take  some 
time  off  to  help  the  countn,' — and  then 
go  home,"  says  Biyant. 

Republicans  are  warily  eyeing  Ker- 
rey's effort.  Although  many  of  the  execs 


win,  they  could  push  a  pro-growth  Dem- 
ocratic agenda  on  Capitol  Hill  and  seek 
bipartisan  centrist  coalitions  to  temper 
the  excesses  of  the  gop  revolution.  For 
instance,  Kerrey's  corps  would  push  reg- 
ulator}' and  legal  reforms  to  ease  bur- 
dens on  business  without  curtailing  the 
rights  of  \ictims  of  corporate  misdeeds. 
They  also  would  seek  a  bipartisan  over- 
haul of  campaign-finance  and  lobbying 
rules.  Heading  their  economic  wish  list: 
federal  partnerships  with  the  private 
sector  to  improve  the  nation's  education, 
research,  and  job  training. 

Virginia  Senate  hopeful  Mark  War- 
ner, who  made  a  fortune  running  wire- 


less-communications companies,  wa 
government  to  work  with  business 
make  the  U.  S.  more  globally  comp( 
tive.  "I  reject  the  argument  of  Den 
crats  who  say  government  is  always  1 
solution  and  RepubHcans  who  say  g< 
emment  is  always  the  problem,"  s£ 
Warner,  who  hopes  to  replace  go? 
cumbent  John  W.  Warner  (no  relatioi 

While  Warner,  a  former  Democra 
state  chairman,  was  eager  to  run 
Senate  in  '96,  other  execs  have  be 
more  reticent.  Minnick  was  first 
proached  by  a  jogging  partner  who  t 
him  the  Democrats  wanted  a  Sem 
candidate  who  was  "socially  modera 
fiscally  conser\'ative,  and  had  a  can 
that  had  nothing  to  do  with  pohtic 
Minnick  repeatedly  rebuffed  the  entre 
ies  because  "the  Democratic  Party 
damn  near  nonexistent  in  Idaho,  and 
body  had  ever  heard  of  me."  But  Ken 
wouldn't  take  no  for  an  answer, 
kept  calling  me,  pe.stering  me,"  rec£ 
Minnick.  With  Democratic  polls  sho 
ing  that  gop  incumbent  Larry  E.  Cr 
is  Milnerable,  "he  con\inced  me  that, 
could  win,  it  was  an  opportunity  to  d^ 
little  good  on  some  issues  I  care  aboi 
IMITATION?  The  liberal  Democratic  I 
tablishment.  meanw'hile,  isn't  just  roll 
over  while  these  centiist  newcom* 
grab  the  party's  reins.  In  North  Can 
na,  Sanders  faces  a  tough  primary  fi{ 
with  liberal  ex-Mayor  Har\'ey  B.  Ga 
of  Charlotte,  the  unsuccessful  1990  no 
inee  against  Helms.  And  the  state  pai 
organization  is  deeply  di\ided.  Some 
ditional  Democrats  worr^'  that  the  bi 
ness  candidates  offer  little  more  thai 
pale  imitation  of  gop  consen'atism — a 
are  likely  to  be  rejected  by  voters  w 
wiU  opt  for  the  real  thing.  Says  ex-Ri 
resentative  Tom  Andrews  of  Maine, 
unsuccessful  1994  Senate  candidate: 
in  an  attempt  to  make  Democrats  m( 
'acceptable,'  you  tr\^  to  out-right  Repi 
Ucans  on  some  of  the  Lssues,  then  you 
undermined  your.self  ultimately." 

But  such  griping  doesn't  faze  the  n 
recruits.  "If  I  lose,"  says  Minnick,  "1 
only  costs  will  be  a  year  of  my  ti: 
and  whatever  of  my  owm  money  I  j 
into  the  campaign."  That's  not  too  bij 
price  or  risk  for  executives  familiar  w 
the  uncertainties  of  business.  If  th 
succeed,  the  return  on  their  investmt 
could  be  significant — for  them  and  a 
suscitated  Democratic  Party. 

By  Rklmrd  S.  Durdiam  in  WashiyuT' 
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MICONDUCTORS 


iT  ROCKWELL.  THE  WORD 
S  WIRELESS' 

in  it  translate  its  success  in  modems  to  the  phone  business  of  the  future? 


^  ack  in  the  1970s,  when  Rockwell 
W  International  Coip.  was  chuiTiing 
Mout  bombers,  satellites,  and  rock- 
W  et  engines  for  the  government,  a 
f  skunk  works  in  its  semiconductor 
t  was  working  on  a  far  more  mun- 
le  product:  fax  machines.  It  was  try- 
to  dramatically  pare  down  the  hun- 
ds  of  chips  that  it  then  took  to  send 
image  of  a  piinted  page 
T  a  telephone  line. 
The  research  paid  off 
'ond  everyone's  vdldest 
ams.  Electronic  devices 
t  once  filled  a  file-cabi- 
-size  box  now  fit  on  a 
gle  chip.  Coupled  with 
aggressive  strategy  that 
.  helped  win  70%  of  the 
rldwide  modem  market 
Rockwell,  that  chip  is 
foundation  of  a  billion- 
lar  business:  Rockwell 
niconductor  Systems. 
,  RIVALS.  Nowi  Rockwell 
gambling  that  another 
mk-works  project  can 
)ture  a  major  chunk  of 
lew,  lucrative  market — 
•eless  communications.  On  Oct.  30, 
'  company  unveiled  a  five-chip  pack- 
;  that  includes  essentially  eveiything 
3ded  to  build  one  of  the  new  900- 
gahertz  digital  cordless  phones.  It's 
;  industry's  most  highly  integrated 
;kage,  Rockwell  claims,  and  the  com- 
ly  is  so  confident  of  success  that 
ckwell  Semiconductor  has  created  a 
N  division  to  spearhead  the  thrust: 
•  Wii'eless  Communications  Div.  Look 
similar  chip  sets  soon  for  cellular 
3nes,  personal  digital  assistants,  and 
3ry  other  type  of  wireless  gadget, 
ckwell's  goal  is  making  "chips  for  per- 
lal  communications  of  all  types,"  ex- 
ins  Dwight  W.  Decker,  president  of 
ckwell  Semiconductor  Systems. 
Jumping  into  the  wireless  telephone 
siness  wall  pit  Rockwell  against  such 
pmaking  stalwarts  as  Toshiba,  SGS- 
omson,  and  Motorola.  But  Decker  is 
daunted.  For  one  thing,  he  has  al- 


ready faced  down  the  world's  biggest 
chipmaker,  Intel  Coi-p.,  and  at&t  Micro- 
electronics. In  1990,  Intel  grabbed  the 
top  sales  spot  in  modems  for  PCs,  while 
Rockwell  was  doing  so  poorly  that  the 
company  was  on  the  verge  of  bowing 
out.  But  Decker  led  a  small  cadre  that 
persuaded  top  management  to  launch 
an  expansion  drive  instead.  Less  than 


DECKER: 

"We  kicked 
Intel  Old  of 
the  modem 
busmess  " 


pany  is  using  for  everything  from  its 
global  positioning  satellite  (gps)  receiv- 
ers for  car  navigation  systems  to  plug-in 
boards  that  tum  PCs  into  sophisticated 
home  telephone  switchboards. 

For  all  practical  piuposes,  then,  Rock- 
well's chips  are  a  product's  heart  and 
soul.  All  that  the  customers  Rockwell 
hopes  to  win  must  do  is  add  the  exteri- 
or housing — and  rush  the 
product  to  consumers.  The 
approach  has  benefits  for 
both  Rockwell  and  its  cus- 
tomers. Because  the  chips 
are  preprogi'ammed,  chip-set 
buyers  can  get  to  market  quicker,  and 
Rockwell  can  command  price  premiums 
of  up  to  50%.  In  addition,  Rockwell  can 
sell  to  dozens  of  computer  and  consumer 
electronics  companies,  instead  of  compet- 
ing by  marketing  products  directly  to 
consumers.  "Rockwell  has  clearly  done 
an  amazing  job  staying  a  step  ahead  of 
the  market,"  says  Daniel  L.  Klesken, 
semiconductor  analyst  at  Robertson 
Stephens  &  Co.  in  San  Francisco. 

If  all  that  sounds  eei-ily  like  the  strat- 
egy of  another  chipmaker,  $15  billion 
Intel,  it  is.  As  more  and  more  fimctions 


CHIP  SET 


Rockwell  wants  to  put  the  heart 
and  soul  of  a  product  on  chips.  Its  customers 
provide  the  skin-and  the  marketing 


two  yeai's  later,  Rockwell's  modem  sales 
had  jumped  sevenfold,  and  the  company 
regained  the  commanding  lead  it  once 
had  in  the  1980s.  "We  basically  kicked 
Intel  out  of  the  modem  business,"  exults 
Decker.  Intel  execs  prefer  to  say  that 
they  decided  microprocessors  were  more 
profitable  than  modems. 

Decker  also  believes  Rockwell  has  a 
winning  strategy  in  vrii'eless  communica- 
tions, the  hottest  segment  of  what  he 
calls  "personal  electronics."  The  idea  is 
to  use  Rockwell's  chips  as  a  package 
for  all  the  knowhow  that  goes  into  a 
product.  This  is  the  approach  the  com- 


of  computers  collapse  onto  fewer  chips, 
Intel  is  being  forced  into  the  systems 
business.  To  speed  its  latest  micropro- 
cessors to  market  and  spur  demand  for 
ever  faster  PCs,  Intel  now  supphes  PC 
companies  with  motherboards  as  well 
as  piinted  circuit  boai'ds  for  videoconfer- 
encing products.  Similarly,  Rockwell 
builds  "board-level"  systems  while  its 
chip  designers  are  stmggling  to  inte- 
gi-ate  the  electronics  onto  chips. 

Rockwell's  modem  business  has  been 
soaring,  driven  both  by  the  company's 
advances  in  technology  and  the  explo- 
sive growth  of  the  Internet.  "Rockwell 
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Keep 


your 


Windows  95 

software  in 


one  of  our 

beautiful,  custom: 


DIGITAL  INTRODUCES  A  FULL  LINE  OF  COMPUTERS  OPTIMIZED  FOR  WINDOWS®  95. 


Yes,  our  l'(  \  and  notebooks  .irc  For  tlie  advanced  productivity 
beautitLiI,  But  perhaps  phenoiiienal  business  user,  it  sports  EI])0 
IS  a  better  w.iy  to  describe  some  ot  ineniory,  pipeline  burst  cache  and 
the  mclustry  s  most  l-'C'l  bus  master  E-I1)E.  Network- 
robust  platforms  tor  ready  with  intet^rated  Ethernet 
Windows' ')5.  Take  the  and  DMI,  it  also  has  mtet^rated  31), 
tium      new  Celebris'^GL.  64-bit  graphics  with  WRAM, 


audio  and  C:i)  ROM.  And 
Windows'  ')5  makes  all  these 
powerttil  features  easy  to  use. 

The  alliance  between  l^igital 
and  Microsoft  isn't  new;  it's  been 
going  strong  for  ten  years.  Now, 
with  450  field  locations  worldwide, 


nd  over  5,000  Microsoft-trained 
■rofessionals.  Digital  is  a  key 
/licrosott  Authorized  Support 
"enter  and  the  only  major  PC 
endor  to  be  a  Windows"  95 
Outsource  Partner.  You  can  make 
case  for  the  benefits  of  such  an 
lliance.  We've  made  several. 


Call  1-S(HI-DIGITAL  for  your 
nearest  reseller,  or  visit  our  Web  Site 
at  vAvw.pc. digital. com. 

!■  BDSDDSD 

Windows  95   
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has  become  the  principal  suppliei-  of  the 
on-  and  off-ramps  for  the  Information 
Superhighway,"  says  Gregory  L.  Shep- 
pard,  a  semiconductor  analyst  at  market 
researcher  Datacjuest  Inc.  in  San  Jose, 
Calif.  The  boom  shows  no  signs  of  abat- 
ing soon:  29  million  modems  will  be  sold 
this  year,  according  to  International 
Data  Coi73.  That's  up  neai'ly  50% 
over  last  year. 

Meanwhile,  Rockwell  sees  lu- 
crative overlaps  between  its  mo- 
dem technology  and  the  multi- 
media realm.  It  is  adding 
voice-processing  features  to  its 
PC  modems,  with  video  eventual- 
ly coming  as  well.  Ultimately, 
the  same  silicon  may  be  able  to 
handle  any  type  of  signal.  Al- 
ready, Rockwell's  latest  chip  set 
gives  a  fax  machine  enough 
smarts  to  do  double-duty  as  an 
answering  machine.  And  its  latest  PC 
modem  can  handle  simultaneous  voice 
and  data  exchanges  on  the  same  phone 
line.  More  than  50  Rockwell  customers 
will  soon  introduce  modems  with  this 
feature,  including  Boca  Research,  Zoom 
Telephonies,  and  Supra.  One  application: 
People  who  answer  800-number  help 
phones  at  PC  companies  will  be  able  to 


talk  and  remotely  examine  a  customer's 
computer  at  the  same  time. 

Rockwell  is  also  taking  another  page 
from  Intel's  book  and  advertising  di- 
rectly to  consumers.  Just  as  Intel  has 
cajoled  its  PC-maker  customers  into  plas- 
tering their  PCs  with  "Intel  Inside" 
stickers,  Rockwell  has  launched  a  cam- 


A  Most 
Excellent 
Semiconductor 
Adventure 

The  explosion  in 
online  communi- 
cations has  Rockwell's 
chip  sales  soaring. 


1,000 


'90      '91      '92  '93 
A  MILLIONS  OF  DOLLARS 

DATA^  COMPANY  REPORTS 


paign  called  "Connect  with  Rockwell." 
Matsushita  Electric  Industrial  Co., 
among  others,  puts  the  Rockwell  stick- 
ers on  its  Panasonic  fax  machines. 

It  may  sound  like  so  much  advertis- 
ing hype,  but  the  campaign  is  not  with- 
out reason.  All  modem  chips  adhere  to 
standards  that  enable  them  talk  to  dif- 
ferent brands.  But  in  addition,  the  chips 


often  sport  proprietary  features 
signed  to  improve  operations  when 
same  brand  of  chip  is  on  both  ends 
line.  With  technology  outracing  the  si 
dards-setting  process,  modem  mak 
are  constantly  unveiling  new  tri 
"When  we  introduce  a  new  feature,  \ 
pie  might  ask:  'Is  that  feature  goin 
be  important?'  Well,"  says  D 
er,  "vdth  a  70%  share,  we 
make  it  important." 

To  gear  up  for  the  camps 
in  the  wireless  telephone  b 
ness,  Rockwell  is  in  the  thi-oe 
a  massive  expansion.  It 
plowed  $400  million  into 
Newport  Beach  (CaUf.)  chiprr 
ing  facility.  In  July,  it  bou 
United  Technologies  Corp.'s 
plant  in  Colorado  Springs- 
will  invest  up  to  a  billion  bu 
there  over  the  next  five  ye 
By  2000,  Decker  predicts  that  Rocb 
will  be  a  $1.7  billion  chipmaker,  wit 
thii'd  of  that  coming  li'om  wii'eless  pi 
ucts.  If  he  can  meet  those  aggress 
goals,  then  even  ordinary  telephone 
ers — and  not  just  astronauts  and  boi 
er  pilots — will  know  what  it  means 
connect  with  Rockwell. 

Bij  Larry  Armstrong  in  Los  Angi 
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New  HP  QmniGo  bends  over 
backwards  to  get  you  oiganized 


111  trod  IK  ing  the  HP  OmniGolOO 
Organizer  Plus. 

It's  the  fii'st  ()rg;u\izer  that  actually  folds  in  half  to 
give  you  twice  the  organizing  power.  TVi^e  on  tlie 
keyboard.  Or  write  with  a  pen.  Tliis  handheld 
v\'oii(ler  is  so  smart  it  even  leeognizes  handwriting. 
You  get  financial  t()oLs  bke  Lotus'  conii)atible 

GEOWORKS 


spreadsheets,  HP  12C  calculator  functions,  and 
Pocket  Quicken.  '  And  of  course,  essentials  like  a 
calendar,  phonebook,  database,  memo  pad  and 
more.  At  only  $;M9,  HP  OmniGo  is  tlie  organizer 
that  nieajis  business. 

So  call  t800-44;M2.S4  Ext.618  today  for  an  IIP 
dealer  near  you.  And  put  the  power  of  organiza- 
tion in  tlie  palm  of  yoiu"  hand. 


HEWLET" 
PACKARE 


*  I'Vee  wi(  h  coupon  in  box.  t  Average  U,S.  reUiil  price.  Pocket  Quicken  is  a  trademark  of  Intuit.  Inc.  Lotus  and  l-2->3  are  U.S.  registered  trademarks  of 
l-<.»tus  Development  Corporation.  Other  brand/product  names  are  trademarks  of  their  respective  holders.  ©1995  Hewlett-Packard  Company 


n  weaiier  ants  build  a  nest,  some  roll  up  a  leaf  and  hold  it  together  while  others  weave  the  gaps  shut  with  the  fluid  silk  secreted  by  their  larvae. 


Effective  cooperation  is  common  practice  in  the  natural  world.  As  experts  in  thie 
division  of  labor,  weaver  ants  provide  an  excellent  example  of  how.  difficult 
cfiallenges  can  be  resolved  by  combining  the  skills  of  different  specialists. 

Expert  teamwork  is  one  of  the  basic  laws 

of  nature. 


At  Schott  we  feel  it's  perfectly  natural  to  look  beyond  the  frontiers  of  glass.  That's  why 
we  call  on  specialists  in  other  fields  to  contribute  their  expertise.  Close  cooperation  of  this 
sort  is  often  the  only  way  to  deal  with  complex  problems.  Our  solutions  for  pharmaceutical 
packaging  are  a  case  in  point.  To  meet  the  particular  needs  of  our 
customers,  we  work  with  experts  in  a  variety  of  fields  so  that  we 
can  consistently  provide  top  quality  glass  packaging.  Our  Purform^'^ 
vials,  for  example,  have  raised  the  national  standard  for  drug 
packaging  by  meeting  ISO  4802  for  hydrolytic  resistance.  If  you'd 
like  to  find  out  more  about  the  Schott  Group  of  companies,  write  to: 
Schott  Corporation,  Dept.  BW  5,  3  Odell  Plaza,  Yonkers,  NY  10701 . 
Maintaining  our  position  as  a  world  leader  in  special  glass  is 
not  enough.  Our  goal  is  to  be  a  leader  in  customer  orientation  - 
finding  the  best  ways  to  take  our  customers  further. 


Success  in  medicine  and 
pharmacology  requires 
expertise,  experience  and 
close  cooperation.  At  Schott 
we  work  together  with 
customers  and  teams  of 
experts  to  provide  the  best 
drug  packaging  possible. 
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Total   Customer  Care 


STRUCTURALLY  SOUND  with 

.ooD  fire  RESISTANCE 

^■though  LAWNCARE  &  GENERAL 


rROUNDSKEEPING 

COULD  BE  Upgraded. 


lEN    WE    LOOK   at  a 

One  of  the  most  economical  and 

lets  you  spend  more  of  your  valuable 

ling,  we  see  it  as  being  more  than 

practical  ways  to  achieve  this  is  through 

time  doing  what  you  do  best. 

ily  steel,  glass  or  brick.  We  see  it 

outsourcing.  Whereby  you  contract  an 

As  the  experienced  leader,  we 

:otal  building  environment. 

outside  company  to  perform  everyday 

realize  that  any  building  can  become 

That  means  comfortable  indoor 

services  that  are  quite  separate  from 

more  comfortable  and  productive. 

)eratures.  Great  lighting  and 

your  core  business. 

There  is  no  reason  why  your  business 

'  balanced  acoustics. 

With  over  40  years  of  experience  in 

can't  be  as  well. 

It  also  means  the  outside  of 

integrated  facility  management,  we  have 

Which  IS  why  we  have  always 

milding.  The  landscaping,  the 

the  skills  to  provide  a  complete  range  of 

been  interested  in  improving  lifo  in 

ndskeeping.  It  means  painting 

services.  From  mail  services  to  heating. 

the  great  indoors.  Not  to  mention 

cleaning.  In  fact,  it  can  include 

ventilation  and  air  conditioning  to 

outdoors.  To  learn  more,  call  1-800- 

rity,  and  even  food  service. 

structural  maintenance. 

972-8040  ext.  129. 

We  are,  in  short,  committed  to 

The  savings  are  often  quite 

JQHNSON 

ing  the  ideal  building  environment. 

dramatic.  And,  ultimately,  outsourcing 

CONTROLS 

ioi 


IS 


IT  MIGHT  MEAN  A  JAM  TO  YOU. 
BUT  IT'S  BREAD  AND  BUTTER  TO  US 


In  tunes  of  jjiowtli,  new  roads  are  built.  In  tunes  of  reces- 
sion, old  roads  are  reljiult.  Which  means  no  matter  how  vou 
look  at  It,  there  isn't  a  more  solid  investment  than  rock, 
cement,  sand  and  jjravel,  and  asphalt. 

That's  why  we  at  Hanson  entered  the  a^jgregates  business  m 
19*^)1.  And  that  decision  has  proven  not  only  shrewd,  but  timely. 

Since  then,  Congress  has  enacted  a  .$151  billion  highway 
and  road  plan.  And  President  Clinton's  conimitmeiit  to  rebuild 
America's  roads,  highways,  and  airports  positions  us  to  profit 
from  an  economic  recmerv. 

But  the  aggregates  business  isn't  our  only  success  story.  We 
own  an  impressive  array  of  businesses  with  equally  solid  founda- 
tions. Like  Peabody  Coal,  the  nation's  largest  low-siilfnr  coal  pro- 
ducer; Grove  Crane,  a  market  leader  m  mobile  hydraulic  cranes; 
Quantum  f^hemical,  the  nation's  largest  polyethylene  producer; 


Suburban  Propane,  the  third  largest  distributor  of  propane  in 
U.S.;  and  Cavenhani  Forest  Industries;  the  second  largest  pi 
timber  company  in  the  l'.  S.  —  just  to  name  a  few. 

Hanson  ADR's  have  been  listed  on  the  New  York  St(j)r 
Exchange  since  1986,  and  in  that  period  sales  have  soared  to 
billion  and  net  income  has  nearly  tripled.  Additionally,  our  gift) 
dividend  yield  was  6.7%  at  nnd-year  1995,  double  the  average 
the  S&P  500. 

There  is,  of  course,  a  reason  for  our  success:  a  managem 
philosophy  steeped  in  common  sense.  Namely,  to  own  basic  bi 
nesses  that  provide  good,  essential  products  and  services  and  tl 
kee]5  a  watchful  eye  on  the  bottom  line. 

Which  ultimately  means  that  during  good  tunes  and  b 
our  investments  will  inevitably  be  able  to  find  signs  of  prospeitji 
in  our  Annual  Report.  For  a  copy,  call  l-«00-,S-HANSON 


HANSON 
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developments  to  Watch 


TED  BY  NEIL  GROSS 


m  CHIPS 

EGEniNG 
:N  SMARTER 


ilP-DESION  WIZARD  WHO 

Toshiba  Corp.  six  years 
has  figured  out  how  to 
1 6  to  10  times  more  infor- 
ion  into  memory-chip 
.  The  advance  could  slash 
cost  of  DRAM  (dynamic 
!om-access  memory)  chips 
wo-thirds  or  more,  says 
inventor,  Tamio  Saito, 
is  co-founder,  president, 

CEO  of  Solidas  Corp., 
id  in  San  Jose,  Calif, 
rdinary   memory  cells 
3  just  one  bit  of  data.  A 

voltage  in  the  memory 
;  charge-storing  capacitor 
ns  the  bit  is  a  one;  a  low 
ige  means  it's  a  zero.  But 
)'s  so-called  zram  memoiy 

are  sensitive  enough  to 
nguish  tiny  differences  in 
age — up  to  1,000  incre- 
ts  from  zero  to  five  volts. 
1  of  those  voltage  levels 
is  for  a  different  string  of 
-for  instance,  0000000000 
310101010. 

aito  succeeded  in  using 
tiple  voltage  levels  by 
g  a  problem  that  plagued 
liba,  Hitachi,  IBM,  and 
rs  that  have  tried  multi- 
l  drams — namely,  electri- 
'noise"  that  distorts  the 
age  levels.  Much  of  the 
e  comes  from  the  slam- 
g  of  the  memory  cell's 
isistor  gate.  So  Saito 
;  each  cell  a  second  tran- 
ir  that  works  in  an  oppo- 
way,  canceling  the  noise, 
^hile  Saito  has  achieved 
)its  per  cell  in  the  lab, 
VI  makers  might  settle  for 
six  bits  per  cell  in  the 
generation  of  mass  pro- 
ion.  That  could  be  han- 
with  just  64  different 
ige  levels.  Memory  access 
lightly  slower  than  in  a 
'entional  dram  but  fast 
igh  for  things  such  as  vid- 
uffers  and  haixl-disk  con- 
ers.  Saito  says  SoUdas  is 
)tiating  with  five  major 
VI  makers  interested  in  ob- 
ng  manufacturing  licenses. 


SURFING  THE  SKIES  ON  THE  INTERNET 

astronomers  peering  into  the  heavens  are  getting 
a  boost  from  another  kind  of  space — cyberspace.  At 
Lawrence  Livermore  National  Laboratory,  researchers 
capture  images  of  mysterious,  short-lived  bursts  of 
gamma  rays  in  space.  Their  telescope  takes  good  pic- 
tures but  may  not  be  looking  where  bursts  are  likely  to 
occur.  So  astronomers  rely  on  an  orbiting  observatory. 
It  finds  the  bursts  and  alerts  a  ground  station  in  Mary- 
land, where  computers  calculate  the  coordinates  and 
relay  them  to  Livermore  over  the  Net. 

Livermore  isn't  alone.  In  October,  responding  to  a  tip 
on  the  Internet,  scientists  at  the  University  of  Califor- 
nia's Lick  Observatory  made  the  first  confirmed  spotting 
of  a  planet  outside  our  own  solar  system.  And  next  year, 
scientists  at  the  Johns  Hopkins  University  AppUed  Phys- 
ics Laboratory  in  Laurel,  Md.,  viill  use  a  linked  constella- 
tion of  home  pages  on  the  World  Wide  Web  to  keep  sci- 
entists around  the  world  posted  on  its  Near  Earth 
Asteroid  Rendezvous  (near),  a  collaboration  with  nasa. 
At  the  rendezvous,  expected  in  June,  1997,  near  will 
make  the  first  comprehensive  measurements  of  an  aster- 
oid's composition  and  stracture  (artist's  concept  above). 


A  VIRTUAL  LAB 
THAT  TURNS  UP 
REAL-LIFE  DRUGS 

IN  their  never  ending 
search  for  new  drug  candi- 
dates, pharmaceutical  compa- 
nies are  increasingly  turning 
to  "combinatorial"  chemistry. 
The  idea  is  to  combine  molec- 
ular building  blocks  in  differ- 
ent ways,  thus  synthesizing 
thousands  of  new  chemicals. 
Each  molecule  can  then  be 
tested  for  drug-hke  effects. 

Unfortunately,  this  shotgun 
approach  doesn't  always  re- 
sult in  a  drug  candidate. 
That's  why  Exton  (Pa.)  start- 
up 3-Dimensional  Pharmaceu- 
ticals Inc.  has  come  up  with  a 
new  twist.  In  its  approach, 
which  just  won  a  broad  pat- 
ent, computei-s  first  make  "vir- 
tual chemicals,"  then  search 
for  those  that  have  simulated 
biological  effects.  Since  the 
computer  isn't  always  right, 
the  company  then  actually 
makes  those  promising  chemi- 
cals. Tests  of  these  substances, 
in  tui-n,  offer  new  data  about 
the  relationship  between 
stnactui'e  and  biological  activ- 
ity, which  can  be  used  to  fine- 
tune  the  chemicals  in  later 
rounds  of  synthesis. 

3-D  has  used  the  method 
to  find  a  promising  anticlot- 
ting  compound  and  now  hopes 
to  forge  alliances  with  phar- 
maceutical partners. 


HOW  TO  MAKE  LANDFILLS  LESS  FUNKY 


foul-smelling  gases 
from  municipal  landfills  or 
composting  operations 
aren't  just  a  nuisance  for 
people  nearby.  They  can 
also  cost  operators  a  for- 
tune to  control.  The  solu- 
tion, according  to  Cornell 
University  researchers,  is 
to  use  signature  gases  that 
form  before  the  noxious 
fumes  are  released  as  an 
alarm  system. 

In  most  cases,  the  stench 
comes  from  bacteria  that 


break  down  buried 
proteins,  emitting  cul 
prits  such  as  metha- 
nol and  dimethylsul- 
flde.  Before  this 
happens,  however, 
carbohydrates  in  the 
mix  tend  to  ferment, 
releasing  odorless  gases 
such  as  hydrogen  and  car- 
bon monoxide.  So  the  Cor- 
nell team  built  a  pilot  corn- 
poster  fitted  vrith  a 
gas-measuring  device  and 
studied  the  timing  of  differ- 


ent emissions.  Using  their 
observations,  comjaost  oper- 
ators can  pump  air  into  the 
mix  as  soon  as  the  odorless 
gases  appear  and  reduce 
bacterial  activity  before  bad 
fumes  foiTTi. 
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Introducing  the  Gateway  Solo  PC 


More  computiils 


®  l')95  Gateway  2000,  Inc.  Gateway  2000.  black-and-white  spot  design.  "G"  logo  and 
Intel  ln.^ide  Logo  and  Intel  are  registered  trademarks  of  Intel  Corporation.  All  other  brands  anfl|a 
change  without  notice  or  obligation.  Prices  do  not  include  shipping  or  applicable  sales  tax,  •CoiiT> 


j,*e,£ot  a  Iriend  in  the  bdsiness"  slogan  arc  rcgisieied 
iduci  names  aje  l^adenlarl,^  it  regisieicd  trail 
urjilioil  includes:  .'i4(IMB  Hard  Drive.  Sj 


ideraarks,  and  Gateway  2000  Solo  is  a  trademark  of  Gateway  2000.  Inc.  The 
PTi.u-ks  of  their  respective  companies.  All  pnces  and  configurations  are  subject  to 
'\  active  matrix  color  display  and  option  bay  cover. 


re  places. 


10.2"  Active  Matrix  Color  Display  ■ 
90MHz  Intel  Pentium  Processor  ■  8MB 
RAM  ■  Modular  CD-ROM  and  3.5" 
Floppy  Drives  ■  Integrated  1 6-Bit  Sound 
with  Stereo  Speakers  ■540MB  Remov- 
able Hard  Drive  ■  Microsoft  Works  95 
■  Microsoft  Windows  95  ■  Lithium  Ion 
Battery  ■  Carrying  Case  ■  $3999 


%'    You  only  get  24  hours  in  each  day.  Make  every  minute 
count.  ♦  Introducing  the  Gateway  2000  Solo"'  portable 
GATEWH^OOO  PC  line.  Computers  for  all  facets  of  your  life.  Gateway 
2000  Solo  portable  PCs  are 
lightweight  (starting  at  5.6 
pounds*)  and  give  you  desk- 
top power  that  you  can  take 
anywhere.  All  models 
include  an  Intel®  Pentium® 
processor,  active  matrix 
color  display,  and  they're  optimized  for  Microsoft®  Windows®  95. 
♦  Because  we  understand  your  time  is  valuable,  Gateway  2000®  makes 
computer  buying  easy.  We  have  been  bringing  PC  buyers  unbeatable 
values  through  the  direct  channel  for  10  years.  Just  pick  up  the  phone 
and  give  us  a  call.  No  crowds,  no  hassles.  A  custom-configured 
Gateway  2000  Solo  PC  will  be  delivered  right  to  your  door.  Each 
Gateway  2000  system  comes  with  a  30-day  money  back  guarantee. 
If  you're  not  completely  satisfied  we'll  refund  your  money,  it's  that 
simple.  ♦  Prices  start  at  $3,499.  It's  time  you  had  a  computer  that 
allows  you  to  get  the 
most  out  of  life.  Call 


Gateway  2000  and 
order  yours  today! 


in 


Pentium 

■  processor 
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"You've  i,ot  a  friend  in  the  business. 

800-424-1389 
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Information  Processing 


INFORMATION  MANAGEMENT 


BULLET-PROOFING 
THE  NET 

Security  is  still  cramping  commerce,  but  there's  hope 


A year  ago,  the  explosive  gi'owth  of 
the  Internet  was  sparking  a  new 
vision  of  all-electronic  commerce. 
The  boundless  Net  would  let  busi- 
nesses trade  with  one  another  and  reach 
millions  of  consumers  directly — all  in 
the  time  it  takes  for  bits  of  data  to 


THE  INTERNET: 
OPEN  BUT 
INSECURE 

The  Internet  is  not 
centrally  managed, 
and  it's  open  to  use 
by  anyone — including 
crooks,  eavesdrop- 
pers, and  impostors. 
Various  technologies 
can  make  it  safe  for 
business,  but  only  if 
consumers  and 
merchants  both 
do  their  part. 


cross  phone  wires.  Almost  immediately, 
though,  questions  arose  about  how  safe 
it  would  be  to  do  business  on  the  In- 
ternet's public — and  anarchic — circuits. 
Would  consumers  feel  safe,  say,  typing 
credit-card  numbers  into  this  hacker's 
heaven,  whei'e  you  can't  be  sure  who's 
who  and  what's  what? 

The  answer,  echoed  by  a  chorus  of 
enthusiastic  technologists  and  eager  ex- 
ecutives: Sure,  there  are  secui'ity  prob- 
lems. But  there's  nothing  that  i  an't  be 
licked  within  a  year  or  so. 
FORMAT  JOCKEYS.  So  much  for  wishful 
thinking.  The  year  is  up,  and  Internet 
security  looks  to  be  as  tough  a  problem 
as  ever — at  least,  as  measiu-ed  by  public 
perception  and  the  hesitancy  of  many 
companies  to  attach  to  the  Internet  and 
do  business  there.  New  security  holes 
are  uncovered  almost  weekly,  it  seems, 
even  after  earlier  ones  get  fixed.  "If  con- 
sumers and  merchants  don't  have  a  cer- 


tain degree  of  confidence,  [electronic 
commerce]  is  not  going  to  work,"  says 
Carl  F.  Pascarella,  chief  executive  oiBcer 
and  president  of  Visa  usa  Inc.,  which 
has  teamed  with  Microsoft  Corp.  to  de- 
velop a  scheme  for  safely  processing 
credit-card  transactions  on  the  Intemet. 


As  alarming  as  these  breaches  are, 
more  fundamental  obstacle  has  stood 
the  way  of  electronic  commerce.  Tecl 
nology  companies  and  would-be  cybe: 
businesses  have  yet  to  agree  on  impoi 
tant  protocols  for  sending  payment 
over  the  Net.  A  year  ago,  the  expert 
said  these  protocols  would  be  standan 
ized  by  now.  But  because  seciuity  proti 
cols  are  so  critical  to  the  future  of  tl 
Intemet  and  the  digital  economy  in  gei 
eral,  a  battle  has  broken  out  over  wh; 
formats  to  use.  Various  players,  inclu( 
ing  banks,  software  makers  such  as  M 
crosoft  and  Netscape,  and  major  credi 
card  companies,  are  all  jockeying  ft 
strategic  position. 

Would-be  cybermerchants  aren't 
all  siu'e  which  payment  scheme  to  bac 
As  a  result,  the  hoped-for  surge 
in  cybershopping  remains  a 


DATA  ENCRYPTION  scrambles 
data  to  prevent  its  being  read 
or  tampered  with  during 
transit.  Only  those  with 
the  right  key  can  read  it. 


SMART  CARD,  with 

embedded  microchip, 
generates  unique 
passwords  that 
confirm  a 
person's  identi- 
ty. Each  pass- 
word gets  used 
only  once. 


It's  no  wonder  the  pubhc  perceives 
Internet  security  as  lax.  In  September, 
Netscape  Communications  Coip.,  a  lead- 
ing maker  of  Intemet  software,  saw  the 
security  locks  on  its  Navigator  Web- 
bi'owser  program  broken — for  the  sec- 
ond time  in  a  year — by  a  couple  of  gi'ad- 
uate  students.  Netscape  rushed  to  is- 
sue a  fix. 

A  few  weeks  later,  the  same  pair 
said  they  had  found  a  major  security 
gap  in  software  used  at  many  Internet 
sites,  which  seemed  to  open  the  way  to 
so-called  bootstrap  attacks.  Crooks 
might  use  the  gap  to  intercept  and  al- 
ter copies  of  Internet-related  software 
packages — perhaps  copies  of  Netscape 
Navigator.  If  a  package's  security  rou- 
tines were  secretly  gutted,  any  other 
program  that  the  corrupt  package 
touched — perhaps  while  copying  the 
new  progi'am  from  a  remote  Internet 
computer — could  be  compromised,  too. 


year  or  two  away  (chart).  To- 
day, consumers  are  scanning  the 
shelves  of  onhne  stores,  but  when  it 
time  to  buy  they  log  off  and  dial 
trusted  800  number. 
POSTCARDS.  The  Internet  industry 
"discovering  that  secmnty  is  pretty  con 
plex,"  says  Jay  M.  Tenenbaum,  foundf 
and  CEO  of  Entei-prise  Integi-ation  Tecl 
nologies,  a  maker  of  electronic-commen 
software  that  was  acquired  in  Augus 
by  VeriFone  Inc.,  a  supplier  of  credi 
card  terminals.  Plugging  security  hoU 
in  business-to-business  networking 
relatively  easy,  because  trading  par 
ners  in  electronic  commerce  typical! 
know  one  another.  Retailers,  howeve 
face  bigger  risks:  Wlien  they  open  the 
Internet  computers  to  the  masses,  the 
have  little  protection  because  the  N< 
was  designed  to  help  people  share  info] 
mation,  not  hide  it.  Adding  secutity  nc 
is  a  huge  challenge.  Says  Tenenbaun 
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liere  is  no  ii-onclad  sec-urity  on  such  a 
idespread  and  open  network." 
Perfect  security  is  just  not  attain- 
)le — on  the  Net  or  in  any  business  mi- 
!U.  On  the  other  hand,  says  Gene  Spaf- 
rd,  a  professor  at  Pwdue  University's 
)AST  computer-security  research  pro- 
ct,  "Good  security  is  possible."  In  oth- 
■  words,  the  Net  can  be  given  a  level 
'  safety  that  business  and  consumers 
n  live  with.  Any  risk  that  remains 
ill  be  treated  as  a  cost  of  doing  busi- 
;ss — just  as  it  is  in  today's  credit-card 
isiness.  No  single  technology  or  proto- 
il  will  handle  all  aspects  of  Internet 
cuinty.  But  the  right  combinations  can 
cui"e  credit  cards,  business  docimients, 
id  even  cash. 

The  basic  difficulty  is  that  the  Inter- 
!t  moves  information  as  if  it  were 
ritten  on  postcards — readable  by  any- 
le  who  bothers  to  look.  As  messages 
move  across  the  Net,  they  can 
easily  pass  thi'ough  a  half-dozen 


crosoft,  the  merchant's  computer  would 
actually  pass  the  encrypted  number  di- 
rectly to  a  bank.  The  bank  would  un- 
scramble the  number  and,  if  appropriate, 
authorize  the  merchant  to  proceed  with 
the  transaction. 

NIGHTMARE  SCENARIO.  In  fact,  the 
bank's  exposure  to  risk  here  could  be 
less  than  if  the  item  were  bought  at  a 
store  or  by  phone  or  fax.  That's  because 
the  credit-card  data  are  kept  hidden 
from  the  merchant — a  key  advantage 
of  using  encrypted  electronic  messag- 
es. Says  Scott  McNealy,  chairman  and 
CEO  of  Sun  Microsystems  Inc.:  "My 
E-mail  is  far  harder  to  get  at  than  my 
hard-copy  mail,"  which  gets  dropped  off 
"in  a  tin  box  with  no  lock  on  it." 

The  other  major  challenge  in  Internet 
seciuity  is  shielding  Net  computers  from 
hackers.  The  Internet  merchant's  worst 
nightmare  is  that  a  hacker  breaks  in 
and  steals  thousands  of  credit-cai'd  num- 
bers. The  answer  is  firewall  software,  of- 


FIREWALL  software 
blocks  bogus  and 
virus-laden  messages 
3  " sent  by  hackers  to 

invade  a  computer. 

SAFE  SOFTWARE 

practices  call 
for  using  only 

authenticated      \     <^^^i  \ 
copies  of  Web     \  ^oH^'^'' 
browsers  and 
other  Internet 
programs. 
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computers.  Theoretically,  a  hack- 
er could  reprogram  one  of  those  ma- 
lines  to  keep  copies  of  messages.  Ciyp- 
igi-aphic  softwai'e,  though,  can  scramble 
le  messages  according  to  a  mathemat- 
al  foiTnuIa.  Without  the  right  numerical 
2y,  even  those  who  know  the  fomiula 
tn't  read  the  encrypt- 
i  message  without  a 
reat  deal  of  trouble. 
Here's  how  it  might 
ork  in  a  home-shop- 
ing  setup  (table). 
Hien  a  consumer  de- 
des  to  buy  an  item, 
is  personal  computer 
ould  enciypt  credit- 
ird  information  for 
ife  passage  to  a  mer- 
lant.  In  competing 
ayment  schemes  pi-o- 
osed  by  Netscape 
nd  by  Visa  and  Mi- 


THE  $7  BILLION  DREAM 


ESTIMATED  CONSUMER 
PURCHASES  ON  INTERNET 
-  AND  PRIVATE  NETWORKS 
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A  BILLIONS  OF  DOLLARS 

DATA:  FORRESTER  RESEARCH 


ten  running  on  a  machine  dedicated  to 
the  piu-jDose,  wliich  itself  is  hacker-proof 
and  lets  in  only  selected  types  of  Inter- 
net traffic.  Intmt  Inc.  has  just  bought  20 
of  Sun  Microsystems'  SunScreen  fire- 
walls, which  will  create  secure  Inter- 
net links  between  banks  that  handle 
payments  and  other 
transactions  for  users 
of  Intuit's  Quicken 
software. 

Ultimately,  every 
sei'vice  on  the  Internet 
is  rooted  in  software, 
which  usually  isn't  as 
reliable  and  bulletproof 
as  it  should  be,  says 
Piu-due's  Spafford.  One 
reason:  Today's  soft- 
wai'e products  "contain 
disclaimers  disavowing 
any  liabihty,  so  there 
is  no  incentive  for  the 


vendors  to  do  better-"  at  getting  security 
right,  he  says.  "If  [these  programs]  were 
automobiles,  they  would  stall  out  every 
few  hours  without  warning  and  occasion- 
ally explode,  kilUng  all  inside." 

Take  Netscape's  problems  with  Nav- 
igator. In  an  apparent  rush  to  launch 
the  program  into  the  booming  Web  mar- 
ket— and  thereby  to  establish  its  pro- 
prietary security  protocols  as  a  stan- 
dard for  credit-card  transactions — 
Netscape's  programmers  did  what  the 
company  admits  was  a  sloppy  job  in 
coding  an  otherwise  sound  security  pro- 
cedure. The  routine  depends  on  random 
numbers  to  calculate  encryption  keys 
for  each  transaction.  The  way  Navigator 
was  originally  programmed,  however, 
these  random  numbers  were  relatively 
easy  to  predict,  which  made  the  result- 
ing keys  worthless.  "It  was  a  thorough- 
ly unnecessary  bug,"  says  Whitfield 
Diffie,  a  cryptographer  at  Sun  Micro- 
systems. "It's  quite  possible  to  get  cryp- 
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to  systems  right."  Netscape  has  since 
begim  offering  prizes  to  anyone  who 
finds  new  loopholes  in  its  software. 

No  doubt  there  will  always  be  some 
security  problems  on  the  Net.  But  the 
holes  can  be  reduced  to  an  obscur'e  few 
and  the  odds  of  break-ins  drastically  re- 
duced. Just  ask  NASA,  which  for  more 
than  a  year  has  been  quietly  shipping 
space-shuttle  software  back  and  forth 
over  the  Net  with  a  handful  of  contrac- 
tors. Using  firewalls  from  Hanns  Corp., 
NASA  has  carved  out  a  private,  ultra- 
seciu-e  networ'k  vrithin  the  Internet  at 
large.  The  setup  is  being  scioitinized  by 
other  federal  agencies,  which  ar-e  all  im- 
der  mandate  to  use  the  Internet's  low- 
cost  connections.  Evidently,  it  is  quite 
possible  to  teach  this  old  dog  of  a  net- 
wor'k  some  dazzling  new  tricks — if  you're 
wiUing  to  put  in  the  time  and  money. 

By  John  W.  Verity  in  New  York  with 
Rob  Hof  in  San  Francisco 
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^  In  Dante's  Inferno,  the  damned  in  the  seventh  circle  of  Hell  must  stand  neck  deep  in  boiling  lava.^ 
Not  that  things  are  quite  that  bad  in  today's  business  world.  At  least  you  can  get  GroupWise  — the 
groupware  solution  from  Novell,,.  Its  Universal  In  Box  helps  you  control  the  flood  of  information 
by  letting  you  see  and  manage  E-mail,  appointments,  faxes,  even  voice  mail — all  from  one  place.  \ 
And  with  GroupWise  you  have  the  option  of  using  a  laptop,  phone,  or  pager  to  retrieve  your  / 
messages  no  matter  where  on  earth  (or  in  Hell)  you  are.  So  follow  the  lead  of  over  5  million  users  who 
are  already  being  kept  in  the  loop,  and  out  of  limbo.        To  learn  how  other  companies  are  staying 

^  on  top,  check  out  http://www.noveU.com  on  the  Internet,  or  call  us  at  1-800-778-1851.  J 


Information  Processing 


COMPUTERS 


INTERNET  LITE: 
WHO  NEEDS  A  PC? 

Net-surfing  machines  that  cost  under  $500  hit  the  market 


sidiary,  CD-Online  Ltd.,  began  selling  a 
$150  Internet  starter  kit  consisting  of  a 
modem,  cables,  and  a  disk  holding  all 
the  necessai-y  software.  It  tiuTis  Philips' 
$500  CD-i  (for  CD-interactive)  player  into 
a  bi'owser  that  displays  Web  pages  on 
an  oi'dinary       The  disk  guides  you  to 


hfe  into  CD-i,  a  Philips  technology  t' 
has  stalled  in  the  market.  CD-i  v.g' 
built  to  biing  multimedia  "edutainme  " 
to  the  masses.  But  the  format  was  h- 
ied  by  the  cd-rom  revolution  on  i  v 
Phihps  has  sold  barely  a  milhon  c-i 
players  since  they  were  introduced  ii 
1991.  Now,  the  company  figures  it  < 
restart  sales  by  being  first  to  t'X\> 
the  Web's  "family"  dimensions.  "P 
pie  think  the  Internet  is  about  trans 
tions,"  says  CD-Online  Managing  Dii 
tor  Andrew  M.  Orange.  "It's  also  ali 
entertainment." 

In  Japan,  Sega  Enterprises  Ltd. 
taken  a  similar  tack,  developing  a  .$ 
keyboard  and  modem  package.  It  ^ 
turn  Sega's  Saturn  game  console,  w  ii 
uses  souped-up  cd-rom  disk  techncj- 
gy,  into  a  communications  tool.  So 
hopes  users  will  test  out  and  purch;* 


Now  that  everything  fr-om  the  Pen- 
tagon to  the  Mighty  Morphin 
Power  Rangers  has  a  home  page 
on  the  World  Wide  Web,  you 
would  think  people  by  the  millions 
would  be  slipping  into  cyberspace  in  the 
comfort  of  their  homes.  Appai'ently  not. 
While  several  miUion  souls  are 
roaming  the  Web,  according  to 
recent  surveys,  most  of  them 
are  doing  it  at  work. 

But,  argues  a  gi'owing  band 
of  electronics  and  software  com- 
panies, eveiybody  would  be  siuf- 
ing  the  Net  from  the  sofa  by 
now — if  they  didn't  have  to  shell 
out  $2,000  for  a  multimedia  PC 
and  figure  out  how  to  use  it. 
The  most  high-profile  evangel- 
ists of  this  view  have  been  Ora- 
cle Corp.  and  Sun  Microsystems 
Inc.  Executives  from  both  com- 
panies have  been  preaching  that 
the  PC  is  irrelevant  and  the  age 
of  the  "InteiTiet  appliance"  is  at 
hand.  This  beast,  sort  of  a  bare- 
bones  terminal  just  for  cniising 
the  Internet,  could  do  much  of 
what  PCS  do  in  cyberspace — for 
a  fraction  of  the  cost,  pc  makers, 
naturally,  scoff  at  the  idea — 
pointing  out  that  millions  of  con- 
sumers are  already  buying  PCs 
to  cniise  the  Net. 
FIRST  UP.  Nonetheless,  the  race 

L\"a,irrfeal'fr  they  didn't  first  have  to  shell  out  $2,000  for  a 
rrg"',;™'':pp,Zt7  Z  multimedia  PC  and  then  figure  out  how  to  use  it 


Maybe  everybody  would  be  roaming  in  cyberspace  if 


"Internet  Lite" — inexpensive 
gadgets  to  bring  the  Net  into 
the  living  room.  Philips,  Thom- 
son, Sega,  and  Sony  are  eitiier  retooling 
existing  home  machines  or  developing 
new  ones  that  will  bring  Web  pages  to 
the  TV  screen.  And  their  managers — 
more  than  those  at  Oracle,  Sun,  or  even 
Apple — tiTily  understand  consumer  mar- 
kets and  entertainment  products. 

First  out  of  the  gate  is  Dutch  con- 
sumer electronics  giant  Phihps.  In  Octo- 
ber, its  new  wholly  owned  British  sub- 


CONSUMERS  TEST  DRIVE  A  KIT  THAT  TURNS  PHILIPS'  CD-I  PLAYER  INTO  A  WEB  BROWSER 


CD-Online's  home  page,  which  contains 
pointers  for  navigating  the  Web.  For 
now,  the  idea  is  to  give  consumers  a 
simple,  immediate  link  to  the  Web.  In 
the  future.  Philips  hopes  to  get  content 
providers  to  create  pages  that  "hyper- 
link" to  material  on  CD-i  disks — to  go 
from  today's  sports  scores  to  gi"eat  mo- 
ments in  football,  for  example. 

The  setup  is  aimed  at  breathing  new 


new  games  online,  and  lock  theii'  frneis 
in  mortal  combat  over  the  Net.  Sty 
Corp.  could  do  the  same  sort  of  th^ 
with  its  Play  Station  game  machiJ. 
Just  introduced  in  the  U.  S.,  the  powf- 
ful  machine  has  been  a  huge  hit  in  i-f 
pan  where  Sony  has  sold  more  thai;l 
million  units  since  last  December 

For  now,  Sony's  Internet  strati 
hinges  on  its  world-beating  video  le  - 
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formation  Processing 


gies.  Last  month  in  Japan,  Sony 
:hed  two  new  models  of  wide-screen 
that  can  double  as  cinematic  Inter- 
viewers. These  premium  tvs,  which 
for  about  $2,500,  were  designed  for 
-definition  TV,  so  they  show  images 
are  twice  as  sharp  as  ordinary  TV 
ires.  Plug  a  laptop  or  Mac  Power- 
c  into  the  front  of  the  set,  and  the 
3n  becomes  a  monitor.  If  an  Inter- 
irazed  market  demands  higher  res- 
on,  "prices  could  come  down  quick- 
says  Kenji  Hori,  chief  technology 
er  at  Sony  Corp.  of  America, 
lomson  Consumer  Electronics,  the 
ing  TV  and  vcR  maker  in  North 
■rica,  is  also  taking  a  TV-centric  ap- 
ch.  Having  taught  about  1  million 
.  customers  how  to  navigate  150 
nels  of  satellite  TV  using  a  remote 
rol  and  on-screen  menus,  Thomson 
■es  it  can  apply  the  same  tricks  to 
met  navigation.  Also,  the  sateUite 


assumption  is  that  users  will  di'aw  what- 
ever resources  they  need  from  the 
Internet,  rather  than  paying  for  them  in 
a  box  of  hardware  and  software.  Using 
tools  such  as  Sun's  Java — a  program- 
ming language  for  creating  network- 
based  software — it  will  be  easy  to  tap 
into  any  information  or  programming 
on  the  Net,  says  Sun  President  Scott 
McNealy.  So,  you  could  get  by  with  a 
$500  box  with  a  microprocessor  and 
enough  memory  to  hold  the  software 
that  he  calls  a  "Java  virtual  machine." 
The  network  does  all  the  heavy  hfting. 
Sun  is  seeking  partners  to  build  such  a 
box  and  Toshiba  Corp.  has  already  an- 
nounced plans  to  build  Java  into  a  "new 
framework"  for  mobile  computing.  Ora- 
cle says  its  sub-PC  will  be  out  next  year. 

Apple  Computer  Inc.  could  also 
emerge  as  a  leader  in  the  race  to  launch 
Internet  Lite.  This  month,  it  is  unveiling 
the  next  generation  of  personal  digital 


Intel  and  a  gaggle  of  PC  partners  are 
fighting  back  with  a  technology  called 
Intercast.  They  plan  to  put  TV  progi-am- 
ming  directly  on  the  PC  screen  and  let 
broadcaster's  send  data  to  computer  us- 
ers over  a  portion  of  the  TV  signal  called 
the  vertical  blanking  intei-val. 
CHATTING.  And  there  are  intiinsic  prob- 
lems with  Internet  Lite.  Most  Web  us- 
ers like  to  download  some  of  the  treas- 
ures they  find  in  cybei'space — they  want 
disk  storage.  Moreover,  PC  generations 
are  turning  so  quickly  that  Internet- 
ready  PCS  based  on  Intel  Coip.'s  old  486 
chips  are  selling  for  little  more  than  the 
planned  sub-PCs.  So  why  settle  for  a 
dumb  terminal?  "There's  a  lot  of  hype 
going  on  now  around  $500  or  $300  box- 
es," sniffs  Compaq  ceo  Eckhard  Pfeiffer 
Says  Brad  Chase,  Microsoft  Inc.'s  gener- 
al manager  of  its  Personal  Systems 
Group.  "It's  a  fun  thing  to  chat  about  at 
a  bar,  but  that's  about  it." 


WHAT  IS  AN  INTERNET  APPLIANCE? 


ITERNET  SET-TOPS  Videogame  con- 
)les  can  double  as  set-top  boxes  that  will  let 
imilies  surt  the  Web  on  TV  over  phone  lines 
cable.  TV  makers  are  building  wide-screen 
TVs  that  double  as  high- 
resolution  monitors.  Com- 
panies: Philips,  Sega, 
Sony,  Thomson 


LI 


;  that  bring  in  sharp  digital  tv  sig- 
can  download  any  kind  of  Internet 
tent"  at  23  megabits  per  second — 
)  times  faster  than  the  14.4-kilobit 
)hone  modems  in  most  home  pes. 
/IVORS.  When  it  comes  to  cultivat- 
1  mass  market,  the  consumer  elec- 
ics  camp  has  some  obvious  advan- 
s  over  PC  companies.  Its  customers 
idy  own — and  regularly  replace — 
nost  expensive  component:  the  tele- 
n.  And  while  the  PC  makers  consid- 
lemselves  lean-and-mean  survivors 
■  six  years  of  price  wars,  TV  compa- 
have  been  hving  off  huge  volumes 
minute  margins  for  decades.  "We 
c  about  what  100  million  households 
y  want,"  says  Louis  E.  Lenzi,  vice- 
ident  of  Thomson's  Americas  De- 
Operation.  "We  aim  for  the  lowest 
uct  cost  and  the  easiest  interface." 
m  and  Oracle  both  think  the  sim- 
.  solution  is  a  new  kind  of  low-cost 
-station  or  Internet  "client."  The 


NETWORK  PDAs 

Electronics  companies 
are  readying  a  new 
generation  of 
personal  digital 
assistants  that  will 
provide  low-cost,  mo 
bile  acess  to  the 
Internet.  Corporate  users 
would  tap  company 
databases.  Companies: 
Apple,  Sun,  Toshiba 


assistants  (nee  Newton),  with  an  oper- 
ating system  that  can  access  the  Net. 
Apple  has  teamed  up  with  Tokyo  toy- 
maker  Bandai  Co.,  creator  of  the  Power 
Rangers,  to  develop  a  sub-Macintosh 
product  based  on  Apple's  "Pippin"  de- 
sign. It  should  debut  in  Japan  in  March, 
and  later  in  the  U.  S. 

Pippin  macliines  will  use  scaled-down 
Apple  software,  cost  $500  or  less,  and 
plug  into  a  tv.  They  will  run  some  pro- 
grams written  for  the  Mac  and  also 
browse  the  Web.  Says  International 
Data  Corp.  PC  analyst  Richard  Zwetch- 
kenbaum:  "Pippin  could  be  their  magic 
card"  for  the  next  wave  of  lifestyle  com- 
puting devices.  Adds  Doug  McLean,  Ai> 
pie's  director  of  cybertech  products:  "It 
won't  be  long  before  you'll  get  Inter- 
net service  fi'om  kiosks,  handheld  de- 
vices, gameplayers,  and  anytWng  with  a 
wire  leading  to  it." 

Powerful  forces  are  arrayed  against 
these  Internet  appliances.  For  one  thing. 


IB 


WEB  CLIENTS  As  more  programs  and 
software  "content"  are  downloaded  directly 
from  the  Internet,  PCs  stuffed  with  Pentium 
chips  and  giga- 
bytes of  memory 
could  be  replaced 
by  cheap  termi- 
nals wired  direct- 
ly to  the  Net.  Com- 
panies: Oracle, 
Sun,  LG  Electronics, 
Sony 


There's  more  to  it  than  talk — if  not  in 
Silicon  Valley,  at  least  in  Japan.  There, 
Sony  and  Bandai  are  both  setting  up 
Internet  access  subsidiaries,  as  is  con- 
sumer electronics  giant  lg  Electronics  in 
Seoul,  which  manufactures  the  3do 
game  machine.  These  companies  may 
not  be  big  in  PCs.  But  they  understand 
plenty  about  pricing  and  ease  of  use. 

Market  researcher  IDC  expects  Inter- 
net Lite  gadgets  to  coexist  with  higher- 
function  PCS.  Over  time,  predicts  Frank 
Gens,  senior  vice-president  for  research, 
they're  likely  to  become  appUances  that 
banks  give  away  to  new  customers:  Sign 
up  for  home  banking,  and  you'll  get  the 
Internet  box  for  free.  "Once  that  hap- 
pens, it  becomes  a  completely  different 
PC  industry,"  he  says.  "If  I  were  Com- 
paq, IBM,  or  Dell,  I'd  be  thinking  hard 
about  that." 

By  Neil  Gross  in  New  York,  imth  Pe- 
ter Btirrotvs  and  Robert  D.  Hof  in  San 
Francisco 
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Big  strides  are 
being  made.  But 
will  hardship 
derail  Zedillo's 
reform  train? 


For  President  Ernesto  Ze- 
dillo Ponee  de  Leon,  it  was 
a  rare  occasion.  In  a  mid- 
October  state  visit  with 
President  Clinton,  his  fo'st 
since  the  U.  S.  brokered  a 
$50  billion  international  bailout  for 
Ills  country,  Zedillo  basked  in  praise 
for  his  disciplined  handhng  of  Mex- 
ico's financial  crisis.  Not  a  year  has 
passed  since  Mexico's  botched  peso 
devaluation  plunged  the  economy 


Cover  Sto 


into  near-chaos.  Yet  exports  are 
booming,  and  the  country  is  bor- 
rowing billions  again  on  the  interna- 
tional markets.  Raising  a  glass  at  a 
lavish  Wliite  House  dinner,  Chnton 
complimented  Zedillo  on  his  "cou- 
rage and  determination." 

South  of  the  Rio  Grande,  how- 
ever, the  mood  has  been  far  from 
cheerful  and  the  compliments  few. 
Hardly  a  day  has  gone  by  without  a 
business  or  labor  gi'oup  demanding 
that  Zedillo  let  up  on  the  harsh  fis- 
cal and  monetary  controls  that  he 
and  Finance  Secretary  Guillermo 
Ortiz  introduced  last  March.  Their 
aim  had  been  to  give  Mexico  a  dose 
of  shock  therapy  to  put  it  back  on 
track  to  becoming  what  had  been  a 

dream  within  reach — a  Latin  tiger  economy  linked  to  the 
LI.  S.  thi'ough  the  North  American  Free  Ti-ade  Agi-eement. 
MUCH  PAIN.  But  as  1995  winds  down,  it  has  become  inci'easing- 
ly  clear  that  Mexico's  recovery  will  be  slower  and  rougher 
than  anyone,  fi-om  Zedillo  to  the  most  pessimistic  analysts,  an- 
ticipated. Catching  a  severe  case  of  market  jitters,  the  peso 
dropped  6.2%  on  Oct.  26,  the  worst  one-day  fall  in  the  ciuTen- 
cy  since  Januaiy.  In  response,  the  government  inshed  to  seal 
an  economic  pact  with  busijiess  and  labor.  Unveiled  on  Oct.  29, 
it  offers  tax  incentives  to  sjhu-  investment  and  create  jobs,  and 
promises  to  target  government  spending  on  education,  energy, 
and  health  in  1996.  The  j^eso  recovered  the  next  day  by  2%,  to 
6.9  to  the  dollar,  but  then  resumed  its  fall. 

The  Banco  de  Mexico  was  forced  to  raise  interest  rates 
again,  to  43.3%,  to  shore  up  the  ciurency.  Wliile  some  business 
leaders  applaud  the  government's  latest  initiative,  many  voice 
skepticism  that  Asian-style  expansion  is  in  Mexico's  reach 
anytime  soon.  Only  modest  growth  is  expected  next  year 
(charts).  "I  wonder  if  the  government  realizes  the  degree  to 
which  the  industrial  infi'astructm-e  is  collaj^sing?"  asks  Stephen 
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p.  Knaebel,  president  of  Cummins 
Engine  Co.'s  Mexico  operation, 
whose  engine  sales  have  plunged. 
"How  are  they  going  to  realize  their 
dreams  of  gi'owth  with  this  virtual 
dismantling  of  the  industrial  base?" 

While  expoits  will  be  up  28%  for 
the  yeai' — and  now  make  up  an  im- 
pressive 25%  of  gross  domestic 
product — companies  that  focus  on 
Mexico's  domestic  market  are  hurt- 
ing badly.  Wliole  industiies,  such  as 
truckmaking  and  constmction,  have 
virtually  shut  down.  A  million  peo- 
ple have  lost  their  jobs — and  Mexico 
has  no  unemployment  insurance  to 
  cushion  the  suf- 
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These  workers 
are  lucky:  So 
far  this  year, 
1  million  jobs 
have  vanished 


ROAD  BACK 


UNEMPLOYMENT 
r  RECORD  HIGHS. 


...AND  INVESTMENT 
IS  DOWN 


UNEMPLOYMENT 
RATE 


DIRECT  FOREIGN 

INVESTMENT 

1  1 

...1   1 

'93  '94 
*JULY  1995 


'95*  '96 
'-EST.-' 


'91       '92  '93 
▲  BILLIONS  OF  DOLLARS 


■95  '96 
^EST.-J 


mm  FOR  ECONOMIC  COOPERATION  AND 
IT  MEXICAN  SOCIAL  SECURITY  INSTITUTE 


DATA:  SECRETARIAT  OF  STATE  FOR  TRADE  &  INDUSTRIAL 
PROMOTION,  GRUPO  DE  ECONOMISTAS  Y  ASOCIADOS 


fering.  Banks, 
biu'dened  by  bad 
loans,  ai'e  unable 
to  lend  to  stnig- 
gling  companies. 
Austerity  shrank 
the  money  sup- 
ply by  a  painftil 
57%  thi-ough  Au- 
gust. And  1996  is  likely  to  be  an- 
other tough  year.   Mauricio  A. 
Gonzalez,  chief  of  Mexico  City  con- 
sultancy GEA  Associates,  says  the 
best-case  scenario  is  that  domestic 
demand  will  be  flat. 

Beneath  the  devastation,  howev- 
er, there  are  signs  that  the  pain  of 
Mexico's  economic  upheaval  will  not 
be  in  vain.  In  fact,  the  crisis  has  ac- 
celerated key  stmctural  changes  that 
were  ab'eady  under  way  and  were 
making  Mexico  moi'e  attractive  to 
investors.  More  Mexican  companies 
are  streamlining  faster — making 
them  more  competitive  in  the  world 
economy.  Some  are  cai-ving  out  new 
niches  in  such  areas  as  high-tech 
manufacturing.  And  while  the  crisis 
has  crimped  foreign  investment,  it 
hasn't  cut  it  oK  Encom-aged  by  naf- 
TA,  U.  S.  and  other  investors  are 
shifting  work  to  Mexico — often  to 
midsize  cities  that  could  become  new  gi-owth  areas  (page  118). 

No  one  doubts  the  high  stakes  involved  in  Zedillo's  effort  to 
steer  Mexico  further  towai'd  recovery.  The  strength  of  the  re- 
bound is  sure  to  set  the  tone  for  the  remainder  of  Zedillo's 
six-year  term  in  office.  Zedillo  is  presiding  over  a  critical  pe- 
riod in  Mexico's  histoiy.  He  has  to  manage  both  the  sweeping 
opening  of  the  economy  under  nafta  and  the  dismanthng  of 
a  decades-old  feudal  political  system. 

LOST  CHANCE?  If  Zedillo  is  set  back  by  um'est  arising  from  a 
prolonged  recession — or  if  he  fails  to  attract  higher  levels  of 
foreign  investment — Mexico  could  lose  its  chance  to  leap  into 
the  economic  big  leagues.  Multinational  companies  are  al- 
ready warning  that  they  might  channel  more  investment  to 
emerging  markets  such  as  Brazil  if  Mexico's  domestic  market 
doesn't  revive.  "Mexico  iims  the  risk  of  losing  the  interest  of 
foreign  investors,"  says  Philippe  Melher,  chief  of  Ford  Motor 
Co.'s  operations  in  Mexico.  Without  foreign  investment  to 
boost  the  economy,  Mexicans  would  have  to  postpone  their 
dreams  of  prosperity,  at  least  until  early  next  century. 
As  Zedillo  continues  to  steer  Mexico  toward  recovei-y,  he  is 
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Some  companies 
are  moving  into 
high-tech 
manufacturing 
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attempting  a  difficult 
balancing  act.  On  the 
one  hand,  he  must 
maintain  investor 
confidence  by  contin- 
uing a  policy  of  fi- 
nancial discipline.  On 
the  other  hand,  he 

must  be  careful  not  to  apply  so  much  med- 
icine that  he  kills  the  patient.  Like  theii- 
predecessors  in  the  administration  of  Pres- 
ident Carlos  Salinas  de  Gortari,  Zedillo  and 
Ortiz  oppose  major  government  interven- 
tion in  the  economy.  "There  have  been  a  lot 
of  voices  calling  for  higher  public  expendi- 
tures and  looser  monetai-y  policy,"  says  Or- 
tiz, a  Stanford  University-educated  econo- 
mist. "I  don't  think  that's  the  righi 
approach.  The  recovery  is  going  to  be  pri- 
vate-sector-led." 

Ortiz  may  be  right.  The  private  sector  is  much  more  impor- 
tant than  it  used  to  be,  accounting  for  75%  of  economic  out- 
put, up  from  50%  a  dozen  yeai's  ago.  Ortiz'  formula  is  to  tiuTi 
Mexico  into  an  export  platform  by  keeping  the  value  of  the 
peso  low,  making  the  cost  of  Mexican  labor  and  products 
cheap  (table). 

BANKING  WOES.  At  the  same  time,  tight  monetary  and  fiscal 
restraints  aim  to  discourage  the  out-of-control  consumer 
spending  that  helped  run  up  a  $29  billion  current-account  def- 
icit in  1994.  Tliat  policy  worked  this  yeai"  The  cuiTent-account 
deficit  is  down  to  $1  billion,  and  inflation  has  been  kept  to 

50%,  lower  than  ex- 
pected. Zedillo  aims  to 
bring  inflation  down  to 
20%'  next  year.  Nev- 
ertheless, unemployment  is  at  a  record  high.  And  those  who 
still  have  jobs  have  seen  their  real  wages  fall  by  25%-.  A  new- 
proposed  minimum  wage  hike  of  21%  through  next  April 
won't  be  enough  to  recover  that  lost  purchasing  power. 

Business  leaders  fear  that  if  high  interest  rates  continue, 
more  companies  will  collapse.  That  could  create  new  troubles 
for  banks,  wliich  the  government  has  ah-eady  spent  billions  of 
dollars  to  bail  out.  Some  executives  also  woriy  that  by  leaning 
too  far  to  please  financial  investors,  the  government  could 
set  back  Mexico's  chances  of  attracting  direct  foreign  invest- 
ment. The  country  needs  huge  investments  in  manufacturing 
and  inft'astructure — something  on  the  order  of  $10  billion  a 
year — ^just  to  achieve  3%-  to  4%  gTowth.  If  that  doesn't  mate- 
rialize, unemployment  and  um-est  may  increase,  and  the  econ- 
omy won't  have  the  resources  to  make  itself  competitive — as 
Mexico's  membership  in  nafta  demands. 

By  making  Mexico  more  of  an  export  economy,  Ortiz  be- 
lieves he  can  get  the  economy  gi"owing  at  3%,  even  if  compa- 
nies that  don't  export  perform  poorly.  But  longer  term,  he 
says,  growth  must  come  from  foreign  investment,  gi'eater  pro- 
ductivity, and  higher  intenial  savings.  Ortiz  wants  to  energize 
investment  on  the  home  front  by  introducing  private  ftmd 
management  to  the  creaky  government  social  secmity  scheme. 
The  aim  is  to  raise  domestic  savings  fi'om  the  present  16%^  of 
GDP  to  24%  over  five  years. 

A  government  task  force  is  drafting  a  law  to  create  man- 
datory, privately  managed,  individual  pension  plans.  "It  won't 
make  much  difference  in  the  fii'st  year,"  says  an  official  famil- 
iar with  the  plan.  "But  in  two  or  three  years,  you  will  see  a 
substantial  pool  of  savings." 

Any  tinkering  vdth  the  sacrosanct  social  security  system 
faces  an  uphill  fight  in  Congress,  but  officials  hope  pension 
funds  can  be  introduced  by  early  1997.  Already,  internation- 
al banks  with  big  presences  in  Mexico,  including  Citibank  and 


Spain's  Banco  Bilbao  Viz- 
caya,  are  planning  to  of- 
fer their  own  pension- 
management  plans  if 
foreign  banks  ai"e  allowed 
to  participate. 

Will  all  tliis  be  enough 
to  sustain  the  growth 
Mexico  needs?  There  are 
broad  concerns  about 
whether  Mexico's  export 
strategy  will  put  money 
in  enough  people's  pock- 
ets to  create  robust 
growth.  Big  Mexican  com- 
panies and  subsidiaries  of 
international  companies 
dominate  exports.  Many 
have  been  trimming  staff 
in  recent  years — and  lay- 
offs have  accelerated  since 
the  crisis.  One  Mexican 
company,  for  example,  has  cut  8,000  jobs  in  eight  years  \ 
doubling  output. 

Such  textbook  streamlining  may  make  Mexico  more  nni 
petitive,  but  it  may  not  be  the  right  answer  for  a  counti 
with  a  fast-gi'owdng  workforce  and  no  social  safety  net.  Ii 
deed,  a  debate  is  growing  about  Mexico's  model  for  econnii 
ic  gi'ovrth.  Taking  advantage  of  a  peso  that  was  overvalut 
until  last  year,  Mexican  companies  invested  heavily  in  ni; 
chines  from  Europe,  Japan,  and  the  U.  S.  that  are  designed  i 
save  labor.  Now,  some  ai'gue  that  Mexico's  best  hope  may  1 
its  cheap  labor.  "People  tliink  labor-intensive  manufactuirng 
unproductive,"  says  Felix  Boni,  an  analyst  at  James  Capel 
search  Mexico.  "But  if  labor  is  cheap  and  plentifiil,  there  is  i 


MEXICO'S  ECONOMIC 
DILEMMA 

The  goverranent  is  t 
create  an  export  platform  while 
suppressing  consumer  spend- 
ing— and  inflation.  That  pleas- 
es international  financiers,  but 
businesses  depending  on  the 
domestic  market  are  in  trouble. 
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►  Maintain  tight 
monetary  and  fiscal 
policy;  keep  peso  Ic 
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POVERH  GROWS 


The  peso  crisis 
caused  living 
standards  to 
plummet 
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Finance  Secretary 
Ortiz  is  under 
pressure  to  ease 
his  fiscal  controls 

reason  to  go  for  reduc- 
ing it." 

Despite  all  the  set- 
backs, Mexico  is  still  far 
better  off  than  it  was  10 
years  ago,  before  it  be- 
gan opening  up.  Compa- 
nies such  as  DuPont  Co. 
have  spent  heavily  to 
modernize  and  pared 
staff  to  bring  their  Mexi- 
can operations  up  to 
international  standards. 
Although  DuPont's  do- 
stic  sales  have  slumped  by  35%  this  year,  it  has  naiTowed 
•  gap  by  exporting  some  60%  of  its  products.  "You  have  a 
ch  bigger  market  to  think  about,"  says  DuPont  Mexico 
asident  Raul  Munoz.  "We  won't  necessaiily  have  Mexico  as 
■  chief  market"  in  the  future. 

While  small  and  midsize  companies  were  hit  hard  by  this 
ir's  8%  to  10%  plunge  in  domestic  demand,  nafta  provid- 
a  cushion  for  many  lai'ger  companies  and  multinational  sub- 
iaries.  When  Cummins  Engine  saw  domestic  sales  of  its 
ivy-duty  ti-uck  and  bus  engines  in  Mexico  fall  98%,  to  45 
ts,  it  switched  a  production  line  from  Brazil  to  Mexico, 
mmins  is  also  bringing  used  engines  from  the  U.  S.  to  be 
)uilt  and  sent  back  north.  That  helps  minimize  layoffs. 

JENCES 

exports  and  keeps  current  account  in  balance, 
sinesses  suffer  from  slumping  demand  as 
iloyment  soars. 

eventually  reduce  dependence  on  foreign  capital 
I  take  several  years  to  pay  off.  Political  opposition 
ed  to  be  significant. 

tract  investment  and  boost  competitiveness 
iroving  infrastructure,  but  some  industries  worry 
layoffs. 


Ford's  new  North 
American  strategy, 
based  on  nafta,  has 
also  helped  shield 
the  company's  Mexi- 
can subsidiary  from 
a   slump.  Exports 
are  up,  and  the  com- 
pany gave  the  go-ahead  to  expand  an  en- 
gine plant  and  start  a  new  component  line 
in  Mexico.  "I  don't  know  what  we  could 
have  done  without  nafta,"  says  Ford's  Mel- 
lier  (page  110). 

The  more  open  economy  is  having  a  pro- 
found effect  on  Mexican  companies.  Many 
were  family-nm  and  insular,  and  lacked  pro- 
fessional management.  Now,  as  they  try  to 
raise  capital  and  take  on  foreign  partners, 
they  are  being  forced  to  be  more  account- 
able. "Having  outside  people  on  the  board  is 
foreign  to  them,  but  it's  going  to  have  to  happen,"  says  Clau- 
dio  X.  Gonzalez,  chief  executive  officer  of  Kimberly  Clark  de 
Mexico  and  head  of  the  Mexican  Business  Council.  "We're  go- 
ing to  be  a  capital-importing  country  for  cjuite  a  few  years." 

The  government  is  going  through  a  similar  transfoiTnation. 
Zedillo  is  supporting  a  democratic  opening  that  will  curb 
the  near-authoi-itarian  powers  of  Mexican  presidents  and  in- 
troduce real  debate  on  government  policies  for  the  first  time. 
Congress  has  won  new  powers  to  oversee  government  spend- 
ing. And  the  government  now  releases  economic  informa- 
tion weekly  on  the  Intemet — rather  than  revealing  its  foreign 
reserves  just  three  times  a  year. 

SOBERING  OUTLOOK.  Such  changes  will  hkely  make  Mexico 
more  attractive  for  outside  investors.  Some  investment  funds 
are  ab*eady  flowing  in.  Banco  Bilbao  has  paid  $476  million  for 
a  70%  stake  in  troubled  Mercantfl  Probursa.  And  other  buy- 
outs are  in  the  offing  (page  114). 

The  govemment's  plans  to  privatize  ports,  railroads,  and 
some  petrochemicals  and  to  allow  private  companies  to  build 
natural  gas  networks,  will  attract  billions  in  investment. 
Ending  Telefonos  de  Mexico's  monopoly  on  long-distance 
communications  has  reaped  commitments  for  $5  billion  in  in- 
vestment. Foreign  dii-ect  investment  is  expected  to  rise  next 
year  after  plunging  by  44%,  to  $3.5  biUion,  in  1995. 

Nearly  a  year  after  the  peso  crisis,  Zedillo  can  take  cred- 
it for  restoring  financial  stability  to  Mexico.  But  the  countiy's 
outlook  is  much  more  sobering  than  it  was  when  he  took  pow- 
er last  December.  Before  the  devaluation,  Mexico  seemed 
well  on  its  way  to  becoming  an  economic  powerhouse.  It 
had  even  joined  the  Organization  for  Economic  Cooperation  & 
Development — the  club  of  industrialized  economies. 

The  biggest  question  facing  Mexico  is  whether,  after  six 
years  of  rising  expectations — and  one  year  of  seeing  them 
horribly  dashed — the  country  is  destined  to  remain  just  an- 
other emerging  market,  or  whether  it  still  has  the  potential  to 
become  a  First  World  economy. 

In  coming  months,  Zedillo  will  have  to  prove  that  he  can  be 
much  more  than  a  technocrat,  or  "Manager  of  the  Nation,"  as 
one  newspaper  saix-astically  dubbed  him.  Without  abandoning 
financial  disciphne,  he  may  need  an  even  bolder  strategy 
than  his  recent  economic  pact  to  jump-start  the  domestic 
economy.  "Zedillo  is  very  convincing  when  he  meets  with 
foreign  officials  and  investors,"  says  one  trusted  adviser. 
"But  he  hasn't  yet  succeeded  in  convincing  Mexicans  that 
there  is  a  bright  future  ahead  of  them."  Zedillo  must  show 
that  he  not  only  has  a  vision  for  Mexico's  future  but  the 
political  skills  necessary  to  make  it  happen. 

By  Geri  Smith,  Stanley  Reed,  and 
Elisabeth  Malkin  in  Mexico  City 


Is  it  the  espresso  or  OS/2 
Warp  Connect? 


While  OS/2''  Warp  Connect  may  not  come 
with  a  twist  of  lemon,  it  can  do  something  that's 
nothing  less  than  extraordinary. 

It  will  let  you  access  multiple  servers  on 
multiple  networks  at  the  same  time,  wherever 
you  might  happen  to  be. 

Just  make  one  phone  call  and  enter  your 
password.  That's  all 

lit  takes  to  connect  Can  your  soft 
into  Internet,  NT,® 

'UNIX®,  NetWare®  Windows®  for  Worltgroup  and 
IBM  servers.  And  that's  all  it  takes  to  share  drives 
and  printers,  graphics  files  and  databases.  Even 
applications.  It's  amazing,  really. 

And  because  there  are  separate  memory 
address  spaces  built  in,  it's  crash-protected.  So 
a  problem  with  one  program  wont  crash 
everything  you're  running. 

With  OS/2  Warp  Connect,  you  can 
create  Person  to  Person™  connections 
with  up  to  eight  people,  whether  they're 


four  floors  away  or  four  time  zones.  So  you  can 
conference  by  video.  Collaborate  by  chalkboard. 
Communicate. 

And  you  can  do  it  all  with  the  speed  and 
reliability  of  OS/2,  the  software  that  readers  of 
InfoWorld  voted  Product  of  the  Year  for  three 
consecutive  years.  II  you're  looking  for  network 

connectivity,  com- 
w  a  r  e    do    this?       [)atibility  and  true 

multitasking,  you 
should  remember  one  important  thing:  It's  not 
only  where  the  working  world  is  headed,  it's 
where  it  is  right  now. 

To  find  out  how  OS/2  War|)  Connect  can 
help  your  business,  call  us  at  1  800  IBM-3333, 
ext.  EAIOO.  Or  visit  our  web  site  at  bttj)://www. 
austin.ibm.com/pspinlb/os2.html.  You'll 
find  it  quite  stimulating. 


Solutions  for  a  small  planet" 


OS/2  Waip  Cotineci  Fullpack  ts  available  (torn  IBM  lot  $189  by  calling  1  800  IBM-3333.  exi  EA  100  In  Canada,  please  call  1  800  CIS2-WARP.  exi  094  Resellei  prices  may  vary  The  IBM  home  page  is  localei)  al  Wtp  //www  ibm  com  IBM  and  OS/2  aie  regislered 
:iademarks  and  Person  lo  Person,  Solutions  lor  a  small  planel  and  Itie  OS/2  logo  are  trademarks  of  Inlernational  Business  Machines  Corporation  All  other  company  and/or  product  names  are  trademarks  and  registered  trademarks  ot  their  respective  companies 
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SURVIVAL  STRATEGIES 
FROM  MEXICO'S  FRONT  LINES 


The  economic  crisis  radically  altered 
Mexico's  business  environment.  With 
credit  rates  nearing  three  figures,  the 
domestic  market  suddenly  dried  up. 
Companies  had  to  come  up  with  survi- 
val strategies  fast. 

Here  is  how  three  very  different  com- 
panies cope.  Ford,  Mexico's  leading 
carmaker,  is  boosting  exports  and  offering 
a  cheaper  line  to  beleaguered  Mexican 
consumers.  Ilusimi,  a  family-oumed  linge- 
rie maker  mth  a  solid  name,  is  taking  its 
first  steps  acrvss  ttie  U.  S.  border.  Mercan- 
til  Prohursa,  Mexico's  10th  largest  bank, 
was  so  sliaken  by  bad  debts  that  its  best 
option  was  to  yield  control  to  a  Spanish 
bank.  These  three  companies,  like  thou- 
sands of  others,  will  emerge  changed 
from  this  year's  crisis.  It's  one  positive 
consequence  of  the  downturn  and  a  sign 
that  Mexico  still  has  potential. 


NAFTA  Eases 


The  Way 


The  disastrous  state  of  Mexico's  auto 
industry  these  days  hasn't  taken  the 
edge  off  Philippe  Mellier's  biting  wit. 
Looking  at  the  spectacular  view  of  dis- 
tant volcanoes  from  his  sixth-floor  office 
in  Mexico  City,  Ford  of  Mexico's  presi- 
dent quips:  "If  you  didn't  have  a  sense  of 
humor,  you  would  commit  suicide." 

Things  aren't  as  bad  as  all  that  for 
Ford  in  Mexico,  but  they're  far  from 
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what  Mellier  expected  when  he  arrived 
to  take  up  his  new  post  in  November, 
1994.  An  energetic  40-year-old  French- 
man, Mellier,  who  had  been  Ford's  boss 
in  New  Zealand,  thought  he  would  be 
presiding  over  a  dramatic  surge  in 
Ford's  business  as  a  result  of  nafta. 
Of  Detroit's  Big  Three,  Ford  had  moved 
first  to  capitalize  on  nafta,  restnicturing 
one  of  its  Mexican  plants  to  produce 
the  Mystique  and  Contour  cars  as  well 
as  some  light  trucks  for  both  the  domes- 
tic and  export  markets.  Imports  from 


Ford's  U.S.  plants  would 
meet  the  rest  of  demand  in 
Mexico,  which  was  expected 
to  boom. 

Then  came  the  devaluation, 
which  thiTist  Mellier  into  the 
role  of  crisis  manager.  His  an- 
swer: Do  whatever  was  pos- 
sible to  sell  some  cars  in 
Mexico  while  boosting  exports  and  cut- 
ting costs  to  contain  losses.  Ford's  strat- 
egy is  being  repeated  across  Mexico  by 
companies  in  the  auto  and  other  indus- 
tries. But  Ford  has  managed  to  do  some- 
what better  than  its  rivals:  Its  domestic 
sales  have  fallen  about  50%  this  year — 
vs.  70%  for  the  industi-y  as  a  whole — 
while  its  exports  have  jumped  22%. 

In  the  midst  of  the  financial  crisis, 
Melher  took  several  emergency  steps. 
To  help  his  dealer  network  weather  the 
credit  squeeze,  he  persuaded  Ford  head- 
quarters in  Dearborn,  Mich.,  to  provide 
credit  so  dealers  could  buy  cars  with  a 


On  the  hne: 
"The  goal  is  to 
maximize  sales  in 
a  very  depressed 
market,"  says 
Ford's  Mellier. 


150-day  grace  period 
interest.  He  stopped 
porting  Ford  Escort  sed 
ft'om  the  U.S.  and  sta 
selling  Mexican-made 
corts  instead. 

MeUier  and  his  team 
scrambled   to  slash 
sticker  price  of  their  po 
lar  Ford  Mystiques.  They  took  out 
players,  leather  seats,  and  sunroofs  t|'^ 
were  popular  when  Mexico  was  bo(i 
ing.  Such  moves  have  brought  the 
erage  price  down  about  20%  in  do 
terms,  although  peso  prices  have  sji 
up  about  70%.  The  lowest-priced  Mi 
tique  is  now  $20,255,  including  taji 
"The  goal  is  to  maximize  sales  ii 
very  depressed  market,"  Melher  sal 
As  a  result.  Ford's  shai'e  of  the  MJ 
ican  market  has  climbed  from  14 
in  September,  1994  to  18.6%  in  Augi 
The  improvement  comes  at  the  expe 
of  such  rivals  as  Volkswagen.  Ford 
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Sarah^s  leukemia  was  frightening  enough.  Then 


infection  set  in  that  nearly  hilled  all  hope. 


solidified  its  lead  as  No.  1  in  sales.  Even 
so,  Mellier  says:  "It  is  going  to  be  diffi- 
cult to  make  money"  this  year. 

Ford's  dealers  give  Mellier  good 
marks  for  keeping  them  above  water. 
"Ford  has  done  the  best,"  says  Andres 
Ocejo  Gomez,  a  Mexico  City  dealer  and 
chief  of  the  country's  Ford  dealer  asso- 
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ciation.  Only  two  of  Ford's  127  dealers 
have  folded.  Meanwhile,  nafta  has 
helped  Mellier  persuade  Ford  U.S.  to 
shift  some  of  its  auto-pails  business  to 
Mexico,  wliich  helped  him  minimize  lay- 
offs. Ford  has  only  slashed  about  900  of 
its  17,000  workers,  which  includes  those 
at  its  parts  factories.  That  compares 
with  layoffs  of  20%  at  Nissan. 

Despite  this  year's  travails.  Ford  is 
still  committed  to  Mexico — for  now.  The 
company  is  going  ahead  with  invest- 
ments of  $450  million  to  retool  plants 
and  boost  production  of  components. 
INCENTIVES.  But  looking  ahead.  Ford  ex- 
ecutives see  reasons  for  concern.  They 
wony  the  market  may  not  recover  until 
2000.  If  policymakers  ai-en't  careful,  Mel- 
her  warns,  companies  will  shift  invest- 
ments to  countries  such  as  Brazil  where 
demand  is  fai-  liigher  "We  cannot  siu-vive 
only  by  assembUng  things  and  exporting 
them,"  says  Mellier  "We  need  a  strong 
internal  mai'ket  and  local  revenue." 

The  government  appears  to  be  lis- 
tening. In  a  bid  to  boost  new  car  sales, 
officials  announced  on  Oct.  30  the  end  of 
Mexico's  new-car  tax  that,  w^hen  com- 
bined with  the  value-added  tax,  in- 
creased the  price  of  "luxury"  cars  by 
as  much  as  50%.  The  government  will 
also  allow  companies  to  take  tax  deduc- 
tions if  they  buy  new  cars.  Still,  if  Mex- 
ico's recovery  doesn't  pick  up,  tax 
breaks  won't  be  enough.  Mellier  will 
have  to  find  more  new  ways  to  keep 
Ford's  operations  going — or  watch  the 
company's  investments  flow  elsewhere. 

By  Stanley  Reed  and 
Elizabeth  Malkin  in  Mexico  City 
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Investor 

To  the  Rescue 


MERCANTIL  PROBURSA 


Spanish  banker  Miguel  Navas  knew 
when  he  came  to  Mexico  City  in  Oc- 
tober, 1994,  that  he  had  a  tough  task 
ahead.  His  bank.  Banco  Bilbao  Vizcaya 
(BBV),  had  paid  $136  million  for  a  20% 
stake  in  Mercantfl  Probursa,  one  of  18 
Mexican  banks  privatized  in  1991  and 
1992  after  a  decade  of  government  con- 
trol. Although  the  banks  had  sold  for 
Ijreinium  piices,  bbv  wanted  a  foothold  in 
Mexico,  whose  economy  seemed  to  have 
endless  promise.  Now  the  bank  was  in 
trouble,  and  he  was  assigned  to  help. 

But  Navas  never  dreamed  that  a 
massive  peso  devaluation  would  make 
his  mission  all  the  more  urgent.  With 
Probursa  crushed  by  a  mountain  of 
overdue  loans,  bbv  spent  $340  million 
last  July  to  increase  its  ownership  to 
70%'  and  shore  up  Probursa's  capital, 
and  it  began  remaking  the  bank  from 
top  to  bottom.  "We've  had  some  very 
difficult  moments,  wdth  a  lot  of  tension," 
admits  Navas,  Probursa's  new  general 
director,  who  routinely  works  13/{-hour 
days.  "But  if  we  didn't  believe  it  was  a 
good  business,  we  wouldn't  be  doing  it." 

Probursa,  founded  in  1933  by  mem- 
bers of  Mexico's  small  Jewish  commu- 
nity, is  a  prime  example  of  the  changes 
Mexican  companies  are  going  to  go 
through  as  foreign  investors  increase 
their  influence.  Perhaps  no  industry 
needed  a  shakeup  as  badly  as  Mexico's 
banking  sector.  After  10  years  of  state 


control,  banks  such 
as   Probursa   were   Navas:  No\| 
technologically  back-   Mexico  IP  '* 
ward  and  had  little  another 
experience  m  lending 
money.    Last   year,  GHierglll 
about      6.5%      of  COUntiy'' 
Pi'obursa's  loans  were 
in  aiTears  because  of  liigh  interest  i 
following  the  Chiapas  uprising.  V 
the  devaluation  pushed  interest  i 
on  floating-rate  loans  to  105%  in  A 
Probursa's  portfolio  of  bad  loans  i 
than  doubled,  to  16%. 
IMPORTED  TALENT.  Most  other  Me> 
banks  were  no  better  off.  Indeed,/ 
government  was  forced  to  seize 
this  year  to  save  them  from  colk 
and  spent  more  than  $2.5  billion  to 
seven  others  recapitalize  and  set  £ 
reserves.  Says  Navas:  "I  came  her\ 
1994]  to  a  Mexico  that  had  a  tr: 
phant  economy,  and  today  it's  jus 
other  emerging  country." 

Nevertheless,  Navas  has  been  bus] 
the  past  year,  he  has  laid  off  about 
employees,  or  20%-  of  the  worldbi'ce.  E 
experienced  Spaniards  were  transfe 
fi'om  Madrid  to  head  Pi-obui-sa's  mail 
partments.  Navas  sold  off  a  major  c 
building  and  consolidated  operatior 
the  bank's  modem,  art-filled  headq 
ters.  And  since  BBV  won  control  in 
officials  have  been  cleaning  up  Pro 
sa's  books,  writing  off  over  $3;30  milli( 
bad  debts  and  renegotiating  loans 
customers.  In  October,  Probursa  bf 
lending  again — cautiously — to  the  cc 
rate  customers  they  judge  most  likel  ^'^ 
weather  this  yeai''s  economic  storm. 

Following  BBv's  lead,  other  for 
banks  may  play  bigger  roles  in  rema 
Mexico's  financial  system.  Canada's  I 
of  Nova  Scotia  is  negotiating  to  turi 
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"At  Gabelli  Funds  we  do  bottom- 
up  research.  We  read  annual 
reports,  visit  the  competition, 
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minority  stake  in  Inverlat  into  a  con- 
trolling position.  In  another  deal,  two 
European  banks  may  take  control  of 
their  Mexican  partner,  Bital. 
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The  govemment  is  hkely  to  offer  big 
concessions  to  foreign  institutions  to  res- 
cue straggling  Mexican  ones.  In  the  case 
of  Probui'sa,  the  govemment  bought  $1 
biUion  of  the  bank's  overdue  loan  portfo- 
ho  at  a  20%  discount,  and  pays  the  new 
bank  owners  a  fee  to  administer  the 
loans.  Finance  Secretaiy  Gmllei-mo  Ortiz 
has  made  it  clear  that  he  won't  let  any 
Mexican  bank  fail.  Instead,  he  wants  to 
see  a  consohdation  of  banks. 
BANK  BASHING.  For  Navas,  Mexico  has 
provided  a  real  learning  experience.  He 
says  he  was  "shocked"  by  how  little 
consumers  know  about  banking  and  by 
their  "contempt"  for  banks.  "They  be- 
lieve that  everything  bad  that  was  hap- 
pening to  them  was  the  fault  of  banks," 
he  says.  For  months,  angry  debtors 
staged  protests  outside  bank  branches 
until  the  govemment  came  up  with  $1.2 
billion  in  subsidies  for  lower  interest 
rates  on  overdue  loans. 

The  coming  months  will  likely  see 
more  changes  for  the  banks.  If  the  econ- 
omy begins  to  pick  up  soon,  their  worst 
difficulties  may  be  over  But  a  period  of 
consolidation  is  sure  to  follow.  As  the 
Probursa  experience  shows,  banks  that 
are  not  strong  enough  to  make  it  on 
their  own  face  upheaval  and  possible 
takeover,  whether  they  want  it  or  not. 

By  Geri  Smith  in  Mexico  City 


Now  It's 
Export  or  Die 


ILUSION  TEXTILES 


Former  President  Carlos  Salinas  de 
Gortari  constantly  pi'eached  to  Mex- 
ican businesses  that  they  had  to 
"modemize  or  die."  The  Romano  family, 
ownei's  of  the  Textiles  Tizayuca  cloth 
and  gamnent-making  complex,  took  him 
at  his  word. 

At  their  plant  in  Tizayuca,  about  an 
hour's  drive  from  Mexico  City,  they 
have  assembled  an  impressive  aiTay  of 
state-of-the-art  machines.  The  looms 
whir  and  hum  24  hours  a  day  as  they 
take  raw  yams  and  spin  them  into  lace 
and  silky  fabrics.  In  an  adjacent  facility, 
more  than  600  seamstresses  fill  a  cav- 
ernous room.  Their  sewing  machines 
tum  the  materials  into  some  1.2  million 
slips,  camisoles,  bras,  and  panties  each 


month.  Most  are  sold  under  the  Ro- 
manos'  Ilusion  brand. 

Companies  like  Ilusion,  which  mairy 
technology,  intensive  labor,  and  exports, 
could  be  a  model  for  Mexican  economic 
development,  especially  if  the  peso  re- 
mains low.  "The  more  labor  a  product 
involves,  the  better  it  is  for  Mexico," 
says  David  Romano,  36,  an  industrial 
engineer  who  helps  manage  the  facto- 
ries. "That's  where  our  strength  lies." 

The  Romanos  are  among  the  few 
proprietors  of  Mexican  textile  compa- 


Ilusion  unscathed:  The  family-ow 
company  won't  reveal  its  earnings 
concedes  that  sales  were  down  f 
through  September.  "We'll  make 
less  than  in  other  years,"  says  D; 
"but  it  will  be  better  than  break-e\ 
Ilusion  had  been  growing  15%  to 
a  year  before  the  devaluation,  thanl 
the  slow-but-sui'e  expansion  of  Me> 
lower  and  middle  classes.  Yet  the 
manos  exjDected  that  the  opening  of  I 
ico's  markets  would  let  in  a  flood  o 
expensive  Asian-made  undergarmc 


nies  who  have  invested  big  re- 
cently. Last  year,  they  took 
delivery  of  $4  million  in  new 
Italian  and  German-made 
equipment.  The  last  crates 
were  delivered  just  weeks  be- 
fore the  currency  devaluation 
that  sent  Mexico's  economy 
into  a  nosedive  and  their  business  into 
a  slump. 

But  at  a  recent  breakfast  of  fried  eggs 
and  fiijoles  in  the  factory  dining  room, 
the  Romanos  insisted  they  were  not  dis- 
com-aged.  "We  still  believe  in  Salinas — not 
in  him  as  a  person,  but  in  liis  proposals 
for  changing  the  economy,"  says  Ben- 
jamin Romano,  40,  the  marketing  and 
advertising  director.  "Salinas  was  pusliing 
the  country  to  be  pr'epared  to  compete. 
Tliis  has  been  a  tough  year;  but  our*  new 
infi-astnictiu'e  is  r-eady  to  fly." 
LOOT  OF  THE  LOOMS.  Ilusion,  founded 
45  years  ago  by  the  Romanos'  parents, 
had  never  exported.  But  within  weeks 
of  the  devaluation,  they  began  courting 
distributor's  and  department  store  chains 
in  the  U.  S.  They  now  send  10%  of  pi'o- 
duction  to  the  the  U.  S.,  Centr-al  Amer-- 
ica,  and  the  Caribbean — hoping  to  boost 
exports  to  20%-  next  year  Ilusion  em- 
ploys about  1,8.50  people.  Wages  for 
their'  blue-collar'  wor'ker's  r-ange  fi'om  a 
minimum  of  .$120  a  month  to  $240. 

Of  course,  the  peso  crisis  has  not  left 


"Our  strength 
lies"  in 
intensive 
labor,  says 
David  Romano 


so  they  invested  regulari 
new  equipment  that  wouk 
crease  the  quality  of  their 
ments  and  lower  costs.  ]V 
other  textile  companies  thai 
not  bother  to  upgr-ade  went 
ly-up  as  they  lost  out  at  h 
and  wer'e  unable  to  export. 
So  far',  Ilusion's  U.  S.  sales  ar'e  rrn 
to  Hispanics  who  know  the  compa 
brand  name.  Wlien  the  Romanos  b( 
taking  samples  to  buyers  at  U.  S. 
paitment  stor-e  chains,  they  were  am: 
to  discover  that  some  were  unawar'e 
tariffs  on  Mexican-made  garments 
been  eliminated  under  nafta.  And  n 
seemed  r-eluctant  to  deal  with  a  Mex 
company  without  a  U.  S.  sales  office 
One  U.  S.  chain  that  has  expre: 
inter'est  is  J.  C.  Penney,  which  sent 
r'esentatives  to  the  factory  in  Tiza] 
sever'al  times.  The  companies  I 
wor'ked  together'  to  impr'ove  quality- 
tr'ol  pr'ocedur'es. 

As  its  expor't  business  expa 
Ilusion  is  continuing  to  invest.  I 
spending  $600,000  on  a  water'-tr'eatn 
plant  to  reassiu'e  U.  S.  customers  of 
company's  obser'vance  of  envirorrme 
standar'ds.  Ther'e's  no  doubt  about  t 
plans  for'  their  company:  The  Rom; 
plan  to  be  around  for  a  long  time 
By  Geri  Smith,  'i 
Stanley  Reed,  in  Tizay 
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The  HP  Color  LaserJet  printer  The  only  one  that  does  it  all. 


These  days,  it  seems  that  everyone 
wants  it  all.  Documents  with  terrific 
impact.  Printed  fast,  dependably  and 


economically.  How  can  you  deliver 
all  that  and  more?  Well,  there  really 
is  only  one  complete  answer  -  the 
HP  Color  LaserJet  printer. 

It  combines  show-stopping  c  olor  with 
the  rich  black  and  white  you  need 
for  your  day-to-day  business  printing. 
It  prints  a  variety  of  sizes,  from 
standard  to  legal  and  11  x  17  (black 
only).  And  it  produces  multi-page 
documents  from  start  to  finish  faster 
than  other  color  laser  printers.  Of 
course,  it  also  has  everytlring  you've 


come  to  expect  in  an  HP  LaserJet. 
Industry-leading  software  support. 
HP  LaserJet  compatibility.  Seairiless 
integration  in  networking  environ- 
ments. And  unmatched  reliability. 

Better  still,  you  get  all  this  at  the 
lowest  possible  cost  of  ownership. 
In  short,  all  you've  been  looking  for 
is  right  here.  For  print  samples,  call 
1-800-527-3753,  Ext.  1024. 

HP  Color  Printers 

Just  what  you  had  in  mind. 


HEWLETT^ 
PACKARD 


IT'S  BETTER 
IN  LA  PROVINCIA 

Why  native  and  foreign  companies  are  fleeing  Mexico  City 


Octavio  Garcia  unwi-aps  a  candy  and 
looks  out  his  office  window  at  the 
rolhng  scrubland  dotted  with  cacti. 
Since  leaving  Mexico  City's  corrosive 
air  and  workday  stress,  the  plant  man- 
ager at  TRW  Inc.'s  new  power-steering 
systems  factory  in  Queretaro  hasn't 
looked  back.  "I  don't  miss  the  big  city," 
says  Garcia,  a  Mexico  City  native.  "I 


Cover  Story 


would  be  dead  ah'eady  if  I  lived  there." 

When  TRW  looked  around  for  a  plant 
site  last  year,  it  immediately  ruled  out 
the  anarchic  jumble  of  the  capital.  In 
Queretaro,  the  company  found  a  skilled 
workforce  and  highway  connections  to 
auto-assembly  plants  throughout  cen- 
tral Mexico.  The  industrial  parks  of  this 
bustling  business  hub  are  just  20  min- 
utes from  downtown's  tree-shaded  colo- 
nial squares  and  the  16th  century  con- 
vent where  the  Hapsburg  Emperor 
Maximilian  spent  his  last  night  before 


HERMQSILLO 

Ford  assembly  plant  encouraged  auto  parts 
industry.  Quick  highway  connection  to  U.S.  border 


being  executed  in  1867.  A  comfortable 
2^-hour  drive  northwest  of  Mexico  City, 
Queretaro  is  home  to  multinational  cor- 
porations that  produce  everything  fi-om 
gas  stoves  to  breakfast  cereals. 

A  growing  number  of  corporations 
are  flocking  to  la  provincia,  Mexico's 
smaller  cities.  They're  attracted  by  a 
capable  and  cooperative  workforce, 
cheap  land,  and  convenient  locations. 
Mexico's  export  push  vrill  only  accelerate 
the  flight  from  La  Capital.  And  Presi- 
dent Ernesto  Zedillo's  decentralization 
drive  will  give  the  country's  31  states 
new  control  over  spending  federal  fimds 
on  infi'astructure  to  attract  industry. 
PARK  PERKS.  Although  Mexico's  eco- 
nomic ordeal  has  slashed  foreign  direct 
investment  to  less  than  half  of  last 
year's  $8  billion,  analysts  expect  it  to 
rise  next  year — drawn  by  export  pros- 
pects and  the  reviving  domestic  econo- 
my. The  lion's  share  of  new  plants  will 
go  to  cities  with  populations  of  .500,000 
to  1  million. 

It  doesn't  take  much  to  sell  foreign 
companies  on  moving  to  Mexico's  boon- 
ies.  There,  they  can  set 
up   shop   in  pre- 


planned industrial 
parks  while  leav- 
behind  the 


E 


MERIDA 

Sea  connections  to 
gulf  ports  in  the  U.S. 
have  encouraged 
maquiladora  growth, 
especially  in  textile 
industry. 


Home  to  multinationals  such  as  Kellogg 
supplying  domestic  market.  Center  for 
R&D  and  auto  parts  industry. 


fractious  unions,  rapacious  bureaucr 
and  traffic  snarls  of  Mexico  City.  S' 
governments  smooth  the  papei-work 
lean  heavily  on  local  unions  to  keep 
vestors  happy. 

Behind  these  moves  lies  a  major  s 
in  the  Mexican  economy.  It  made  st 
for  companies  to  build  plants  to  se 
big  consumer  markets  in  Mexico  ( 
Monterrey,  and  Guadalajara  when 
economy  was  protected  in  the  1970s 
early  '80s.  As  Mexico  opens  up  mi 
companies  are  opting  for  easy  acces: 
imported  supplies  and  export  routes 

Among  the  centers  of  such  actr  " 
ai"e  the  Big  Thi'ee  auto  plants  in  Her 
sillo  and  Saltillo,  which  are  br-inginj  * 
for-eigii  and  Mexican  supplier  operati  ' 
The  tiny  central  state  of  Aguascalier 
is  home  to  almost  tlu-ee-ciuarters  ol 
Japanese  investment  in  Mexico,  sp(  ^' 
headed  by  a  Nissan  Motor  Co.  pi  * 
that  pi'oduces  for  the  local  market 
for  export.  Despite  this  yeai''s  econo 
tremors,  Texas  Instruments  Inc.  is  p  ^ 
ning  to  expand  its  electronics  pi;  * 
which  should  create  1,000  jobs.  if- 
Auto  parts  maker-s,  such  as  Cumn  ' 
Engine  Co.  and  AlHedSignal  Inc.,  suj  * 
car-  and  traick-assembly  plants  aro' 
the  country  from  San  Luis  Potosi.  E  1 
tropical  Merida,  which  once  produ  m 
only  sisal,  has  used  its  low  wages  «i 
access  to  Gulf  of  Mexico  ports  to 
courtage  a  textile  maquiladora  indus  ifi 
In  city  after  city,  once  new  pla  "i 
get  up  and  rimning,  consumer-  con;  f 
nies  and  other*  player-s  follow.  Ace  Hs »() 
ware  Corp.,  seeing  a  fast-growing  E 
underserved  market,  has  put  eaci  tTI 
its  70  Mexican  stor-es  in  smaller  citi  J 
"WOULDN'T  GO  BACK."  Meanwhile,  sc  "a 
cities  ai"e  attr-acting  design  comple:  * 
Thanks  to  top-notch  engineers  tur  is 
out  by  local  univer'sities,  the  city  Ja 
Quer-etar-o  boasts  moi-e  than  30  resea  it 
center's.  Condumex,  a  Mexican  suppk^ 
of  telecommunications  equipment,  a  4 
parts,  and  plastics,  concentrates  its  w 
work  in  a  research  center  in  a  Qu(  t 
taro  industrial  park.  Says  Mexico  C  rii 
refugee  Daniel  Aguiler'a,  an  engineer  W 
the  center"  "I  wouldn't  go  back  if  ;  le 
paid  me."  I 
That  kind  of  talk  reflects  a  mat 
change,  since  Mexico  City  has  been  [ 
hub  of  power  since  tti 
for-e  the  Spanish  O 
quest.  Ultimately, 
shift  of  investment' 
smaller  cities  will  h  i 
the  country  grow  m 
equitably.  Other  Melei 
cans  call  the  r"esidenti|ttl 
the  capital  cliilangos,  a  term  to  ini 
their  supposed  arrogance.  These  d£lj; 
capitaliiios'  country  cousins  have  g 
reason  to  think  they're  better  off" 
By  Elisabeth  Malkin  in  Qu 
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INSTRUCTION 


iLL  ROADS  MAY  SOON 
EAD  TO  THE  TRIANGLE 


le  Israel-Jordan-Palestine  region  could  boom  * 


■  he  yeai"  is  2005.  Youi*  Palestine  Aii- 
ways  flight  from  Heathrow  lands 
at  the  sleek  new  aiiport  in  Gaza.  A 
nninute  cab  ride  away,  you  check  in 
the  Peace  Palace  Hotel,  a  new  Israe- 
)each  resort  financed  by  Saudi  and 
waiti  investors.  Next  morning,  in  a 
eting  with  loan  officers  from  United 
nk  of  Tel  Aviv  &  Amman,  you  are 
ured  that  arranging  Jordanian-dinar 
mcing  for  your  new  chip  factory  in 
ael  will  be  no  problem.  After  all,  Is- 
il,  Jordan,  and  Palestine  signed  a 
lakthrough  currency  union  in  2004. 
i^antasy?  Yes.  Impossible?  No.  Ask 
1,100  executives  from  Israel,  Ai-ab 
mtries,  and  other  lands  who  broke 
•ad  and  talked  deals  at  a  three-day 
nomic  conference  that  ended  on  Oct. 
in  Jordan's  capital,  Amman.  It  was, 
many,  a  fii'st  meeting  between  for- 
r  enemies.  And  it  could  be  the 
nching  pad  for  a  new  era  in  the  Mid- 
East. 

LTINATIONAL  RUSH.  One  who  attend- 
Jordanian  businessman  Samir  M. 
war,  has  already  had  a  taste  of  the 
are.  Last  year,  the  telecommunica- 
is  entrepreneui"  was  one  of  the  first 
danians  to  travel  openly  to  Israel, 
w  he's  negotiating  with  IsraeU  high- 
h  companies  to  bring  technology  to 
dan.  "Within  one  year,"  predicts 
war,  "we'll  see  a  change  in  attitude 
t  will  make  this  kind  of  dealmak- 
normal." 

Nhat  Kawar  and  others  like  him  are 
neering  is  probably 

Middle  East's  most 
mising  new  frontier: 

emerging  economic 
•tnership  of  Israel, 
dan,  and  Palestine. 
:h  its  skilled  work- 
and  strategic  lo- 
ion,  the  Triangle — as 
area    is  being 
ed — "could  take  off 
ckly,"  says  Henry 
;am,  chief  economist 
Saudi  Arabia's  Na- 
lal  Commercial  Bank. 
The  U.  S.  and  its  re- 
inal  allies  are  deter- 


mined to  reap  an 
economic  payoff 
from  the  Middle 
East  peace  process. 
That  is  why  Israeli 
Piime  Minister  Yitz-  AQABA:  A  Jordan m 
hak  Rabin,  Chair- 

man  Yasser  Arafat  of  the  Palestine 
Liberation  Organization,  and  U.  S.  Sec- 
retary of  State  Warren  Christopher 
went  to  Amman  to  bless  the  meeting, 
chau'ed  by  Jordan's  Crown  Prince  Has- 
san. Unlike  the  Egyj^tian-Israeh  peace, 
which  has  been  buttressed  by  bilhons 
of  dollars  of  U.  S.  aid,  the  plan  this 
time  is  to  rely  largely  on  private  busi- 
ness initiatives. 

That  is  happening  in  Jordan.  It  re- 
cently Ubei'alized  its  tax  and  investment 
laws  and  signed  a  trade  pact  with  Is- 
rael. Now  the  Arabs  and  Israelis  are 
trying  to  coordinate  policies  on  evei*y- 
thing  from  finance  to  tourism  thi'ough 
the  Amman-based  Regional  Economic 
Development  Working  Group  and  other 
forums.  Also  in  the  works  is  a  $5  billion 
regional  development  bank  to  be  based 
in  Cairo. 

Ab-eady  on  the  drawing  boards:  bil- 
lions of  dollars'  worth  of  joint  projects, 
such  as  a  Jordanian-Israeli  airport  to 
serve  the  ports  of  Eilat  and  Aqaba  and 
touiist  facilities  on  the  Red  Sea.  Multina- 
tionals are  rushing  in.  Sprint  Corp.  has 
annoimced  a  deal  to  launch  Internet  and 
E-mail  services  in  Jordan.  And  Amoco 
Corp.  is  working  with  Italy's  AG  if  on  a 


n-I.srach  aupiui  ivoiild  Pierre  Eilaf,  tun 


Crossborder  Deals  to  Link  the  Region 


PROJECT/BACKERS 


Telecom  links  between  Israel  and  Jordan  / 
Bezeq  &  Jordan  Telecommunications 


Taba-Eilat-Aqaba  Ring  Road  / 
Local  Governments 


Gas  pipeline  from  Egypt  to  Israel,  Jordan,  and 
Palestinian  area  /  Amoco  &  AGIP 

Electric  grid  interconnections  / 
Israeli,  Jordanian,  and  Egyptian  utilities 


Four  bridges  over  the  Jordan  River  / 
Japanese  and  German  financing  likely 


.$300  million  pipeline  to  bring  EgyjDtian 
gas  to  the  Tiiangle  (table). 

None  of  this  means  there  will  be  no 
outbursts  of  political  tension  in  the 
next  few  years  over  issues  such  as  Is- 
rael's continuing  controls  in  the  West 
Bank  and  Gaza.  "Until  the  political 
problems  are  solved,  there  is  no  way 
for  Palestinian  companies  to  embark 
on  any  real  cooperation  with  the  Is- 
raelis," says  Yousef  Ghanem,  general 
manager  of  investment  company  Pales- 
tine Telecommunications. 
LURING  BACK  CASH.  There  are  fewer 
barriers  between  Israel  and  Jordan. 
Israel's  Delta  Galil  Industries  is  set- 
ting up  a  joint  venture  in  Jordan  with 
Amman-based  Century  Investment 
Group.  But  Omar  Z.  Salah,  Century's 
28  year-old  ceo,  says  he  is  taking  heat 
from  other  Jordanians  for  dealing  with 
Israelis. 

Political  progress  in  the  region  is 
also  luring  funds  stashed  abroad  by 
wealthy  Palestinians.  Amman's  Zara 
Investment,  led  by  Palestinian  tycoons 
Sabih  Masri  and  Khalil  Talhouni,  plans 
to  cash  in  on  booming  tomism  by  build- 
ing five  hotels  in  Jordan,  including  an 
.$80  million  Hyatt  hotel-and-business 
complex. 

All  the  dealmaking  is 
a  far  cry  from  1972, 
COST     when    Lova   Eliav,  a 
~T  leader  of  Israel's  Labor 

$540  million     p^j-ty,  was  virtually  os- 
tracized politically  for 
$400  million     advocating  a  Palestinian 
state  and  Israeli-Jorda- 

■ir-------    nian-Palestinian  cooper- 

$300  million    ^^-^^  ^^^^^ 

  he  was  merely  ahead  of 

$250  million     his  time. 

By  John  Rossant 
Icn  'u  '  Stanley  Reed  in 

)  u  million    Amman,  with  bureau 
reports 
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REAL  ESTATE 


HAS  SAM  BEEN  MINDING 
THE  STORE? 

With  parts  of  his  empire  languishing,  Zell  is  bolstering  management 


He  is  in  New  York,  maneuvering 
for  control  of  the  huge  Roekefellei' 
Center  office  complex.  Or  he  is  in 
Japan,  trying  to  convince  Japanese 
banks  to  sell  him  some  of  their  U.  S. 
real  estate.  Then  again,  he  could  be  in 
Chile,  motorcycle-riding  with  a  bunch  of 
buddies  known  as  Zell's  Angels. 

Peripatetic  doesn't  begin  to  describe 
Sam  Zell.  The  charismatic  Zell  has 
amassed  a  fortune  over  the  past  thi'ee 
decades  by  spying  value  in  assets  others 
have  spiuTied.  He  heads  an  empu-e  that 
sprawls  across  16  industrial  and  sei-vice 
companies,  6  large  real  estate  partnei'- 
ships,  a  huge  buyout  fimd.  and  2  public 
real  estate  investment  tnists.  Coiporate 
holdings  chum  out  $12  billion 
in  revenue;  real  estate  hold- 
ings total  $5  bilUon. 

Yet  as  his  holdings  have 
multiplied,  it's  becoming  cleai' 
that  Zell's  seemingly  on-the- 
fly,  one-man-band  manage- 
ment style  isn't  working  as 
well  as  it  should.  Returns  at 
some  of  his  holdings  are  lan- 
guisliing.  He  is  now  working 
to  install  a  bi'oader  manage- 
ment team  that  will  ft-ee  him 
to  spend  more  time  on  what 
he  does  best:  buy  underval- 
ued assets.  "I  can  make 
more  of  a  contribution  if  I'm 
not  on  the  line,"  he  says. 
MISSED  OPPORTUNITIES.  Zell 
is  the  fu'st  to  acknowledge 
that  scouting  out  bargains, 
both  in  the  corporate  arena 
and  in  real  estate,  will  be 
tougher  in  coming  years.  "I 
still  think  the  world  is  full 
of  opportunities,  but  I  don't 
see  massive  opportunities 
for  huge  deals,"  he  says. 
"Investments  require  lots  of 
discipline  and  managerial 
skill.  Cowboys  can't  play 
anymore."  But  he  still  plans 
on  being  a  major  player. 
Right  now,  he  is  in  the 
midst  of  raising  up  to  $500 


million  for  a  new  real  estate  fimd  with 
Merrill  Lynch,  and  he  has  spearheaded 
a  $1.1  billion  bid  for  Rockefeller  Center 
Properties. 

But  shoring  up  management  is  task 
No.  1,  to  improve  the  spotty  perforinance 
of  a  niunber  of  Zell  entities.  ZeU  is  chair- 
man or  chief  executive,  or  both,  of  a  doz- 
en companies  in  his  panoply  of  holdings. 
One  of  his  biggest  challenges  is  deahng 
with  the  private  Zell/Chilmai'k  Fimd,  a 
$1  bilhon  buyout  fimd  targeting  public 
and  private  companies  that  was  laimched 
in  capital-squeezed  1990.  One  former  ex- 
ecutive says  Zell  missed  several  early 
investment  opportimities  because  he  was 
scrambUng  to  deal  with  debt-laden  com- 


panies he  had  built  up  in  the  198C 
Several  of  the  fund's  investmen 
seem  to  be  winners.  Diaigstore  cha 
Revco  D.  S.,  mattress  maker  Sea 
Corp.,  and  Jacor  Communications  In 
the  radio  gi'oup,  are  performing  well 

But  there  have  been  some  emba  i 
rassments.  The  fund's  investment 
$260  million  in  Broadway  Stores  In  if 
a  West  Coast  retailer  that  emerg( 
from  bankruptcy  in  1992,  was  near 
wiped  out  this  summer  as  the  compai 
came  close  to  the  edge  again.  Broa 
way  was  rescued  by  Federated  Depai 
ment  Stores,  and  the  fund  was  paid 
Federated  stock,  which  is  now  value 
about  20%  less  than  the  fimd's  initi  lei 


The  Zell  Empire 


ANIXTER  INTERNATIONAL 

(AXE)  Integrated  net- 
work and  cabling  firm 
formerly  known  as  Itel. 
A  strong  performer. 
Owns  30%  of  Antec. 

VIGORO  (VGR)  Acquisi- 
tive $1  billion  fertilizer 
company  becoming  a 
major  producer  and  dis- 
tributor across  North 
America. 


REAL  ESTATE  INVESTMENT 
TRUSTS  (REITs)  Equity 
Residential  Properties 
Trust  (EQR)  owns  apart- 
ment complexes  in  30 
states;  Manufactured 
Home  Communities 
(MHO  owns  manufac- 
tured housing  in  20 
states.  Both  face  perfor- 
mance challenges. 


ZELL/CHILMARK  FUND  Pri- 
vate, $1  billion  fund 
pursues  corporate  turn- 
arounds. Zell  is  taking 
management  control  to 
boost  lackluster 
returns.  Stronger  hold- 
ings include  Jacor  Com- 
munications, Revco 
D.S.,  Sealy.  Weaker 
companies:  Midway  Air- 
Imes,  Quality  Food  Cen- 
ters, Bell  Sports. 

ZELL/MERRILL  LYNCH  REAL 
ESTATE  OPPORTUNITY  PART- 
NERS Series  of  private 
funds  has  $1.5  billion 
to  invest  in  distressed 
real  estate  properties. 
Performance  varies 
widely  among  the  three 
funds.  Fourth  fund,  now 
being  marketed,  aims  to 
raise  $500  million.  But 
it  will  face  sharply 
increased  competition 
for  the  shrinking  num- 
ber of  lucrative  deals. 


STRUGGLING 


AMERICAN  CLASSIC  VOY- 
AGES (AMCV)  Owns  two 
overnight  cruise  lines. 
Just  now  recovering 
from  big  cost  overruns 
and  delays  on  bringing 
new  ships  to  market. 

ANTEC  (ANTC)  Interna- 
tional communications 
technology  company 
suffering  from  a  sales 
slowdown  and  higher 
operating  and  interest 
expenses. 

CAPSURE  HOLDINGS  (CSH) 
Holding  company  for 
specialty  property  and 
casualty  insurance  sub- 
sidiaries. Management 
is  strong,  but  compa- 
ny's markets  are  soft. 
Having  trouble  finding 
acquisition  to  buy  with 
excess  capital. 
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stment  in  Broadway  Stores'  stock, 
ther  difficult  investment  is  Midway 
nes,  which  has  consumed  $30  million 
le  fund's  money.  "It  makes  money 
e  months  and  others  it  doesn't," 

David  M.  Schulte,  head  of  mer- 
it-banking operation  Chilmark.  "It 
either  be  very  good  or  very  bad." 
'hile  Zell/Chilmark's  15%  returns 
d  good  to  the  average  investor,  pen- 
funds  and  other  large  investors  ex- 
;d  annual  compound  returns  north  of 
from  the  10-yeai-  investment.  "We're 
in  the  fifth  inning,  but  they  have  a 
3  do  to  get  to  20%,"  says  William  F. 
n,  president  of  amr  Investment  Sei- 
.  Inc.,  the  pension  arm  of  amr  Corp. 
e  he  says  it  is  "very  reahstic"  to 
c  that  the  fund  could  hit  the  higher 
3ts,  "now  is  the  time  to  focus  on 
oving  earnings  and  getting  the  reen- 
jring  process  going." 
le  performance  of  the  Zell/Memll 
;h  funds,  which  target  distressed 
eities,  is  also  a  mixed  bag,  although 
re  well  ahead  of  real  estate  beneh- 
i  indexes.  Zell  and  Merrill  have 
d  $1.5  biUion  in  real  estate  funds 
:  1988.  The  internal  rate  of  return 
und  I,  which  raised  $410  million  in 
,  approaches  the  low  double-digits, 

a  knowledgeable  source.  The  $450 
)n  Fimd  11,  which  came  out  in  1991, 
)erf()rmecl  t'-Av  better.  Robert  I.  Hel- 


liesen,  a  pension-fund  consultant  with 
Dorn,  Helliesen  &  Cottle  in  Berkeley, 
Calif.,  says  that  for  the  three  years  end- 
ing June  30,  1995,  it  has  returned  almost 
15%  compounded  annually.  Zell  places 
its  returns  closer  to  30%.' But  the  $682 
million  Fund  III  has  suffered  from  a 
more  competitive  mai'ket.  Helliesen  says 
it  returned  just  about  10%  over  the 
past  year,  though  Zell  places  its  return 
closer  to  20%. 

Fund  IV  will  come  online  just  as  a 
real  estate  recovery  is  fueling  a  scram- 
ble for  properties,  boosting  prices.  "The 
competition  that  Zell  has  now  for  trou- 
bled assets  is  incredible,"  says  Donald  G. 
Rundbolm,  a  senior  director  at  kpmg 
Peat  Mai-wick.  "Buyout  fimds  will  have 
a  harder  time  putting  the  money  out — 
and  they'll  get  more  modest  returns." 

Management  troubles  have  also  buf- 
feted some  of  Zell's  other  holdings.  At 
fii-st.  Manufactured  Home  Communities 
(mhc),  a  real  estate  investment  trust 
(REIT)  that  went  public  in  1993,  looked 
like  a  home  run.  But  a  large  acquisi- 
tion left  it  saddled  with  overhead,  spai'k- 
ing  an  eaiTiings  slide  that  sent  the  stock 
ft-om  24  in  mid-1994  to  l&A  on  Nov.  1. 
"Sam  and  the  management  were  guilty 
of  not  watching  the  store,"  says  Michael 
Kirby,  a  piincipal  with  institutional  REIT 
research  firm  Green  Street  Advisors. 
"Effectively  they  doubled  the  size  of 


The  mogul 
is  hunkering 
down  to 
tighten 
management 
and  improve 
some  spotty 
returns, 
but  he 
is  still  out 
raising  money 
for  deals 


EVEN  ZELL  ADMITS 
THE  GAME  HAS 
CHANGED 


the  company,  while  the  ceo,  Randall 
Rowe,  was  working  part-time." 

Zell  is  moving  to  quell  some  of  these 
troubles.  Earlier  this  year,  he  shuffled 
MHC's  management,  moving  Rowe  to  an- 
other entity,  and  stepped  in  as  acting 
CEO.  Perfonnance  has  improved  as  a  re- 
sult. But  Kirby  says  management  re- 
mains an  issue:  "Is  this  just  another  of 
Sam's  entities  within  his  big  organization 
that  gets  short  shrift  on  the  manage- 
ment front?  Can  Sam  be  ceo  of  this 
while  he's  out  trying  to  buy  Rock  Cen- 
ter and  run  25  other  companies?" 
SIGNS  OF  RETOOLING.  In  an  effort  to 
assure  investors  that  he  is  not 
stretched  too  thin,  Zell  is  handing  over 
more  responsibility  to  two  trusted  lieu- 
tenants. One  is  Rod  F.  Dammeyer,  an 
executive  who  oversaw  the  buildup  and 
subsequent  unbundling  of  Itel  Corp., 
now  called  Anixter  International  Inc., 
which  was  one  of  Zell's  first  corporate 
investment  vehicles.  The  other  is  in- 
house  lawyer  Shell  Z.  Rosenberg. 
"When  we  were  significantly  a  private 
gi'oup  of  companies,  Sam  was  the  key," 
says  Rosenberg.  "Now  that  we  are  sig- 
nificantly public,  we  have  a  fiduciary 
obligation  to  demonstrate  we  aren't  a 
one-man  show." 

Another  sign  that  Zell  is  retooling 
the  way  he  manages  his  empire  came 
late  this  October.  Investors  in  the 
Zell/Chilmark  Fund  shifted  man- 
agement control  away  from 
Schulte  to  a  Zell-led  group.  Dam- 
meyer will  be  the  point  man.  Part 
of  the  explanation  lies  in  the  differ- 
ing aims  of  Zell  and  Schulte: 
Schulte  wants  to  raise  another 
fund;  Zell  wants  to  improve  and 
add  on  to  the  existing  portfolio. 
"The  gi'eatest  opportunity  in  the 
U.  S.  is  in  relatively  micro  deals," 
Zell  says. 

He  also  says  there's  still  oppor- 
tunity in  commercial  real  estate, 
betting  that,  in  contrast  to  previous 
boom-bust  cycles,  developers  and 
lenders  won't  rush  to  throw  up 
scores  of  new  office  buildings.  Not 
everyone  is  so  sanguine:  "Banks 
have  short  memories,"  says  Mi- 
chael Evans,  national  director  of 
E&Y  Kenneth  Leventhal  Real  Es- 
tate Group.  "And  we're  already 
seeing  speculative  developments 
across  the  country." 

Sam  Zell  made  most  of  his  mon- 
ey when  assets  were  cheap,  when 
there  were  few  buyers  and  plenty 
of  sellers.  It  will  be  very  interest- 
ing to  see  how  a  man  known  as 
the  "gi'ave  dancer"  copes  at  a  time 
when  the  mai'ket  for  assets  is  very 
much  alive  and  kicking. 
By  Richard  A.  Melcher  in  Chicago 
and  Suzanne  Woolley  in  Netv  York 
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BENDING  THE  RULES 
-OR  BREAKING  THEM? 

Insurance  regulators  say  Paul  Yorke-Wade  plays  fast  and  loose 


Paul  Yorke-Wade,  a 
47-year-old  inter- 
national insui'ance 
consultant  based 
in  Dublin,  insists  he  is 
misunderstood.  "Eveiy 
time  someone  mentions 
my  name,  people  go 
berserk  and  say,  'There 
is  the  master  criminal,' " 
the  Englishman  says 
with  amusement.  In 
fact,  he  says,  his  con- 
sulting fiiTn  simply  pro- 
vides a  variety  of  rou- 
tine services  to  his 
clients,  including  back- 
office  support  and  help 
in  sorting  out  disputed 
claims. 

Insm'ance  regulators, 
who  are  busily  investi- 
gating a  number  of  his 
clients,  have  a  far  dif- 
ferent  take  on  Yorke-Wade.  To  them,  he 
is  a  key  figure  in  a  loose  network  of  in- 
sui'ance brokers,  agents,  and  consultants 
who  promote  the  interests  of  question- 
able offshore  insiu'ers  around  the  world. 
Individuals  like  Yorke-Wade,  regulators 
claim,  play  a  central  role  in  giiiding  in- 
surers to  develop  schemes  that  target 
thousands  of  small  business  owTiers,  such 
as  jfWflrr-  ami  imiti-l  1 1| icratdi's,  wild  nf- 


UNPAID  CLAIMS:  Sangl/vi  and 
hey  dauyliter  had  to  take  out 
a  loan  when  fire  hit  their  motel 


ten  have  trouble  getting 
insurance.  Experts  say 
losses  by  policyholdei-s 
could  be  as  liigh  as  him- 
dreds  of  millions  of  dol- 
lars every  year.  The 
companies'  usual  modus 
operandi,  regulator  say, 
is  to  collect  premiums 
and  then  disappear 
or  go  bankrupt,  leav- 
ing substantial  unpaid 
claims  in  their  wake. 
"Any  of  [Yorke- Wade's] 
activities  should  receive 
close  sciTjtiny,"  cautions 
Chuck  Huff,  the  fonner 
cliief  investigator  for  the 
Georgia  Office  of  Com- 
missioner of  Insurance. 

Ti'ouble  does  seem 
to  follow  M'herever 
Yorke-Wade  goes.  Sev- 
eral  of  his  clients  are 
under  investigation  in  Belgium,  forbid- 
den from  operating  in  a  number  of 
states  in  the  U.  S.,  and  defending  them- 
selves in  at  least  20  actions  brought  by 
irate  policyholders. 

Yorke-Wade  insists  that  his  activities 
ai'e  perfectly  legal.  But  he  acknowledg- 
es pushing  the  regulatory  envelope:  "We 
are  here  to  exploit  the  niles."  Many  of 
his  clients  nin'i'ate  in  cnuntiics  with  lax 


Paul  Yorke-Wade's  Troubled  Clients 

CLIENT 

BUSINESS 

ACTIONS 

VICTORIA  INSURANCE 

Licensed  in  tlie  state  of 
Georgia  in  1987 

Property  and  casualty  insurance, 
including  disability  insurance  for 
professional  athletes. 

Placed  in  receivership  by 
Georgia  in  1988.  $20  million 
in  still  unpaid  claims. 

GLOBAL  INSURANCE 

Registered  in  l\^ontevideo,  Uruguay 

Specialty  property  and  liability 
insurance  lines. 

Cease  and  desist  orders  issued  in 
several  states.  Many  lawsuits 
allege  nonpayment  of  claims. 

AZTEC& INSURANCES 

Registered  at  Global's  address 

Reinsurance. 

Cease  and  desist  orders  issued  in 
several  states. 

DAI  ICHI  KYOTO  REINSURANCE 

Registered  in  Brussels,  Belgium 


Reinsurance,  including  coverage 
for  European  auto  racing  teams. 


Under  investigation  by  Belgian 
authorities. 


DATA  COMPANY  FINANCIAL  DOCUMENTS.  INTERNATIONAL  INSURANCE  REGULATORY  AUTHORITES.  NATIONAL  ASSOCIATION  Of  INSURANCE  COMMISSIONERS 


supei-vision  such  as  Belgium,  which  c 
not  I'egulate  reinsurers  at  all.  The  c 
panies'  promoters  often  use  regulat 
loopholes  or  ignore  insurance  laws  a 
gether  to  sell  poUcies  where  those  c 
panies  are  not  Ucensed. 

Paul  Yorke-Wade  has  spent  mucl 
his  adult  life  learning  to  master  the 
ances  of  regulation.  He  was  raisec 
New  Zealand  and  Malaysia,  where 
father  was  a  policeman.  After  finis! 
high  school  in  Britain,  Yorke-Wade  s 
he  joined  Lloyds  of  London  as  a  brc 
at  the  age  of  18.  He  set  up  his  c 
business  in  1985. 

Yorke-Wade  first  gained  notori 
with  a  company  called  Victoria  Ini 
ance  Co.  In  1987,  he  helped  a  gr 
of  outside  investors  incorporate 
toria  in  Georgia.  By  the  end  of  1 
Victoria  was  in  receivership,  with 
estimated  $20  million  in  unpaid  clai 
A  1991  U.  S.  Senate  inquiry  into  Vi 
ria's  failure  found  that  the  compai 
$1.2  million  in  required  capital 
been  transferred  to  a  London  acco 
for  a  company  run  by  Yorke-W£ 
That  transaction  effectively  left 
toria  insolvent. 

"I  AlVI  BLACKLISTED."  Yorke-Wade 
tends  he  transferred  Victoria's  cap  f 
to  an  outside  firm  for  investment 
der  the  owTiers'  orders.  Yet  he  says 
failure  has  marked  him  for  hfe.  "I 
blacklisted  by  every  regulator  in 
world,"  he  says. 

The  slippery  nature  of  the  Vict( 
deal  is  echoed  today  in  the  operation 
Global  Insurance  Co.,  a  Uruguay -ba 
Yorke-Wade  chent  that  also  focused 
tough-to-insure  risks.  Agents  for  ( 
bal  sold  coverage  to  motel  owners 
taxicab  companies  in  at  least  five  sti 
despite  the  fact  that  the  company 
not  licensed  anywhere  in  the  U.  S.  Si  * 
Auuiist.  r.)'.)4,  four  of  these  states  h 
issued  orders  ban 
additional  Global  sa  1^ 

Insurance  age 
say  Global  has  paid  ^ 
many    claims.  ] 
within  the  past  yes  * 
mounting  number  " 
customers  have  foi 
it  impossible  to  coll  * 
Vandana  Sanghvi,  A 
came  to  the  U.  S.  fi 
India  in  1972,  hai  |: 
Global  policy  on  ^'^ 
Tuscaloosa  (Ala.)  i  K 
tel  when  a  fire  star  li» 
by    a    faulty  la 
caused    more    t)  'P 
$260,000  of  damaSj 
But  a  series  of  GIc  »f' 
agents  and  represi*' 


If 
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ives  told  her  they  had  no  authority  to 
y  on  the  claim.  So  last  January,  she 
)k  out  a  loan  and  paid  for  the  repairs 
rself,  largely  through  the  motel's  in- 
Tie.  "That  was  the  worst  year  of  our 
;,"  recalls  Sanghvi's  19-year-old  daugh- 
•,  Avani  Gandhi. 

Yorke-Wade  says  problems  surround- 
f  the  company's  unpaid  claims  in  the 
S.  are  the  result  of  shoddy  under- 
iting  by  Winmill  International  Inc., 
lich  acted  as  Global's  primary  repre- 
itative  in  North  America.  He  insists 
it  Global  received  less  than  $2  million 
the  roughly  $18  million  in  premiums 
id  to  Winmill  and  other  agents.  And 
says  he  was  only  hired  in  August, 
)4,  to  resolve  problems  at  Global, 
ich  has  ceased  writing  new  pohcies. 
nmill  officials  declined  to  comment. 
UT  DOWN.  Another  Uruguay-based 
rke-Wade  chent  is  Azteca  Insurances, 
ill  after  Yorke-Wade  began  handling 
Tiinistrative  services  for  the  company, 
agent  sold  insurance  to  a  California 
npany,  contending  that  Azteca  was 
;mpt  from  state  law  under  the  North 
lerican  Free  Trade  Agreement.  "I  al- 
st  got  there  with  the  nafta  thing," 
rs  Yorke-Wade  of  the  agent's  efforts, 
t  not  quite.  The  insurer  was  shut 
fm  in  three  states,  including  Califor- 
,  this  year  for  selling  workers'-com- 
isation  insurance  without  a  Ucense. 
rhree  other  Yorke-Wade  clients  have 
Ted  up  even  more  controversy.  Com- 
ints  of  unpaid  claims  in  the  U.K. 
irked  a  police  investigation  in  Bel- 
m  into  tkree  Brussels-based  compa- 
s,  Dai  Ichi  Kyoto  Reinsurance  Co. 
1  two  sister  reinsurers.  PoUce  raided 
companies'  offices  in  late  September, 
e  former  poUcyholder,  the  Formula 
acing  team  Jordan  Grand  Prix  Ltd., 
suing  Dai  Ichi  and  others  for  $2.5 
Hon.  The  team's  attorney  claims  that 
i  Ichi  owes  it  money  on  a  poUcy  that 
ked  in  income  based  on  how  it  fared 
competitive  rankings. 
Yorke-Wade  argues  that  as  a  reinsur- 
Dai  Ichi  has  no  direct  obligation  to 
Jordan  team.  He  says  that  any  prob- 
is  at  Dai  Ichi  and  its  sister  companies 
m  fi-om  problems  vdth  the  previous 
side  consultant.  The  reinsurers  are 
V  winding  down  their  business. 
Authorities  are  currently  trying  to 
"avel  the  activities  of  Yorke-Wade 
I  some  of  his  cUents  and,  they  hope, 
mtually  press  charges  against  the 
npanies.  For  now,  however,  Yorke- 
,de  will  likely  continue  helping  his 
mts  test  the  regulatory  bounds, 
"hatever  people  say  about  me,"  he 
s,  "I  know  the  rules."  That's  likely  to 
ip  regulators  busy  for  some  time. 
By  Amy  Barrett  in  Washington,  with 
ida  Bemier  in  Brussels  and  Tomoko 
;  'cahashi  in  Tokyo 


BANKS 


Joseph  Raditsele,  a  middle-aged  la- 
borer at  a  paint  company,  is  exactly 
the  sort  of  new  customer  First  Na- 
tional Bank  had  in  mind  when  it  opened 
a  branch  in  Soweto.  Raditsele  had  never 
had  a  bank  account  before  and  used  to 
keep  his  savings  under  his  mattress. 
Then,  he  began  to  fear  the  possibility  of 
burglai-y.  "The  money  will  be  safer  at 
the  bank,"  he  says. 

South  Africa's  big  banks  are  going  all 
out  to  woo  cUents  such  as  Raditsele.  It's 
not  that  the  market  is  lucrative.  But 
post-apartheid,  it's  up  to  banks  to  lead 
the  way  to  economic  independence  for 


A  BRAND-NEW  EXPERIENCE 
IN  THE  TOWNSHIPS:  BANKING 

Why  South  African  banks  are  wooing  black  customers 

around  Johannesburg.  Such  societies  pool 
their  savings  to  buy  groceries,  pay  for  fti- 
nerals,  and  even  build  houses.  Mokgohloa 
gets  those  savings  out  from  under  floor- 
boards and  into  interest-bearing  accounts. 

Security  remains  a  chief  concern  for 
the  banks  and  theu"  new  customers.  For 
that  reason,  nearly  all  the  new  banks  ai-e 
pioneering  microchip-embedded  debit 
cards.  Wary  of  carrying  large  amounts 
of  cash  in  the  crime-plagued  townships, 
account  holders  can  make  electronic  pay- 
ments for  everything  from  clothing  to 
food  with  their  cards,  which  automatical- 
ly keep  track  of  balances.  And  ultimately, 
"smart"  cards  will  save 
the  banks  money.  Costs 
are  lower  for  automated 
transactions,  and  unlike 
magnetic-strip  cards,  they 
bypass  a  bank's  mainframe 
system. 

BARE  BONES.  Banks  are 
also  looking  for  low-cost 
ways  to  handle  low-in- 
come customers.  Dispens- 
ing with  marble  counters 
and  investment  consul- 
tants, they  are  focusing 
instead  on  the  services 
their  new  clients  need. 
For  instance,  Nedcor's 
Peoples  Bank  branches  offer  only  pass- 
book-savings accounts  and  debit  cards 
that  allow  most  transactions  to  be  auto- 
mated. Checking  accounts,  credit  cai'ds, 
and  mutual  funds  aren't  available. 

Unlike  E  Bank  and  Peoples  Bank, 
First  National  Bank  hasn't  created  a  sep- 
arate brand  name  to  serve  low-income 
customers.  But  it  is  tailoring  its  services. 
Its  new  Soweto  branch  is  simply  a  corru- 
gated metal  shipping  container  with  a 
polished  wood  door,  an  atm,  and  a  single 
staffer  to  open  accounts. 

The  vast  difference  between  full-ser- 
vice banks  that  cater  to  whites  and  the 
bare-bones  facilities  for  new  black  cus- 
tomers has  attracted  criticism.  One  bank 
calls  the  gap  "condescending  apartheid 
stuff."  It  may  be  a  while  before  income, 
not  race,  determines  where  South  Afri- 
cans bank.  But  for  now,  just  inti"oducing 
the  black  populace  to  the  joys  of  com- 
pound interest  represents  progress. 

By  Drusilla  Menaker 
in  Johannesburg 


SOWETO  ATM:  An  un  tapped  market  of  10  million 


South  Africa's  black  majority.  "If  people 
don't  use  banks,  the  prospects  for  this 
country  aren't  very  good,"  says  Bob 
Tucker,  ceo  of  year-old  E  Bank,  which 
was  created  by  Standard  Bank  of  South 
Africa  Ltd.  to  help  fill  the  void. 

The  government  is  pressuring  the 
banks  to  be  agents  of  change.  In  recent 
bidding  for  the  coveted  banking  busi- 
ness of  South  Africa's  nine  new  provincial 
governments,  authorities  chose  the  win- 
ners in  good  part  based  on  their  com- 
mitment to  affiiTnative  action. 

The  marketing  challenge  is  formid- 
able. An  estimated  10  million  South  Afri- 
cans, mostly  poor  and  black,  have  no 
bank  accounts.  So  banks  ai-e  sending  out 
black  staffers  who  can  mai'ket  banking  as 
accessible,  even  fun.  Peoples  Bank  is  a 
unit  of  financial-services  giant  Nedcor 
Bank  Ltd.  that  has  been  repositioned  to 
serve  low-income  people  across  the  coun- 
try. It  hired  Mokela  Michael  Mokgohloa 
as  an  accounts  manager  to  change  the 
habits  of  neighborhood  savings  societies 
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You've  seen  performance  notebooks  with  this  fe 
Or  that  feature.  But  everything?  Well,  complete  only  1 
to  describe  the  Ascentia™  950N. 

First,  there's  the  120  MHz  Intel*  Pentium  processor.  ^- 


T  LASX  ALL  YOUR  FAVORITE  NOTEBOOK  FEATURES 
HAVfi^  BJEEN  BROUGHT  TOGETHER  UNDER  COVER. 


v'er  you  need  to  run  the  most  demanding  software.  screen,  in  active-matrix  TFT.  You'll  see  56%  more  of  your 
otebooks  are  great  for  memos.  This  one  is  capable  of       document,  which  cuts  down  on  panning  and  scrolling.  In  other 


ng  more  on  the  scale  of  War  and  Peace. 

e's  also  a  huge  11.8"  Super  VGA  800  x  600  resolution 


words,  you'll  get  the  complete  picture. 

Your  projects  will  sound  better,  too,  with  16-bit  Sound 
Blaster®  features  and  an  embedded  speaker  and  microphone. 
So  you  can  easily  take  a  track  off  that  new  CD  and  drop  in  a 
video  clip  for  impressive  multimedia  presentations. 

And  since  we  wouldn't  want  to  interrupt  the  flow  of  the 
next  great  American  novel  or  the  quarterly 
sales  report,  there's  a  long-lasting  Lithium 
Ion  battery.  Infrared  technology  for  wire- 
less printing  and  transferring  of  files? 
Got  that,  too. 

Even  the  3-year  worldwide  warranty*  comes  with  round- 
the-clock  telephone  support  and  our  ExeCare"^"  48-hour 
rapid  repair  service. 


O    C     E     S     S     O  R 


THE  COMPLETE  PENTIUM  NOTEBOOK 


Processor: 

120,  90  or  75  MHz  Pentium, 
256  KB  Level  2  Cache 

RAM: 

8  MB  expandable 
to  40  MB 

Screen; 

11.8"  (Diagonal) 
Super  VGA  800  x  600 
TFT  or  10.4"  (Diagonal) 
VGA  TFT 


Multimedia : 

Sound  Blaster  16-bit 

sound  system 

Hard  Drives  : 
500  MB,  800  MB 
or  1.2  GB 

Battery : 

Lithium  Ion,  for  up 
to  6  hours 

Weight: 
6.2  pounds 


For  more  information  on  the  Ascentia  950N's  abundant 
features  and  a  reseller  near  you,  call  800-876-4AST.  We  can 
even  fax  back  the  information.  Yes,  we've  thought  of  everything. 


AST. 
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Finance 


COMIVIENTARY 

Christopher  Farrell 

WHY  BONDS  SHOULD  GET  MORE  RESPECT 


Stocks.  Stocks.  The  stock  market, 
it  seems,  has  become  today's  an- 
swer to  almost  every  money 
problem.  Investing  in  your  401(k) 
plan?  Stocks  are  the  place  to  be.  Set- 
ting money  aside  for  medical  bills 
when  you  get  old?  Buy  and  hold 
stocks  for  sure-thing,  long-run  super- 
ior performance.  Saving  for  your 
kids'  college  tuition?  Again,  it's 
stocks.  Nobel  prizewinner  Paul  A. 
Samuelson  likes  to  call  the  equity  so- 
lution the  "New  Messiah." 

The  stock  story  appears  compel- 
hng.  With  time,  investing  in 
equities  isn't  as  risky  as  com- 
mon lore  holds,  while  the  re- 
wards are  immense.  Accord- 
ing to  numbers  compiled  by 
Ibbotson  Associates,  investing 
in  the  Standard  &  Poor's  500 
equity  index  yielded  an  annu- 
al compound  return  of  10.5%, 
vs.  5%  for  long-term  govern- 
ment bonds  since  1926.  Going 
back  too  far?  In  the  post 
World  War  II  era,  stocks  have 
outperformed  bonds  by  an  av- 
erage of  nearly  seven  percent- 
age points  a  year.  It's  little 
wonder  that  bonds  are  anath- 
ema to  many  investors  with 
long-term  horizons. 
VIOLENT  DROPS.  Yet  the  case 
for  equities  is  oversold,  while 
that  for  bonds  is  undersold. 
For  one  thing,  the  risks  involved  in 
the  ownership  of  stocks  are  often 
glossed  over.  Remember  when  the 
stock  market  fell  by  more  than  40% 
from  1972  to  1975?  Says  Peter  L. 
Berastein,  an  economist  and  fund  ad- 
viser to  endowments:  "Experience 
tells  you  that  the  probability  of  do- 
ing badly  is  small,  but  that  doesn't 
teU  you  how  bad  it  may  be  if  that 
small  probability  occurs."  Stock  mar- 
ket drops  tend  to  be  abrupt  and  vio- 
lent, quite  a  problem  for  anyone  re- 
tiring during  a  market  storm.  Yes, 
smart  long-term  investing  is  built  on 
an  equity  base.  But  it  makes  sense 
to  diversify  into  other  assets — espe- 
cially bonds. 

Bonds  are  the  Rodney  Danger- 
fields  of  long-term  investmg.  But  re- 
cent history  shows  that  they  deserve 
better.  Over  the  past  15  years,  long- 


term  government  bonds  have  re- 
turned 12%  and  the  s&P  500  16%,  ac- 
cording to  Ibbotson.  In  the  1990s, 
bond  returns  are  running  neck-and- 
neck  with  stocks — 11%  for  bonds  vs. 
12%  for  stocks.  And  there  is  a  sound 
reason  for  beUeving  that  bonds  could 
draw  even  with  stocks  over  the  next 
couple  of  years — the  continuing  good 
numbers  on  inflation. 

Indeed,  there  has  been  an  under- 
lying trend  since  the  late  1940s  for 
equity  and  bond  returns  to  move 
closer  together,  argues  Olivier  J. 


Blanchard,  economist  at  the  Massa- 
chusetts Institute  of  Technology,  in  a 
recent  paper.  The  long-term  tenden- 
cy toward  convergence  was  inter- 
rupted by  high  and  rising  inflation  in 
the  1970s,  since  inflation  erodes  the 
value  of  fixed-income  securities.  But 
convergence  has  resumed  as  inflation 
pressures  eased  during  the  late 
1980s  and  1990s. 

Certainly,  disinflation  has  put 
down  deep  roots  in  the  U.  S.  econo- 
my, pushing  bond  yields  sharply  low- 
er. "Bonds  yields  have  fallen  in  half 
from  the  early  1980s.  They  could  fall 
in  half  again  and  still  be  at  about  the 
country's  200-year  average  level," 
says  James  W.  Paulsen,  chief  invest- 
ment strategist  at  Investors  Manage- 
ment Group  Ltd.  in  Des  Moines. 
"Disinflation  took  bonds  from  14%  to 
7%,  and  no  inflation  might  take  them 


to  4%."  The  value  of  bonds  would 
then  soar — sweet  news  indeed  for 
bond  investors. 

The  inflation  trend  continues  to 
improve.  While  the  inflation  rate 
typically  accelerates  by  the  fifth 
year  of  an  expansion,  this  time  it 
continues  to  fall.  Labor  costs  remain 
remarkably  subdued.  The  employ- 
ment-cost index,  which  includes 
wages  and  benefits,  rose  by  a  mere 
2.7%  in  the  12  months  ending  in 
September,  the  smallest  yearly 
gain  since  the  index  was  compiled 
in  1981. 

The  fundamentals  suggest 
disinflation  is  here  to  stay. 
Tough  international  and  do- 
mestic competition  is  keeping 
a  lid  on  prices,  as  are  price- 
conscious  consumers.  Strong 
productivity  growth  means 
the  economy  can  grow  faster 
without  triggering  inflation. 
POTENT  COMBO.  The  Federal 
Reserve  Board  and  the  cen- 
tral bankers  of  most  other  in- 
dustrial nations  are  pursuing 
constrictive  monetary  policies.! 
Fiscal  policy  in  the  U.  S.  and 
elsewhere  in  the  industrial 
world  is  tight,  as  govern- 
ments struggle  to  reduce 
budget  deficits.  The  potent 
combination  of  tight  fiscal  and 
monetary  pohcies  means  that 
"we'll  have  quite  a  long  period  of  low 
interest  rates,"  says  Peter  Buomber- 
ger,  chief  economist  at  the  Union 
Bank  of  Switzerland. 

True,  the  bond  market  is  volatile. 
In  1994,  bonds  turned  in  their  worst 
performance  in  decades.  But  this 
year,  bonds  have  more  than  made  up 
those  losses,  putting  on  one  of  the 
best  showings  in  the  modem  era. 
And  bonds  should  continue  to  shine. ; 
The  30-year  Treasury  bond  could 
soon  take  a  run  at  its  record  low  of 
5.89%,  reached  two  years  ago.  Even 
that  low  rate  could  be  a  way  station 
rather  than  a  final  resting  place.  Eq- 
uities may  still  outperform  bonds 
over  time.  But  for  now,  it's  going  to 
be  one  heck  of  a  race. 

Farrell  is  an  economics  editor 
who  monitors  thefinuncial  markets. 
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You  feel  it  in  the  seat  that  wraps 
firmly  around  you.  You  see  it  in  the 
full  analog  gauges  and  ergonomic 
placement  of  the  controls  in  front  of 
you.  You  hear 
it  in  the  low 


Punch  This 


This  is  a  way  to  recognize  your 
grown-up  needs  and,  at  the  same 
time,  avoid  the  ordinary  offerings  of 
those  who  simply  manufacture 

"transportation.' 
Get  your  hands 


rumble  of  a  21  5-horsepower  dual 
overhead  cam  engine,  straining  at 
the  bit.  This  is  a  driver's  car.  The 
Pontiac®  Grand  Prix®  GTP  Coupe. 
This  is  personal  space  with  four-wheel 
independent  suspension  and  an  attitude. 


on  a  Grand  Prix.  And  find  a  great 
driver's  road.  Then  do  your  soul  a 
favor.. .PUNCH  THIS. 


For  more  information,  call  1-800-2PONTIAC. 

I  A  C 
PRIX 


PONTIAC  CARES  with  a  3-year/36,000- 
mile  no-deductible  bumper- to-bumpet 
limited  warranty,  plus  free  24-hour  Roadside 
Assistance  and  Courtesy  Transportation, 
See  your  dealer  for  details. 


fP  O  N  T 
GRAND 


WE  ARE  DP?IVING  EXCITEMENT 


USA 


OQp  Proud  Sponsor  of  the  1996  U.S.  Olympic  Team 


Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

SPARKS  FLY 
AT  REXEL 


Rexel  (rxl)  is  in  the  humdrum  busi- 
ness of  distributing  electrical  compo- 
nents— wire,  cable,  lighting  fixtures, 
and  circuit  breakers.  But  its  Big 
Board-listed  stock  sure  isn't  behaving 
in  a  humdrum  way.  Trading  at  7  a 
share  in  May,  the  stock  has  jumped 
like  a  live  wii-e  lately:  It's  now  at  near- 
ly 12  and  rising. 

Part  of  the  reason  is  that  big  inves- 
tors sniff  a  buyout  play  in  Rexel  Inc., 
formerly  known  as  Willcox  &  Gibbs. 

WIRED  FOR  A  POSSIBLE  BUYER 


A  DOLLARS 

DATA:  BLOOMBERG  FINANCIAL  MARKETS.  DEUTSCHE 
MORGAN  GflENFELLyCJ,  LAWRENCE  INC. 

A  French  outfit  called  Rexel  S.  A.,  a 
worldwide  supplier  of  electrical  equip- 
ment that  already  owns  44%  of  Rexel 
Inc.,  may  be  interested  in  acquiring 
the  rest:  French  Rexel  has  been  snap- 
ping up  shares.  In  May,  it  bought 
326,000  shares  at  an  average  price  of 
7'/  a  share — and  in  late  August,  an  ad- 
ditional 20,000  at  more  than  9.  "It's  al- 
ways a  positive  sign  when  beneficial 
owners  buy  more  shares  in  the  open 
market,"  says  Chai'les  LaLoggia,  editor 
of  Special  Situation  Report  in  Roches- 
ter, N.  Y.  On  Sept.  19,  Rexel  Inc.  an- 
nounced it  would  buy  back  as  much 
as  2  million  shares,  or  about  10%  of 
its  stock  outstanding. 

One  source  says  that  top  brass  at 
French  Rexel  has  expressed  a  desire  to 
buy  all  of  U.  S.  Rexel,  whose  value  one 
analyst  puts  at  20  a  share.  Rexel  Inc. 
declined  comment. 

The  French  outfit  amassed  its  big 
stake  in  U.  S.  Rexel  in  1992,  when 
Willcox  &  Gibbs  acquired  Southern 
Electric  Supply  fi'om  Rexel  S.  A.  In 
return,  French  Rexel  obtained  a  major 
stake  in  Rexel  Inc.  After  that,  the 
French  company  received  additional 


shares  of  U.  S.  Rexel  for  providing  the 
company  with  financing.  After  selling 
off  its  apparel  and  parts-distribution 
businesses  in  1994,  Willcox  became  a 
pure  play  in  electrical  supplies,  with' 
more  than  170  distribution  centers  in 
19  states. 

Analyst  Hany  Mortner  of  Deutsche 
Morgan  Grenfell/C.  J.  Lawrence  notes 
that  Rexel's  free  cash  flow  has  been 
mounting,  to  an  estimated  90(2  a  share 
this  year  and  $1.15  in  1996.  The  strong 
cash  flow  has  enabled  Rexel,  which  is 
expected  to  post  1995  revenues  of  $1.1 
billion,  to  cut  its  debt  to  just  $50  mil- 
lion— after  paying  off  $62  milhon  so 
far  this  year. 

THREE  HAWKS  ARE 
EYEING  JACKPOT 

Casino  stocks  haven't  been  on  a  win- 
ning streak  this  year — except  for  a 
few  that  are  deemed  takeover  bait. 
One  such  is  Jackpot  Enterprises  (j), 
some  investors  insist.  Jackpot's  appeal: 
It  has  cash — and  little  debt.  Analysts 
put  the  cash  hoard  at  $33  million,  or 
$3.50  a  share. 

"That's  part  of  what  has  been  catch- 
ing the  hawkish  eye  of  players  who 
want  to  get  into  the  Nevada  scene," 
says  Chuck  DiRocco,  editor  of  Gam- 
ing Today,  a  weekly  Las  Vegas  trade 
paper.  He  tliinks  Carl  Icahn,  Ron  Per- 
elman,  and  entertainment  mogul  Merv 
Griffin  are  on  the  prowl.  In  October,  an 
unknown  group  bought  a  block  of 
224,000  shares,  or  2.4%  of  Jackpot's 
shares  outstanding,  at  around  9.  The 
stock  is  now  at  IVA. 

Perelman  has  applied  for  a  Nevada 
gaming  license — on  top  of  the  gaming 
license  he  has  obtained  for  Atlantic 
City.  "His  application  notes  that  he 
wants  to  come  in  as  a  slots  operator," 
says  DiRocco,  but  that  doesn't  pre- 
clude other  casino  operations. 

Much  of  Jackpot's  cash  stash  comes 
from  operating  and  servicing  slot  ma- 
chines. Jackpot  nms  4,700  such  devices 
at  retail  outlets  throughout  Nevada. 
"These  slots  are  a  cash  cow,"  says  Di- 
Rocco. For  Griffin,  chaiiTnan  of  Griffin 
Gaming  &  Entertainment  (formerly 
Resorts  International),  Jackjjot  would 
be  a  good  fit,  analysts  say,  with  Merv 
Griffin's  Resorts  Casino  Hotel  in  Atlan- 
tic City.  Griffin  also  has  privately 
owned  hotels  in  Arizona,  California, 
Florida,  and  New  Mexico.  Jackpot 
owns  four  small  casinos. 

Two  things  could  happen  as  a  result 


of  Jackpot's  cash  flow,  says  one  big  i 
vestor:  Jackpot,  now  at  11!^  a  sha; 
and  likely  to  earn  84(2  in  the  year  en 
ing  June  30,  1996,  "will  either  be  a 
quired  at  18  to  20,  or  it  wifl  use  i 
cash  to  make  a  major  acquisition 
Icahn  and  Perelman  declined  commer 
Griffin's  spokesman  wasn't  available 


GAMING  LOnERY: 
JUST  THE  TICKET? 


With  lotteries  flourishing,  investme; 
adviser  Richard  Geist  is  bettii 
on  an  outfit  supplying  tickets  to  the 
operators:  Gaming  Lottery  (glccf). 
has  the  potential  of  becoming  one 
the  largest  gaming-supply  compani( 
in  North  America,"  says  Geist.  TI 
stock  hasn't  been  a  waflflower:  Durir 
the  summer  it  doubled,  from  4  to 
but  has  since  cooled  a  bit,  to  7!^.  Geii 
thinks  it  will  heat  up — and  more  ths 
double — in  a  year. 

What  will  propel  this  big  move?  TI 
company,  fonnerly  Laser  Friendly, 
believed  to  be  negotiating  for  two  con 
panies  in  the  same  business,  whic 
Geist  figui'es  would  kick  in  $150  millic 
in  revenues  and  an  extra  50(2  in  ean 
ings  for  the  year  ending  Jan.  30,  199' 
Without  the  acquisitions,  Geist  reel 
ons  Gaming  Lottery  will  post  revenu( 
of  $46  million  in  fiscal  1996  (endin 
Jan.  31,  1996)  and  $87  million  in  199 
He  sees  earnings 
of  370  a  share  in         NOT  JUST 
fiscal   1996   and      A  LUCKY  DRAW  , 
620  in  fiscal  1997. 

If,  however; 
the  two  compa- 
nies are  acquired, 
1997  will  be  a 
more  robust  year 
for  Gaming  Lot- 
tery: Geist  says 
revenues  will 
shoot  up  to  $237 
milhon  and  earn- 
ings to  $1.12  a 
share,  vs.  last 
year's  140  profit. 

In  the  mean- 
time, the  company  has  sigTied  a  fouj 
year,  $31.7  million  contract  with  Ont£ 
rio  Lottery  Corp.,  Canada's  largesi 
which  sells  $2  billion  worth  of  tickets 
year.  Even  without  the  acquisitioni 
says  Geist,  the  stock  is  undervalue 
compared  with  its  peers,  which  tra 
at  21  times  next  year's  estimated  e 
ings.  Gaming  Lottery's  p-e:  11.  "It 
very  strong  buy  at  this  level,"  he  say. 
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Total  multi-vendor  chaos  incompatible  protocols  inflexible  systems 


inaccessible  information  limited  scalability 


Network 


SunSoft,  we  have  a  complete  family  of  software  that  can  turn  your  biggest  problem  into  your  biggest  asset.  This  solution  starts 
T  the  Solaris'"  operating  environment,  the  open  network  computing  foundation  for  SPARC,  '  Intel,  and  soon,  PowerPC  In  all, 
jns  over  10,000  SPARC  solutions,  in  addition  to  Windows,  DOS,  and  Macintosh"  applications.  Solans  is  tightly  integrated  with 
stice'"  system  and  network  management  products,  for  easy,  cost-effective  enterprise  control.  Next,  add  SolarNet  "  software,  to 
meet,  administer,  and  integrate  your  PCs  into  the  enterprise.  And  finally,  add  SunSoft  Workshop' '  tools,  to  develop  and  deploy 

enterprise-class  applications.  All  these  SunSoft  products  combine  to  give 
you  a  network  that's  so  powerful  and  accessible,  ^» 
It  actually  becomes  a  computer.  Find  out  more. 

1-800-SUNSOFT,  prompt  #1,  or  http://www.sun.com/      the  network  is  the  computer- 


^SunSoft 


All  righls  reserved  Sun,  Sun  Microsyslem?,  IlieSun  Logo,  SunSotl,  (he  SunSoft  Logo,  Solans,  Solstice.  SolsfNet,  SunSolt  Work  Shop  and  The  Network  K  The  Computer  are  trademarks  or  legiMered  Hademsrksof  Sun  MuTAyilenv 
V  itgisteted  tiadematks  ot  SPARC  International,  Inc  in  the  United  Slates  and  other  countries  Products  beanng  SPARC  trademarks  are  based  upon  an  aichiiedure  devebped  by  Sun  Microsystems.  Inc  All  other  produqn  c 


Corporate  Scoreboard 


PROFITS:  REALITY 
PAYS  A  CALL 

At  11%,  earnings  growth  is  still  robust  but  far  short  of  last  year's  numbers 


IS 

  Of 

offs:  IBM  and  Computer  Associates  t(  tf 
merger-related  charges,  Texas  Utilit  a 
wi-ote  off  assets,  and  AT&T  and  MCI  sv 
lowed  big  restructuring  charges, 
gether,  those  five  one-time  charges 
$5  billion  from  total  U.  S.  corpor 
earnings;  add  them  back,  and  pro: 
would  have  growTi  21%. 


Is  the  fizz  finally  going  out  of  Corpo- 
rate America's  earnings  paily?  After 
18  ebullient  quarters,  profit  gains 
are  retiuTiing  to  eaith.  Although  the 
economy's  surprisingly  strong  third 
quarter  pushed  profits  up  again,  the 
rate  of  improvement  is  clearly  slowing. 
Earnings  for  the  9()0  companies  on  busi- 


ness week's  Corporate  Scoreboard  rose 
11%,  to  $72  billion,  from  $65  billion  a 
year  ago.  That's  well  down  from  last 
quarter's  19% — and  anemic  compared 
with  the  45%  in  1994's  third  quarter. 

Still,  the  news  isn't  as  bad  as  it 
seems.  Much  of  the  quarter's  profits  ero- 
sion stemmed  fi'om  a  few  large  wiite- 


Winners  and  Losers  in  Third-Quarter  Profits 


THE  INDUSTRIES 


THE  LEADERS 


THE  UGGARDS 


WHO  MADE  THE  MOST 


THE  COMPANIES 

mmsmm 


PERCENTAGE  CHANGE  FROM 
1994's  THIRD  QUARTER 


PERCENTAGE  CHANGE  FROM 
1994'$  THIRD  QUARTER 


MILLIONS  OF 
DOLLARS 


MILLIONS  OF 
DOLURS 


CONSTRUCTION  &  ENG. 

821% 

GLASS  CONTAINERS 

LOSS 

GENERAL  ELECTRIC 

$1,610 

FOREST  PRODUCTS 

476 

TELECOMMUNICATIONS  - 

-74% 

EXXON 

1,500 

PAPER  CONTAINERS 

363 

PUBLISHING 

-58 

PHILIP  MORRIS 

1,433 

ALUMINUM 

280 

CARS  &  TRUCKS 

-39 

INTEL 

931 

PAPER 

176 

COMPUTERS  &  PERIPHERALS 

-38 

PROCTER  &  GAMBLE* 

896 

AIRLINES 

106 

APPLIANCES 

-37 

CITICORP 

877 

GAS  UTILITIES 

69 

COMPUTER  SOFTWARE 

-33 

MERCK 

862 

ELECTRICAL  PRODUCTS 

68 

TEXTILES 

-29 

COCA-COLA 

802 

SEMICONDUCTORS 

49 

RETAILING 

-27 

MOBIL 

786 

FINANCIAL  SERVICES 

45 

TRUCKING  &  SHIPPING 

-22 

DUPONT 

769 

CHEMICALS 

44 

PERSONAL  CARE 

-19 

BANKAMERICA 

704 

INSURANCE 

38 

HOTEL  &  MOTEL 

-8 

GTE 

695 

INSTRUMENTS 

38 

BUSINESS  MACHINES  &  SVCS.  -7 

BRISTOL-MYERS  SQUIBB 

690 

INDUSTRIAL  DISTRIBUTION 

37 

MACHINE  &  HAND  TOOLS 

-7 

GENERAL  MOTORS 

642 

BANKS-WEST  &  SOUTHWEST  35 

FOOD  DISTRIBUTION 

-6 

WAL-MART  STORES** 

634 

ALL-INDUSTRY  AVERAGE:  -i-ll% 

OAIfl  STANDARD  i 


*FISCAL  FIRST  QUARTER 


COMPUTER  ASSOC.** 
IBM 

TEXAS  UTILITIES 
BURLINGTON  RESOURCES 
COLGATE-PALMOLIVE 
TIMES  MIRROR 
MCI  COMMUNICATIONS 
TRANS  WORLD  AIRLINES 
CYPRUS  AMAX  MINERALS 
BORDERS  GROUP** 
MUSICLAND  STORES 
KERR-McGEE 
AMERADA  HESS 
TIME  WARNER 
FEDERATED  DEPT.  STORES** 

FISCAL  SECOND  QUARTER 


POOR'S  COMPUSTAT,  A  DIVISION  OF  THE  McGRAW-HILL  COMPANIES 
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Moreover,  many  companies  chalked 
'ar  better  earnings  than  anticipat- 
rhanks  to  strong  housing  starts  and 
i  sales,  soaring  exports,  and  a  big 
p  in  government  spending,  real 
,s  domestic  product  was  surprising- 
)bust.  It  hit  4.2%  for  the  third  quar- 
up  from  1.7%  in  the  second.  Just  as 
)rtant,  the  increase  didn't  stem  from 
ntory  buildup,  which  fueled  growth 
■J  in  the  year.  Instead,  inventory  ac- 
ulation  flattened  out  as  final  sales 
usinesses  and  consumers  rose.  "The 
lomy  got  a  second  wind  in  the  third 
ler,"  says  Maureen  F.  Allyn,  chief 
lomist  at  Scudder,  Stevens  &  Clark 
In  all,  sales  for  the  900  companies 

10%,  to  $1.2  trillion, 
ut  maintaining  the  momentum  will 
re  increasingly  tough.  Most  econo- 
-s  expect  GDP  growth  to  come  in 
md  2.7%  this  year  aftei'  barreling 
id  at  4.1%  in  1994.  For  1996,  it 
lid  fall  between  2.5%  and  3%. 
;d  consumer.  Although  the  weak 
ir  continues  to  fuel  strong  foreign 
5  for  companies  such  as  Bristol-My- 
Squibb  Co.  and  McDonald's  Corp., 
'er  U.  S.  growth  will  likely  mean 
mer  profits.  Rising  real  wages  could 
hurt:  Hourly  wages  were  up  0.4% 
~  last  year's  third  quarter,  the 
;est  jump  in  nine  years.  Another 
ry:  weak  consumer  spending.  "The 
key  is  the  consumer,"  says  A.  Gary 
ling,  who  runs  an  economic  consult- 
firm  in  Springfield,  N.J.  "He  is  pret- 
vell  exhausted  because  of  heavy 

restructuring,  and  layoffs."  Indeed, 
I  consumers  often  refusing  to  buy 
is  unless  they  are  on  sale,  many 
panies  cannot  raise  prices.  That's 
idy  nicking  at  profit  margins.  In  the 
\  quarter,  margins  hit  6.1%,  down 
1  6.5%  in  1995's  fii"st  quarter, 
mong  the  Top  25  earners  in  this 
i:er's  Scoreboard,  General  Electric 
leapfrogged  General  Motors  Corp.  to 
tin  the  No.  1  spot.  Earnings  for  the 
pany  were  up  11%,  to  $1.61  bilhon, 
1  $1.46  bilHon  last  year.  Sales  were 
19%,  to  $17  bilhon.  The  gains  came 


thanks  to  a  big  rise  in  sports  advertising 
at  NBC  Inc.,  strong  growth,  and  cost- 
cutting  in  ge's  plastics  and  aircraft  en- 
gines businesses,  as  well  as  from  surg- 
ing insurance  profits. 

Elsewhere,  though,  performance  was 
mixed.  Although  strong  August  sales 
allowed  the  auto  industry  to  rack  up 
its  biggest  volume  month  in  almost  a 
year  and  a  half,  heavy  rebates  dented 
profitability  on  those  sales.  And  costly 
new  model  launches  took  a  big  toll  on 
both  Ford  Motor  Co.  and  Chrysler 
Corp.  Ford's  profits  plummeted  68%,  to 
$357  million,  because  of  the  expense  of 
introducing  the  new  Taurus  and  the  F- 
Series  pickup  truck.  Chrysler's  earnings 
fell  46%,  to  $354  million,  as  it  launched  a 
restyled  minivan.  Only  gm,  which  bene- 
fited from  an  unusually  low  1.2%  tax 
rate,  saw  earnings  rise,  gm's  profits  rose 
16%,  to  $642  miUion. 


Uii  Wall  Street,  many  firms  reported 
higher  earnings  on  the  strength  of 
heavy  trading  volumes  and  surging  in- 
vestment banking  revenues.  Leading 
the  parade  was  Salomon  Inc.,  which  re- 
ported income  of  $268  million,  up  from  a 
loss  of  $104  miUion  a  year  ago. 
CUTTING  COSTS.  Computer  and  software 
makers  also  continued  their  earnings 
surge.  Microsoft  Corp.  profits  soared 
58%,  to  $499  million,  on  strong  sales  of 
Windows  95.  And  at  Digital  Equipment 
Corp.,  income  hit  $48  miUion  after  last 
year's  loss  of  $195  million.  Strong  sales 
of  its  Alpha  computer  network  servers 
and  cost-cutting  helped. 

Tlie  big  exceptions  were  IBM  and  Ap- 
ple Computer  Inc.  Big  Blue  posted  a  net 
loss  of  $538  million,  after  a  $1.8  billion 
charge  for  its  acquisition  of  software  mak- 
er Lotus  Development  Coip.  But  despite 
the  loss,  gi'owth  in  services  and  software 


A  Spotlight  on  Third-Quarter  Profits 


AFTERTAX  PROFITS 
QUARTER  BY  QUARTER 

PERCENT  CHANGE  FROM 
SAME  PERIOD  OF  PRECEDING 
75  _    YEAR.  ALL  INDUSTRIES 


BREAKING  DOWN 
THE  LATEST  QUARTER 

AS  REPORTED;  +  11% 

^„  WITHOUT  IBM;  +13% 

bU  " 


INDUSTRIES  WITH  THE  BIGGEST 
DOLLAR  CHANGE  IN  THE  QUARTER 


45- 


30- 


1 2-MONTH 
MOVING 
AVERAGE 


4 


\ 
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What  a  confusing  quarter.  The 
10%  jump  in  revenues  nearly 
matched  the  strong  growth 
seen  in  the  previous  two 
quarters,  but  the  11%  gain  in 
profits  looked  anemic  compar- 
ed with  the  45%  hike  recorded 
in  1994's  third  quarter  Still,  a 
few  large  write-offs  accounted 
for  much  of  this  quarter's  profit 
erosion:  IBM  and  Computer 
Associates  took  merger-related 
charges,  Texas  Utilities  wrote 
off  assets,  and  AT&T  and 
MCI  had  big  restructuring 
charges.  Those  charges 
alone  slashed  $5  billion 
from  corporate  earnings 
for  the  quarter;  add 
them  back  in,  and 
earnings  would  have 
grown  21%. 
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ABILUONSOF  DOLLARS 
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Corporate  Scoreboard 


Wall  Street  turned  in  a  strong  performance, 
with  Salomon  leading  the  parade 


continues  to  fuel  IBM's  recovery.  Apple 
saw  income  fall  48%,  to  $60  million,  as  it 
stniggled  with  snafus  and  was  forced  to 
cut  pnces  to  keep  market  share. 

In  telecommunications,  too,  the  third 
quarter  proved  difficult,  at&t  reported 
third-quarter  income  of  just  .$262  million, 
a  75%  slide  from  last  year.  The  drop 
reflected  a  one-time  charge  for  restruc- 
turing at  its  troubled  computer  opera- 
tion. Long-distance  rival  MCi  also  took  a 
pretax  i-estnictiuing  charge  of  $831  mil- 


lion to  streamline  operations  in  the  face 
of  stiff  competition.  The  charges  result- 
ed in  a  net  loss  of  $240  million. 

Retailei-s  also  sang  the  blues,  and  with 
them,  apparel  maker's.  "Consumers  did 
not  respond  to  fall  fashions  oi'  back-to- 
school  sales  with  any  vengeance,"  says 
retail  consultant  Alan  Millstein.  Wary 
shoppers  took  a  toll  on  AnnTaylor,  VF, 
and  Fruit  of  the  Loom.  Finicky  con- 
simiei's  also  shimned  specialty  chains  and 
off-piice  retailers  such  as  Toys  'R'  Us 


Inc.  and  Woolworth  Corp.,  although  '\ 
Mart  Stoi'es  Inc.,  which  is  still  expanc 
rapidly,  chalked  up  profits  of  $634  mil 
a  12%  gain.  With  high  levels  of  debt 
the  tlireat  of  economic  slowdown  si 
owing  many  households,  quite  a  few  c 
panies  could  use  a  dose  of  Wal-Ms 
for-mula — low  prices  and  gr-eat  operai 
efficiencies — to  propel  corporate  pn 
for^war-d  next  quarter 

By  Sunita  Wadekar  BImrg 
in  New  I 


A  CAPITAL-GAINS  CUT  MIGHT  KEEP  THE  ECONOMY  COOKING 


CONSUMER  DEBT  HITS 
AN  ALL-TIME  HIGH 


INSTALLMENT 
DEBT  AS  A 
PERCENT  OF 
DISPOSABLE 
INCOME* 


Over  the  past  several  year-s,  Cor- 
por-ate  America's  heavy  spending 
on  computers,  machine  tools,  and 
other  labor-saver's  has  provided  much 
of  the  fuel  for  economic  expansion. 
But  with  gr*owth  in  capital  spending 
expected  to  fall  off  next  year,  con- 
cerns ar-e  gr'owing  about  whether 
consumers  will  be  able  to  pick  up 
enough  spending  slack  to  keep  the 
U.S.  economy — and 
corpor-ate  profits — 
humming. 

Those  worries  in- 
tensified late  in  Octo- 
ber, after  Sacr-amen- 
to's  The  Money  Store 
Inc. — which  provides 
mortgage  loans  to 
borrowers  with  poor 
cr-edit  histories — r-e- 
ported  a  sharp  rise  in 
delinquencies  on 
loans.  Already,  con- 
sumer installment 
credit,  which  doesn't 
include  auto  leasing 
or  home-equity  loans, 
has  shot  up  30%  in  the  past  two 
year's.  Add  in  automobile  leases,  and 
consumer  debt  now  tops  20%  of  dis- 
posable income,  a  record  (chart). 
"The  consumer  is  5)r-etty  str-etched, 
and  it  wouldn't  take  much  more  to 
convince  them  to  slow  their  spend- 
ing," says  Douglas  Lee,  chief  econo- 
mist at  HSBC  Washington  Analysis. 

Rising  debt  appears  to  be  taking  a 
toll.  After  gr-owing  3.4%  in  199.5's 
second  quarter,  consumer  spending 
increased  just  2.9%  last  quarter. 


0.' 


92     '93  '94 


90  '91 

▲  PERCENT  ES^ 
'Includes  auto-lease  payments 

DATA  HSBC  WASHINGTON  ANALYSIS 


Economist  Daniel  Bachman  of  wefa 
Group  in  Bala  Cynwyd,  Pa.,  believes 
it  will  gr'ow  2.6%  in  the  fourth  quar- 
ter*— well  down  ft'om  the  r-ed-hot 
5.1%  seen  at  the  end  of  1994 — before 
levehng  out  at  just  2.3%  for  full-year 
1996.  But  some  economists  believe 
there's  a  wild  card  in  the  deck  that 
could  give  a  short-ter-m  kick  to  con- 
sumer spending:  a  cut  in  the  capital- 
gains  tax  rate. 

The  White  House 
and  congressional  Re- 
publicans r'emain  bit- 
terly divided  over  bud- 
get priorities.  But  the 
Clinton  Administration 
appears  willing  to  ac- 
cept some  cut  in  the 
effective  28%  effective 
top  rate  on  capital 
gains,  although  per- 
haps not  to  the  20% 
level  the  GOP  has  pro- 
posed. Wlrat's  more, 
the  Administration 
may  try  to  ensur'e  that 
most  of  the  benefits  go 
to  middle-class  taxpayer's.  Any 
change  probably  won't  take  effect 
until  December  or  January,  1996. 

But  that  could  give  the  economy 
some  juice  just  when  it  needs  it. 
Economist  David  Hale  of  Kemper  Fi- 
nancial Services  Inc.  argues  that  a 
capital-gains  cut  could  pr-ompt  share- 
holders to  cash  in  some  of  the  paper 
profits  earned  in  the  market's  25% 
rxinup  since  January — a  r-ally  that 
has  boosted  household  wealth  by 
more  than  $1  trillion.  After  a  similar- 


capital-gains  tax  cut  in  1982,  tax  i  t 
ceipts  ft'om  the  sale  of  stocks,  bonds 
and  other  assets  soared  to  $763  bil- 
lion fi'om  1983  to  1986— double  tht^ 
revenues  generated  during  the  pre\  i 
ous  five  years.  "It  would  provide  a 
positive  shock  to  the  economy,"  says 
Hale.  And  Norwest  Corp.  economist 
Sung  Won  Sohn  adds  that  a  cut 
would  be  particularly  good  for  mak- 
er's and  merchants  of  such  big-ticket 
items  as  autos,  ftir-niture,  and 
dur'able  goods. 

CHRISTMAS  GOOSE?  The  conventiona 
wisdom  holds  that  most  of  the  wind- 
fall ft'om  a  lower  gains  rate  would  b( 
enjoyed  by  the  wealthiest  Ameri- 
cans, who  hold  a  dispr'oportionate 
shar"e  of  stocks.  But  the  boom  in  mu- 
tual funds  and  contributory  pension 
plans  means  that  the  middle  class 
holds  far-  more  equities  than  in  the 
past.  Today,  more  than  a  quarter  of 
all  U.  S.  households  own  shares  in 
mutual  funds,  up  fi-om  just  6%  in 
1980. 

A  cut  in  capital-gains  taxes  could 
also  help  push  the  market  higher.  So 
even  if  middle-class  families  don't 
cash  out,  economists  beheve  that 
many  will  respond  to  an  increase  in 
the  value  of  their  assets  by  hiking 
spending.  Between  the  direct  effect 
of  realized  capital  gains  and  the  psy- 
chological boost  from  r'ising  assets, 
consumers  may  be  mor-e  cheer-ful 
than  most  pundits  pr-oject.  And  that 
could  be  good  news  for  an  economy 
in  need  of  a  jump  start  early  next 
year. 

By  Dean  Foust  in  Washingtot 
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)ssary 

ES:  Includes  all  sales  and 
!r  operating  revenues.  For 
ks,  includes  all  operating 
nues. 

iFITS:  Net  income  before 
aordinary  items.  For  banks, 


profits  are  net  mcome  after 
security  gains  or  losses. 
MARGINS:  Net  income  from 
continuing  operations  before 
extraordmary  items  as  percent 
of  sales. 

RETURN  ON  COMMON  EQUITY: 

Ratio  of  net  income  available 


for  common  stockholders  (most 
recent  12  montfis)  to  latest 
available  common  equity, 
which  includes  common  stock, 
capital  surplus,  and  retained 
earnings. 

PRICE-EARNINGS  RATIO:  Based 
on  Oct.  20,  1995,  common- 


stock  price  and  corporate  earn- 
ings from  continuing  operations 
before  extraordinary  items  for 
most  recent  12-month  period. 
EARNINGS  PER  SHARE:  For 
most  recent  12-month  period. 
Includes  all  common-stock 
equivalents. 


>MPANY  SALES  PROFITS 


3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

ENDING 

RATIO 

PER 

$MIL. 

% 

$MIL 

% 

$MIL, 

% 

$MIL 

% 

% 

% 

9-30 

10-20 

SHARE 

L-INDUSTRY  COMPOSITE 

1186308.0 

10 

3500062.0 

12 

71998.2 

11 

218837.8 

22 

6.1 

6.1 

17.0 

17 

2.64 

AEROSPACE  &  DEFENSE 

DUSTRY  COMPOSITE 

22467.6 

-3 

70128.1 

1 

1093.5 

18 

2127.3 

-24 

4.9 

4.0 

10.3 

24 

2.82 

EING 

4381.0 

-13 

14976.0 

-11 

225.0 

22 

175.0 

-75 

5.1 

3,7 

3.5 

68 

0.97 

NCORP  (1) 

431,4 

15 

1321.4 

6 

8.0 

25 

31.3 

80 

1.9 

1,7 

2.8 

NM 

0.01 

KERAL  DYNAMICS 

718.0 

1 

2174.0 

-7 

62.0 

15 

183.0 

11 

8.6 

7,6 

17.1 

15 

3.81 

:kheed  martin 

5550.0 

-3 

16801.0 

3 

287,0 

13 

371.0 

-53 

5,2 

4,5 

11.1 

22 

3.21 

DONNELL  DOUGLAS 

3346.0 

-3 

10601.0 

10 

192,0 

19 

520.0 

20 

5,7 

4,7 

17,1 

14 

5.95 

RTHROP  GRUMMAN 

1630.0 

-15 

5006.0 

4 

61,0 

56 

194.0 

24 

3,7 

2,0 

5.3 

40 

1.48 

HR  (5) 

182.3 

-19 

612,8 

-10 

1.3 

150 

7.1 

NM 

0,7 

0,2 

4.8 

33 

0.47 

NDSTRAND 

355.0 

5 

1078,0 

8 

34.0 

43 

43.0 

-29 

9,6 

7,0 

16.8 

26 

2.44 

lOKOL  (6) 

222.9 

-6 

723.0 

-8 

13.2 

-8 

39.9 

-13 

5,9 

6,0 

12.7 

13 

2.73 

ITED  TECHNOLOGIES 

5651.0** 

9 

16835.0 

8 

210.0 

12 

563.0 

34 

3.7 

3.6 

17.9 

16 

5.54 

AUTOMOTIVE 

DUSTRY  COMPOSITE 

96601.6 

6 

314095.8 

9 

1994.6 

-32 

11701.3 

-4 

2.1 

3.2 

22.5 

8 

4.86 

1  CARS  &  TRUCKS 

:OUP  COMPOSITE 

83139.9 

5 

272493.1 

9 

1460.7 

-39 

9922.2 

-6 

1.8 

3.0 

22.8 

7 

5.58 

RYSLER 

11542.0 

2 

36812.0 

0 

354.0 

-46 

1081.0 

-58 

3.1 

5.8 

21.0 

9 

6.02 

?D  MOTOR 

31418.0 

3 

102590,0 

8 

357.0 

-63 

3479.0 

-7 

1,1 

3.7 

18,9 

7 

4.61 

NERAL  MOTORS 

37462.9** 

9 

124894.0 

11 

642.4 

16 

5066.5 

24 

1.7 

1.6 

28,4 

6 

7.06 

VISTAR  INTERNATIONAL  (2) 

1505.0 

21 

4533.0 

20 

39.0 

95 

108.0 

83 

2.5 

1.6 

18,2 

6 

1.66 

CCAR 

1212.1 

4 

3664.2 

10 

68.3 

28 

187.7 

27 

5.6 

4.6 

19,3 

7 

6,30 

1  PARTS  &  EQUIPMENT 

:OUP  COMPOSITE 

9776.7 

13 

30586.8 

18 

349.3 

-1 

1235.5 

14 

3.6 

4.1 

21.7 

11 

2.74 

VIN  INDUSTRIES 

485.0 

7 

1542.1 

13 

2.7 

-73 

10.5 

-64 

0,6 

2.2 

-9.1 

NM 

-1,60 

RG-WARNER  AUTOMOTIVE 

298.5 

5 

982.3 

11 

13.2 

10 

51.8 

16 

4,4 

4.2 

12.9 

9 

3,05 

MMINS  ENGINE 

1219.0 

6 

3914.0 

13 

46.0 

-26 

182.0 

0 

3.8 

5.4 

22.1 

6 

6,15 

NA 

1727.1** 

7 

5620.3 

14 

60.9 

15 

209.2 

24 

3.5 

3.3 

25.7 

10 

2.67 

TROIT  DIESEL 

493.6 

18 

1576.7 

27 

10.9 

25 

35.6 

37 

2.2 

2.1 

14.7 

10 

1.85 

NALDSON  (5) 

184.2 

14 

539.8 

20 

9.9 

17 

29.0 

19 

5.4 

5.2 

18,0 

17 

1.45 

SLE-PICHER  INDUSTRIES  (1) 

210.7 

13 

633.7 

13 

23.4 

99 

53.2 

42 

11.1 

6.3 

NM 

0 

5,85 

roN 

1672.0 

9 

5161.0 

16 

91.0 

8 

309.0 

27 

5.4 

5.5 

21,4 

10 

5.12 

HUN  (4) 

724.1 

16 

2117.3 

22 

45.9 

27 

122.6 

26 

6.3 

5.8 

17,7 

13 

2.60 

)ERAL-MOGUL 

480.2 

8 

1510.8 

9 

11.0 

-32 

39,4 

-24 

2.3 

3.6 

8.0 

16 

1.21 

\R  SEATING 

1080.6 

55 

3266.7 

48 

11.1 

76 

57,0 

68 

1.0 

0.9 

33.6 

19 

1.65 

IDINE  MFG.  (9) 

254,3 

15 

735.8 

18 

16,7 

0 

52.1 

22 

6.6 

7.6 

21.0 

12 

2.27 

IITH  (A.O.) 

354,4 

7 

1147.2 

12 

7.5 

-26 

45.8 

5 

2.1 

3.0 

17.0 

8 

2.84 

UNDARD  MOTOR  PRODUCTS 

178,3 

6 

522.0 

4 

3.1 

-60 

15.3 

-18 

1.8 

4,6 

9,8 

11 

1.55 

UNDARD  PRODUCTS  (6) 

238,8 

8 

770.0 

11 

-9,8 

NM 

2,1 

-92 

NM 

1,3 

2.8 

35 

0.45 

iBASH  NATIONAL 

176.1 

19 

547.2 

36 

5,8 

-9 

20,8 

20 

3.3 

4.3 

16.3 

19 

1.45 

I  TIRE  &  RUBBER 

!OUP  COMPOSITE 

3685.0 

5 

11015.8 

9 

184.5 

-1 

543.5 

5 

5.0 

5.3 

19.1 

11 

3.05 

OPER  TIRE  &  RUBBER 

375,0 

-2 

1111.7 

7 

27,0 

-24 

78,9 

-12 

7,2 

9.2 

16,8 

17 

1.41 

ODYEAR  TIRE  &  RUBBER 

3310.0 

6 

9904.1 

9 

157.5 

4 

464.6 

8 

4,8 

4.9 

19.6 

10 

3.96 

Third  quarter  ended  Aug.  3L  (2)  Third  quarter  ended  July  31.  (3)  Fourth  quarter  and  most  recent  six  months  ended  Sept.  30.  (4)  Fourth  quarter  and  most  recent  six  months  ended  Aug,  31.  (5)  Fourth  quarter  and  most 
;nt  SIX  months  ended  July  31.  (5)  First  quarter  and  most  recent  six  months  ended  Sept-  30.  (7)  First  quarter  and  most  recent  six  months  ended  Aug.  31.  (8)  First  quarter  and  most  recent  six  months  ended  July  31.  (9) 
end  quarter  and  most  recent  Six  months  ended  Sept.  30,  (10)  Second  quarter  and  most  recent  six  months  ended  Aug.  31.  (11)  Second  quarter  and  most  recent  six  months  ended  July  31.  ""Sales  include  excise  taxes,  **Sales 
ude  other  income.  '■"Sales  include  excise  taxes  and  other  income.  tRevenues  from  major  subsidiaries  not  included  in  consolidated  sales.  Earnings  per  share  are  for  latest  12  months,  not  necessarily  for  end  of  most  recent 
dlyear;  they  include  all  common-stock  equivalents  but  exclude  extraordinary  items.  NA  =  not  available.  NM  =  not  meaningful.    DATA:  STANDARD  &  POOR'S  COMPUSTAT.  A  DIVISION  OF  THE  McGRAW-HlLL  COMPANIES. 
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COMPANY 
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PROFITS 


MARGINS 


3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE- 

m\ 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARI 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

ENDING 

RATIO 

P 

$MIL 

% 

SMIL 

% 

SMIL 

% 

SMIL 

% 

% 

% 

9-30 

10-20 

SH 

3  BANKS 

INDUSTRY  COMPOSITE 

63332.5 

16 

184894.6 

15 

8506.8 

13 

23460.3 

7 

13.4 

13.8 

15.6 

12 

4. 

(A)  BANKS  -  EAST 

GROUP  COMPOSITE 

29992.5 

13 

88177.6 

9 

3735.5 

6 

10077.0 

1 

12.5 

13.3 

15.0 

12 

4. 

BANK  OF  BOSTON 

1361.7" 

6 

4027.7 

23 

139.9 

13 

398.6 

27 

10.3 

9.6 

16.4 

11 

4. 

BANK  OF  NEW  YORK 

1234.0 

15 

3750.0 

27 

234.0 

21 

673.0 

23 

19.0 

18.1 

18.6 

10 

4. 

BANKERS  TRUST  NEW  YORK 

1882.0 

21 

5448.0 

14 

155.0 

-8 

89.0 

-83 

8.2 

10.8 

3.8 

35 

1. 

BAYBANKS 

264.3'* 

17 

755.0 

19 

34.7 

20 

99.6 

28 

13.1 

12.9 

15.5 

12 

6. 

CHASE  MANHAHAN 

2791.0** 

10 

8364.0 

-2 

283.0 

'1 

825.0 

-15 

10.1 

12.1 

13.0 

12 

5. 

CHEMICAL  BANKING 

3810.0** 

16 

11074.0 

18 

477.0 

9 

1315.0 

18 

12.5 

13.3 

13.8 

11 

5. 

CITICORP 

7063.0 

11 

20898.0 

-6 

877.0 

-2 

2559.0 

8 

12.4 

14.1 

20.8 

9 

7. 

FIRST  FIDELITY  BANCORPORATION 

687.4** 

-1 

2063.8 

11 

125.6 

9 

353.8 

5 

18.3 

16.6 

16.5 

13 

5. 

FLEET  FINANCIAL  GROUP 

1284.5** 

14 

3747.0 

14 

177.4 

8 

513.7 

15 

13.8 

14.5 

17.5 

10 

4. 

INTEGRA  FINANCIAL 

316.7** 

16 

919.0 

12 

39.8 

-4 

120.0 

-8 

12.6 

1 5. 1 

15.1 

13 

4. 

MBNA 

688.7** 

40 

1847.2 

41 

97.3 

32 

242.9 

32 

14.1 

15.0 

32.6 

18 

2. 

MELLON  BANK 

814.0** 

5 

2392.0 

2 

175.0 

124 

517.0 

32 

21.5 

10.1 

13J 

15 

i. 

MtKIUiAN  oAnLUnr 

342.0 

9 

1023.0 

1 5 

54.4 

48 

121.5 

3 

-  -  -  -  - 

1 5.9 

11.6 

-  -  -  -  -  - 

13.4 

_  _  _  

16 

■ 

2. 

Mini  AMTir 

286.4 

13 

836.9 

1 5 

61.1 

-20 

170.8 

-15 

21.3 

30.2 

17.4 

12 

4. 

MORGAN  (J.  P.) 

3495.0 

15 

10199.0 

15 

360.0 

10 

930.0 

-9 

10.3 

10.7 

11.7 

14 

5. 

PNC  BANK 

1326.8** 

7 

3895.6 

10 

149.0 

-21 

411.7 

-29 

11.2 

15.2 

9.9 

15 

1. 

DCDIIDI  IP  UCU/  VnDV 

709.8 

9 

2 1 24.3 

1 5 

95.2 

4 

1 93.8 

-23 

13.4 

--  - -  - 

14.0 

12.0 

1 3 

■ 

4. 

CU  AUf  KJII  IT  MATinUAl 

688.6 

21 

2052.8 

25 

91.4 

7 

236.7 

64 

13.3 

1 5.0 

13.4 

14 

2. 

STATE  STREET  BOSTON 

625.1** 

26 

1812.4 

28 

64.6 

17 

181.6 

1 1 

10.3 

11.1 

15.7 

15 

2. 

UJB  FINANCIAL 

321.6** 

11 

948.2 

16 

44.0 

14 

124.4 

30 

13.7 

13.3 

13.8 

12 

2. 

(B)  BANKS  -  MIDWEST 

GROUP  COMPOSITE 

14276.3 

18 

41500.9 

20 

2052.2 

13 

5762.6 

5 

14.4 

15.0 

15.8 

12 

3. 

BANC  ONE 

2258.8** 

9 

6641.7 

11 

331.0 

17 

941.0 

0 

14.7 

13.7 

13.0 

15 

2. 

BOATMEN'S  BANCSHARES 

756.3** 

14 

2227.3 

15 

110.5 

8 

305.1 

1 

14.6 

15.3 

14.3 

12 

3. 

COMERICA 

726.0 

21 

2134.3 

26 

105.3 

5 

306.9 

6 

14.5 

16,7 

16.2 

11 

3. 

FIFTH  THIRD  BANCORP 

383.1** 

28 

1083.0 

25 

75.2 

20 

209.8 

17 

19.6 

20,9 

17.9 

15 

4. 

FIRST  BANK  SYSTEM 

711.2 

7 

2123.8 

13 

145.7 

22 

417.4 

20 

20.5 

18,0 

14.3 

13 

4. 

FIRST  CHICAGO 

1530.6 

25 

4458.9 

33 

207.2 

35 

589.7 

14 

13.5 

12.5 

17.4 

9 

7. 

FIRST  OF  AMERICA  BANK 

534.2** 

9 

1604.4 

16 

66.7 

18 

170.7 

2 

12.5 

11.6 

12.9 

13 

3. 

FIRSTAR 

444.9** 

18 

1291.1 

18 

67.1 

11 

157.1 

~8 

15.1 

16.1 

14.0 

13 

2. 

HUNTINGTON  BANCSHARES 

439.1** 

24 

1260.5 

18 

65.9 

18 

179.0 

-6 

15.0 

15.7 

14-7 

1 4 

1. 

KEYCORP 

1487,6** 

10 

4398,9 

14 

209.6 

-9 

582.5 

-12 

14.1 

17.0 

15-8 

1 1 

3. 

MERCANTILE  BANCORPORATION 

357.5** 

17 

1035.9 

16 

56.7 

18 

158.8 

13 

15.9 

15.8 

15.3 

1 1 

3. 

NATIONAL  CITY 

894.5 

23 

2541,1 

21 

120.0 

11 

343.6 

8 

13.4 

15.0 

17.3 

11 

2. 

NBD  BANCORP 

1046  4 

18 

307 1,8 

25 



149.6 

1 

 "  "  "  " 

433.9 

_  _  _  _  _ 

7 

-  -  - 

14.3 

-  -- 

16.7 

-  -  -  -  -  - 

16.0 

"   

1 1 

3. 

NORTHERN  TRUST 

459.2** 

23 

13216 

22 

58. 1 

2 1 

160.5 

13 

12.7 

12.8 

15.7 

14 

3. 

NORWEST 

1965.6** 

30 

5490.6 

25 

245.2 

2 1 

696.3 

17 

12.5 

13.4 

20.6 

12 

2. 

OLD  KENT  FINANCIAL 

281.4** 

19 

816.2 

22 

38.3 

4 

110.4 

3 

13.6 

15.7 

14.8 

12 

3. 

(C)  BANKS  -  SOUTH  &  SOUTHEAST 

GROUP  COMPOSITE 

9822.3 

24 

28153.0 

24 

1305.1 

15 

3698.2 

11 

13.3 

14.3 

15.9 

11 

4.1 

BANPONCE 

324,9 

25 

910.9 

23 

38.3 

21 

106.1 

15 

11.8 

12.2 

13.4 

10 

3. 

CRESTAR  FINANCIAL 

300.0 

10 

888.1 

12 

48.4 

11 

141.4 

12 

16.1 

16.0 

15.0 

12 

4. 

FIRST  TENNESSEE  NATIONAL 

337.9** 

19 

961.0 

10 

43.8 

17 

119.2 

4 

13.0 

13.2 

18.9 

12 

4. 

FIRST  UNION 

2044.1** 

27 

5678.9 

24 

255.0 

5 

741.1 

7 

12.5 

15.0 

16.7 

10 

5. 

NATIONSBANK 

4174.0'* 

25 

12091.0 

26 

530.0 

23 

1440.0 

12 

12.7 

12.9 

16.0 

10 

6. 

REGIONS  FINANCIAL 

302.8** 

27 

874.9 

29 

44.0 

18 

128.1 

18 

14.5 

15.8 

15.3 

11 

3.' 

SOUTHTRUST 

439.1** 

28 

1247.5 

32 

50.5 

14 

145.4 

14 

11.5 

13.0 

15.2 

11 

2. 

SUNTRUST  BANKS 

942.5** 

14 

2778.6 

15 

143.7 

9 

420.6 

8 

15.2 

16  0 

13.8 

14 

4. 

WACHOVIA 

956.9** 

26 

2722.2 

26 

151.3 

10 

456.3 

15 

15.8 

18.2 

15.9 

14 

3. 

(D)  BANKS  -  WEST  &  SOUTHWEST 


GROUP  COMPOSITE 

9241.5 

17 

27063.0 

20 

1414.0 

35 

3922.5 

28 

15.3 

13.3 

16.6 

11 

6. 

BANCORP  HAWAII 

256.8 

9 

756.3 

10 

32.9 

3 

89.7 

- 11 

12.8 

13.6 

10.5 

13 

2. 

BANKAMERICA 

5201.0" 

23 

15157.0 

26 

704.0 

29 

1960.0 

24 

13.5 

12.9 

13.7 

10 

6. 

FIRST  INTERSTATE  BANCORP 

1203.1** 

10 

3612.4 

16 

237.8 

83 

669.7 

28 

19.8 

11.9 

24.1 

13 

11. 

FIRST  SECURITY 

304.7** 

19 

888.2 

26 

39.3 

7 

111.2 

6 

12.9 

14.4 

14.8 

12 

2. 

U.S.  BANCORP 

521.0 

9 

1543.9 

10 

81  2 

29 

217.7 

154 

15.6 

13.1 

15.6 

11 

2. 

UNION  BANK 

396.9** 

23 

1141.2 

24 

57.8 

156 

148.1 

296 

14.6 

7.0 

15.0 

12 

4. 

WELLS  FARGO 

1358.0** 

8 

3964.0 

8 

261.0 

20 

726.0 

16 

19.2 

17.2 

26.7 

12 

18. 

4  CHEMICALS 

INDUSTRY  COMPOSITE 

34913.7 

9 

109700.0 

16 

3100.1 

44 

10060.3 

59 

8.9 

6.7 

24.8 

12 

3.' 

AIR  PRODUCTS  &  CHEMICALS  (3 

979.2 

5 

2944.5 

11 

92.8 

17 

281.5 

78 

9,5 

8.5 

15.5 

16 

3. 

ALBEMARLE 

315.2 

12 

948.2 

19 

22.2 

14 

49.3 

8 

7,1 

6,9 

9.4 

23 

0. 

ARCADIAN 

269.5 

3 

960.6 

18 

19.8 

456 

55.1 

227 

7,3 

1.4 

24.7 

18 

1. 

ARCO  CHEMICAL 

999.0 

12 

3289.0 

33 

117.0 

44 

393.0 

103 

11,7 

9,1 

24.9 

10 

4. 

BETZ  LABORATORIES 

195.8 

9 

562.6 

6 

20.5 

6 

59.2 

4 

10.5 

10.7 

21.2 

16 

2. 

CYTEC  INDUSTRIES 

320.3 

16 

964.0 

19 

22.4 

45 

67.1 

81 

7.0 

5.6 

54.1 

11 

5. 

DEXTER 

268.5 

10 

818.3 

13 

9.4 

12 

31.8 

11 

3.5 

3.5 

11.1 

14 

1. 

DOW  CHEMICAL 

4884.0** 

16 

15606,0 

29 

571.0 

141 

1469.0 

152 

11.7 

5.6 

21.0 

12 

6. 

DUPONT 

10200.0*** 

4 

31778.0 

9 

769.0 

19 

2666.0 

28 

7.5 

6.6 

26.2 

12 

5. 
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MPANY  SALES   PROFITS 


3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

EROM 

MONTHS 

EROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

ENDING 

RATIO 

PER 

SMIL. 

% 

$MIL 

% 

SMIL, 

% 

SMIL, 

% 

% 

% 

9-30 

10-20 

SHARE 

TMAN  CHEMICAL 

1255.0 

12 

3819.0 

21 

148.0 

59 

438.0 

89 

11.7 

8.2 

38.1 

9 

5.53 

YL 

241.7 

-1 

700.5 

-23 

17.0 

-25 

51.5 

-30 

7.0 

9.2 

18.8 

18 

0.64 

RO 

310.8 

5 

987.8 

12 

9.8 

-15 

37.6 

8 

3.2 

3.9 

13.9 

14 

1.55 

LER  (H.B.Xl) 

312.6 

9 

930.7 

16 

8.8 

-2 

24.9 

12 

2.8 

3.1 

11.7 

13 

2.38 

f^ 

310.2 

_1 

1004.0 

1 7 

14.4 

-28 

27.8 

-30 

4.6 

5.4 

21.3 

15 

1.71 

RGIA  GULF 

270.9 

9 

860.7 

32 

44.5 

40 

155.4 

141 

15.4 

12.8 

NM 

7 

5.25 

iDRICH  (B.F.) 

605.0 

8 

1800.5 

12 

32.9 

41 

94.8 

103 

5.4 

4.2 

12.5 

16 

4.08 

AT  LAKES  CHEMICAL 

586.2 

12 

1796.1 

20 

74.2 

3 

221.0 

7 

12.7 

13.8 

22.5 

15 

4.42 

IMA  (M  A  ) 

inn  \ni,  n,f 

464. 1 

3 

1440. 1 

14 

13.3 

18 

44.7 

65 

2.9 

2.5 

11.1 

14 

1.75 

.CULES 

570.2 

-15 

1877.5 

-9 

80.3 

22 

248.8 

35 

14.1 

9.8 

28.9 

19 

2.95 

GLOBAL  (6) 

484.9 

15 

1536.3 

21 

30.2 

39 

107.6 

143 

5.2 

5.2 

17.8 

15 

4.55 

L  FLAVORS  &  FRAGRANCES 

360.1 

5 

1128.0 

12 

63.3 

8 

209.0 

14 

17.5 

17.2 

22.5 

21 

2.27 

T!TE 

195.8 

7 

593.7 

14 

19.4 

-14 

68. 1 

1 1 

9.9 

12.3 

19.2 

18 

2.53 

RIZOL 

413.7 

4 

1258.9 

5 

27.9 

-42 

138.3 

-1 

5.8 

12.0 

20.0 

12 

2.70 

NDELL  PETROCHEMICAL 

1249.0 

20 

3793.0 

37 

100.0 

52 

362.0 

202 

8.0 

5.4 

160.9 

4 

5.80 

«ANTO 

2048.0 

7 

6848.0 

11 

140.0 

21 

659.0 

15 

5.8 

6.1 

20.3 

17 

5.22 

nON  INTERNATIONAL  (6) 

809.6 

9 

2559.1 

12 

67.3 

9 

225.8 

18 

8.3 

8.3 

18.0 

15 

2.00 

CO  CHEMICAL 

335.5 

-2 

977.7 

-5 

40.5 

440 

115.4 

55 

12.1 

2.2 

22.5 

17 

1.85 

NDUSTRIES 

255.3 

13 

789.5 

19 

17.4 

NM 

51.5 

NM 

5.8 

NM 

NM 

14 

1.05 

( 

796.4 

19 

2355.2 

20 

31.1 

41 

113.1 

74 

3.9 

3.3 

16.2 

12 

5.48 

XAIR 

795.0 

8 

2339.0 

18 

54.0 

25 

195.0 

32 

8.1 

7.0 

24.0 

15 

1.76 

IM  &  KAAS 

942.0** 

8 

2959.0 

11 

59.0 

7 

225.0 

4 

5.3 

5.3 

16.3 

14 

3.92 

lULMAN  (A.)  (4) 

242.0 

16 

775.2 

34 

12.0 

-12 

40.4 

15 

5.0 

5.5 

13.2 

14 

1.43 

RUNG  CHEMICALS  (3) 

187.1 

-11 

789.5 

38 

15.0 

-2 

130.8 

478 

8.0 

7.2 

58.9 

3 

2.75 

RA  INDUSTRIES 

492.3** 

71 

1939.3 

42 

29.2 

NM 

147.3 

248 

5.9 

0.2 

28.9 

6 

1.99 

ON  CARBIDE 

1495.0 

19 

4489.0 

25 

277.0 

189 

735.0 

217 

18.5 

7.7 

52.3 

6 

6.12 

CO 

441.9 

-3 

1449.1 

4 

19.4 

-14 

118.7 

70 

4.4 

5.0 

13.8 

13 

2.56 

CONGLOMERATES 

lUSTRY  COMPOSITE 

32404.0 

16 

95312.2 

17 

2401.9 

14 

6898.8 

19 

7.4 

7.6 

22.0 

16 

3.38 

0  STANDARD  (3) 

2668.5** 

27 

7710.2 

27 

55.8 

34 

173.8 

348 

2.5 

2.3 

15.5 

24 

3.62 

lEOSIGNAL 

3499.0 

13 

10548.0 

14 

217.0 

15 

542.0 

16 

6.2 

6.1 

25.3 

15 

2.99 

ERAL  ELECTRIC 

17341.0** 

19 

50275.0 

19 

1510.0 

11 

4708.0 

11 

9.3 

10.0 

22.5 

17 

3.78 

;COURT  GENERAL  (2) 

813.3** 

10 

2251.0 

7 

96.0 

24 

122.3 

27 

11.8 

10.4 

18,3 

20 

2.12 

L(5; 

253.5 

20 

553.5 

19 

45.9 

21 

105.9 

21 

18.1 

18.0 

18.5 

23 

1.04 

rWAY 

239.1 

18 

594.9 

22 

9.2 

11 

28.5 

-20 

3.8 

4.1 

11.3 

21 

2.72 

MARK  INTERNATIONAL 

848.6 

4 

2588.2 

7 

46.8 

14 

150.4 

18 

5.5 

5.0 

25.7 

13 

3.85 

EDYNE 

593.0 

3 

1925.2 

10 

34.5 

79 

131.4 

NM 

5.8 

3.3 

41.2 

10 

2.55 

TRON 

2425.0 

2 

7314.0 

0 

122.0 

10 

352.0 

10 

5.0 

4.7 

15.0 

13 

5.31 

1 

2401.4 

11 

7709.4 

15 

93.5 

14 

331.4 

43 

3.9 

3.8 

20.4 

11 

6.46 

Hit 

494.5 

113 

1475.5 

133 

13.7 

88 

43.5 

279 

2.8 

3.1 

21,5 

18 

0.40 

TMAN 

827.1 

12 

2155.2 

10 

47.5 

64 

99.5 

33 

5.7 

3.9 

23.4 

18 

1.24 

CONSUMER  PRODUCTS 


USTRY  COMPOSITE 

77635.3 

6 

223607.5 

8 

5484.0 

1 

15109.6 

6 

7.1 

7.4 

23.7 

20 

2.82 

APPAREL 

)UP  COMPOSITE 

7851.1 

9 

21249.7 

11 

397.1 

-4 

832.4 

1 

5.1 

5.7 

12.0 

20 

1.80 

WN  GROUP  (11) 

342.9 

-3 

1032.5 

-1 

-8.4 

NM 

-9.0 

NM 

NM 

2.1 

2,6 

45 

0.33 

IT  OF  THE  LOOM 

541.3 

0 

1894.3 

11 

24.5 

-39 

80.7 

-22 

3.8 

6-3 

3,1 

38 

0.48 

ES  APPAREL  GROUP 

243.5** 

26 

591.8 

21 

24.0 

15 

51.4 

14 

9.8 

10.7 

22,1 

14 

2.31 

LWOOD  (8) 

340.5 

13 

1028.4 

19 

5.5 

-47 

-5.1 

NM 

1.7 

3.5 

1,9 

65 

0,29 

CLAIBORNE 

582.6 

-5 

1584.5 

-4 

48.2 

12 

93.3 

8 

8.3 

7.0 

9,4 

20 

1,20 

c(7) 

1614.6 

38 

4151.4 

36 

164.8 

55 

373.5 

57 

10.2 

9.1 

21,8 

18 

5,27 

ORD  INDUSTRIES  (7) 

189.3 

14 

488.8 

6 

0.3 

-94 

-0.1 

NM 

0.1 

2.9 

4.6 

23 

0,59 

lLIPS-VAN  HEUSEN  (U) 

349.5 

23 

985  9 

19 

3.9 

-32 

10.5 

-32 

1.1 

2.0 

10.4 

10 

1.05 

BOK  INTERNATIONAL 

1006.0 

7 

2730.2 

6 

76.2 

-10 

163.5 

-19 

7.5 

9.0 

21.8 

13 

2.67 

SELL 

333.8 

5 

850.9 

7 

12.9 

-47 

37.7 

-25 

3.9 

7.6 

10.5 

15 

1.67 

BERLAND 

212.5 

-4 

479.3 

5 

7.1 

-57 

-12.4 

NM 

3.3 

7.4 

-6.8 

NM 

-0.85 

TEX 

207.9** 

0 

413.0 

4 

9.2 

25 

1.2 

NM 

4.4 

3.5 

5.7 

15 

0.33 

1332.1 

-3 

3791.6 

3 

69.7 

-21 

192.9 

-3 

5.2 

5.4 

14.5 

12 

4.13 

STPOINT  STEVENS 

454.4 

3 

1227.1 

5 

-40.9 

NM 

-145.8 

NM 

NM 

NM 

NM 

NM 

-5.89 

APPLIANCES  &  HOME  FURNISHINGS 

)UP  COMPOSITE 

9912.4 

13 

29879.8 

16 

233.0 

-37 

645.8 

-33 

2.4 

4.2 

9.6 

25 

1.21 

^STRONG  WORLD  INDUSTRIES 

744.8 

4 

2175.8 

6 

19.4 

-69 

106.5 

-35 

2.5 

8.6 

17.9 

15 

3.72 

T  BUY  (10) 

1437.9 

54 

4559.7 

57 

5.7 

-25 

38.5 

16 

0.4 

0.8 

14.3 

18 

1.30 

;UIT  CITY  STORES  (10) 

1500.8 

31 

4902,7 

33 

41.2 

14 

149.5 

21 

2.5 

3.0 

18.8 

19 

1.82 

-IG-MEYERS  (10) 

324.9** 

21 

942.9 

21 

11.3 

-24 

44.7 

-5 

3.5 

5.5 

12.4 

15 

1.28 

BALL  INTERNATIONAL  (6) 

218.9 

5 

675,3 

8 

8.4 

0 

29.8 

15 

3.8 

4.0 

11.1 

14 

1.97 

!-BOY  CHAIR  (8) 

195.8 

12 

541.1 

5 

3.2 

-25 

23.1 

-5 

1.6 

2.4 

11.0 

15 

1.95 

IT2  FURNITURE  (9) 

251.3 

-5 

738.2 

-1 

-3,1 

NM 

-13.7 

NM 

NM 

1.3 

NM 

NM 

-0.29 

rTAG 

726.4 

-14 

2350.0 

-6 

30.0 

-51 

-31.6 

NM 

4.1 

7.2 

-2.0 

NM 

-0.13 

1 1  IMPORTS  (10) 

199.5 

8 

575.6 

9 

-0,1 

NM 

16.6 

311 

NM 

4.7 

7.3 

24 

0,42 

1  TV  &  APPLIANCES  (10) 

183.2 

14 

505.4 

22 

2.3 

-48 

8.9 

-35 

1.2 

2,7 

8.8 

8 

0,75 

DY 

1339.9** 

20 

3751.5 

20 

44.9 

-3 

121.8 

-1 

3.4 

4,1 

12.7 

18 

3.12 
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COMPANY 


SALES 


PROFITS 


MARGINS 


3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

$MIL 

% 

SMIL 

% 

$MIL 

% 

$MIL 

% 

% 

% 

RETURN  ON 
COMMON 

EQUITY  PRICE- 


ENDING 
9-30 


RATIO 
10-20 


TORO  (5) 

202.6 

5 

727.1 

10 

4.0 

0 

28.4 

18 

2.0 

2.1 

19.8 

10 

WHIRLPOOL 

2154.0 

3 

6254.0 

4 

64.0 

-35 

191.0 

-23 

3.0 

4.7 

5.3 

39 

7PMITU  PI  rrTDnuiPQ 

O  1 

Q7Q  O 

1  u 

1  Q 

i  .c5 

Q  1 

-D  /  .O 

N  M 

0. 5 

2.2 

-42.2 

NM 

(C)  BEVERAGES 

1  o^oo.o 

9 

5241 5  7 

9 

1853  9 

12 

1  o 

ANHEUSER-BUSCH 

3436.2 

4 

9484.8 

4 

339.7 

3 

884.9 

3 

9.9 

10.0 

22.7 

16 

BROWN-FORMAN  (8) 

352.1 

14 

1069.9 

9 

32.2 

14 

103.6 

7 

9.1 

9.1 

28.6 

18 

COCA-COLA 

4895.0 

10 

13685.0 

13 

802.0 

13 

2338.0 

18 

16.4 

15.9 

54.8 

32 

rnPA  rni  a  rrtti  inh  rnw^ni  inATPn 

UUUH  UULH  DU  1  1  LinU  UUnOULIUHl  cu 

/lUo  .D 

Q 
O 

c 

—  D 

1  A  7 

I  el 

O  "3 
Z.O 

Q 

COCA-COLA  ENTERPRISES 

1841.0 

15 

5130.0 

13 

36.0 

38 

85.0 

47 

2.0 

1.6 

6,9 

37 

COORS  (ADOLPH) 

567.9 

2 

1294.0 

-1 

22.6 

31 

37.9 

-21 

4.0 

3.1 

7.0 

15 

PEPSICO 

7693.1 

9 

21169.7 

9 

616.8 

14 

1425.1 

12 

8.0 

7,7 

25.9 

22 

(D)  PERSONAL  CARE 

GROUP  COMPOSITE 

16059.1 

10 

46276.8 

11 

1061.4 

-19 

3230.3 

2 

6.6 

9.0 

25.5 

23 

ALBERTO-CULVER  (3) 

364.9 

16 

1046  7 

12 

15.6 

12 

41.5 

17 

4.3 

4  4 

14.2 

16 

AVON  PRODUCTS 

1067.8 

6 

3108.0 

7 

55.2 

8 

170.0 

10 

5.2 

5,1 

145.4 

18 

CLOROX  (6) 

518.5 

9 

1611.8 

8 

58.8 

11 

172.3 

10 

11.3 

11,2 

21.9 

19 

rni  r^ATP  pai  luini  iup 

bULuAl  L-rALIVIULIVC 

I  i 

I  X 

IN  IVI 

N  M 

/  ,o 

CO 

oc 

ECOLAB 

348.5 

9 

991.5 

11 

29.9 

5 

74.1 

8 

8.6 

8,9 

21.5 

21 

GILLETTE 

1669.8 

11 

4806.8 

13 

202.2 

17 

591.4 

19 

12.1 

11,5 

35.3 

27 

HELENE  CURTIS  INDUSTRIES  (10) 

352.3 

0 

988.1 

3 

7.2 

9 

15.2 

5 

2.0 

1,9 

8.4 

15 

NCH  (8) 

192.2 

8 

563.9 

7 

8.2 

5 

25.3 

14 

4.3 

4.4 

11.3 

13 

PROCTER  &  GAMBLE  (6) 

9027.0 

10 

25833.0 

12 

896.0 

13 

1999.0 

19 

9.9 

9.7 

25.4 

21 

STANHOME 

205.7 

6 

600.1 

8 

11.9 

-10 

29.5 

-10 

5.8 

6.8 

15.2 

15 

TAMBRANDS 

178.1 

2 

521.4 

9 

26.7 

7 

62.6 

-7 

15.0 

14.3 

98.9 

20 

(E)  TOBACCO 

GROUP  COMPOSITE 

24824.0 

-1 

73785.5 

2 

1938.4 

15 

5512.1 

11 

7.8 

6.7 

25.1 

14 

AMERICAN  BRANDS 

2895  3" 

-14 

8282.5 

-12 

153.3 

16 

389.0 

-6 

5.3 

3.9 

20.8 

10 

PHILIP  MORRIS 

16689,0" 

0 

50335.0 

4 

1433.0 

17 

4206.0 

16 

8.6 

7.4 

38.2 

14 

RJR  NABISCO  HOLDINGS 

4063.0 

2 

11684.0 

3 

232.0 

7 

583.0 

-3 

5.7 

5.4 

6.1 

17 

UNIVERSAL  (6) 

842,5" 

27 

2503.6 

16 

10,2 

156 

15.0 

90 

1.2 

0.6 

7.7 

26 

UST 

334  3- 

8 

980.5 

9 

110,0 

10 

319.1 

11 

32.9 

32.3 

104.2 

14 

7  CONTAINERS  &  PACKAGING 


INDUSTRY  COMPOSITE 

10586.3 

16 

31027.2 

22 

576.7 

201 

1838.3 

280 

5.4 

2.1 

19.9 

11 

2 

(A)  GLASS,  METAL  &  PLASTIC 

GROUP  COMPOSITE 

3150.0 

8 

8931.9 

11 

-21.1 

NM 

198.1 

-26 

NM 

2.1 

8.2 

27 

0 

BALL 

760,7 

6 

2121,5 

7 

-57,3 

NM 

-19.1 

NM 

NM 

3.3 

0.0 

NM 

CKOm  CORK  &  SEAL 

1427,1 

11 

3939,6 

17 

-19,9 

NM 

68.8 

-24 

NM 

NM 

7.4 

29 

OWENS-ILLINOIS 

962,2 

4 

2870,8 

7 

56,1 

21 

148.4 

18 

5.8 

5.0 

22.8 

15 

u 

(B)  PAPER 

GROUP  COMPOSITE 

7436.3 

21 

22095.3 

28 

597.8 

363 

1640.2 

659 

8.0 

2.1 

23.7 

9 

2. 

ACX  TECHNOLOGIES 

221,0 

8 

690,0 

28 

7.0 

4 

25.5 

74 

3.1 

3.3 

6.3 

15 

1 

SEMIS 

372,5 

5 

1124,2 

11 

20.8 

14 

58.1 

15 

5.6 

5.1 

17.5 

17 

1 

FEDERAL  PAPER  BOARD 

457.9 

22 

1357,1 

30 

55.3 

264 

160.2 

570 

12.1 

4.1 

22.2 

8 

4 

GREIFBROS.  (.  ) 

184.2 

25 

539,1 

29 

17.6 

102 

47.8 

144 

9.6 

5.9 

17.1 

10 

2 

JEFFERSON  SMURFIT 

1050.9 

22 

3120,2 

33 

77.4 

NM 

183.0 

NM 

7.4 

0.7 

NM 

7 

1 

LONGVIEW  FIBRE  (2) 

253.4 

22 

715,1 

27 

18.9 

152 

58.0 

149 

7.5 

3.6 

15.5 

11 

1 

RIVERWOOD  INTERNATIONAL 

342.2 

4 

1021,7 

13 

16.6 

94 

44.6 

102 

4.9 

2.6 

6.0 

43 

0 

SONOCO  PRODUCTS 

687,0 

16 

2023,9 

20 

40,6 

25 

122.3 

31 

5.9 

5.5 

21.1 

16 

1 

STONE  CONTAINER 

1924,0 

30 

5706,8 

38 

129.0 

NM 

356.8 

NM 

6.7 

NM 

45.3 

4 

4 

TEMPLE-INLAND 

869,7 

15 

2593,4 

19 

84.8 

156 

216.0 

162 

9.8 

4.4 

14.0 

10 

4 

UNION  CAMP 

1073,5 

25 

3203,9 

30 

129.7 

497 

367.9 

525 

12.1 

2.5 

21.0 

9 

6 

8  DISCOUNT  &  FASHION  RETAILING 


INDUSTRY  COMPOSITE 

101080.5 

12 

307338.6 

12 

1503.1 

-27 

7626.8 

9 

1.5 

2.3 

12.8 

19 

1. 

AMES  DEPARTMENT  STORES  (11) 

504.2*' 

3 

1650.4 

3 

3.2 

-52 

22.7 

-32 

0.6 

1.3 

22.9 

2 

0 

ANNTAYLOR  STORES  (11) 

183.7" 

15 

541.0 

23 

-3.8 

NM 

8.0 

-58 

NM 

5,0 

5.0 

16 

0 

AUTOZONE  (4) 

628.8 

20 

1418.4 

20 

54.9 

21 

111.1 

18 

8.7 

8,6 

22.3 

27 

0 

BAKER  (J.)  (11) 

272.5 

6 

807.2 

8 

1.4 

-80 

8.7 

-52 

0.5 

2.8 

6.8 

7 

1 

BARNES  &  NOBLE  (1 1) 

420  1 

20 

1414.9 

23 

-2.6 

NM 

31.3 

86 

NM 

NM 

7.8 

43 

0 

BEST  PRODUCTS  (11) 

311.8 

NA 

1187.0 

NA 

-7.2 

NA 

14.6 

NA 

NM 

NA 

4.1 

13 

0 

BORDERS  GROUP  (11) 

363.8 

12 

1276.8 

NA 

-186.9 

NM 

-165.1 

NA 

NM 

NM 

-22.9 

NM 

-3 

BRADLEES  (11) 

364.9 

-7 

1487  0 

2 

-34.4 

NM 

-52.2 

NM 

NM 

0.2 

-53.2 

NM 

-4 

BROADWAY  STORES  (11) 

484.3'* 

1 

1680.9 

1 

-37.4 

NM 

-68.8 

NM 

NM 

NM 

-28  6 

NA 

-1 

CALDOR  (11) 

570.8 

3 

2173.1 

6 

3.3 

-60 

33.2 

-21 

0.5 

1,3 

10.5 

2 

2 

CARSON  PIRIESCOn(ll) 

220.8** 

-6 

863.0 

-2 

2.7 

-10 

76.9 

134 

1.2 

1,2 

30.8 

5 

4 

CHARMING  SHOPPES  (11) 

268.4 

-17 

858.2 

-12 

-3.1 

NM 

-2.3 

NM 

NM 

5.6 

0.9 

49 

0 

CONSOLIDATED  STORES  (11) 

325.1 

19 

1070.4 

24 

8.8 

30 

49.8 

33 

2.7 

2.5 

17.2 

21 

1 

CORPORATE  EXPRESS  (10) 

263.0 

82 

663.2 

100 

3.7 

NM 

9.7 

NM 

1.4 

NM 

4,6 

95 

0 

DAYTON  HUDSON  (11) 

5236.0" 

9 

16991.0 

9 

28.0 

-43 

318.0 

-13 

0.5 

1.0 

12.1 

15 

5 

DILLARD  DEPARTMENT  STORES  (11) 

1309.9** 

7 

4472.5 

5 

38.6 

14 

205.9 

6 

3,0 

2.7 

10.7 

13 

2. 

DOLLAR  GENERAL  (11) 

408.2 

29 

1236.4 

25 

17.7 

27 

62.1 

37 

4,3 

4.4 

21.4 

22 

1. 
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At  EVEREN  Securities,  we've  taken  ninety 
years  of  investment  experience  and  created  an 
independent,  employee-owned  investment 
securities  firm.  We  combine  regional  expertise 
with  a  national  presence,  and  we'll  jump 
through  hoops  to  provide  in-depth  research, 
expert  trading,  and  unmatched  personal  service. 


OUR  SPECIALTY 


Call  1-800-2-EVEREN  for  more  information 
today.  Because  as  owners,  the  better  we  do  for 
you,  the  better  we'll  do. 


E  V  E  R  E  N 


SECURITIES 
A  vested  interest  in  your  success. 


Member  NYSE  and  other  principal  exchanges.  Member  SIPC.  ©  1995,  EVEREN  Securities,  Inc. 


CORPORATE  SCOREBOARD 


COMPANY  SALES  PROFITS 


MARGINS 

ntlUKN  UN 
COMMON 

3R0 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

EQUIFl' 

PRICE- 

QUARTER 

EROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

ENDING 

RATIO 

$MIL 

% 

SMIL, 

% 

$MIL 

% 

SMIL 

% 

% 

% 

9-30 

10-20 

EDISON  BROTHERS  STORES  (11) 

334.7 

-5 

1097.9 

-3 

-25.7 

NM 

-14.9 

NM 

NM 

0.2 

-4.6 

NM 

ERNST  HOME  CENTER  (2) 

170.4 

9 

419.3 

7 

1.0 

-83 

-2.2 

NM 

0.6 

3.6 

-2.5 

NM 

FABRI-CENTERS  OF  AMERICA  (11) 

168.5 

49 

608.1 

42 

-3.3 

NM 

11.1 

171 

NM 

NM 

9.5 

18 

FAMILY  DOLLAR  STORES  (4) 

389.8 

13 

1190.6 

9 

9.1 

22 

42.5 

-10 

2,3 

2.1 

14.4 

16 

FEDERATED  DEPARTMENT  STORES  (11) 

3047.2** 

91 

91 74.6 

54 

-55.9 

NM 

-16.5 

NM 

NM 

0.2 

0.8 

69 

FINGERHUT 

478.7 

1 1 

1359.0 

10 

8.5 

21 

20.5 

-38 

1 .8 

1.7 

6.4 

20 

GAP  ( 1 1 ) 

868.5 

12 

2927.0 

13 

32.4 

-27 

20L3 

-7 

3^7 

5.7 

20.9 

19 

HECHINGER  (11) 

648.6 

-9 

1734.3 

-2 

9.1 

-57 

-28.9 

NM 

1.4 

3.0 

-5.2 

NM 

fi 

HILLS  STORES  (11) 

389.4 

4 

1425.9 

4 

-45.2 

NM 

-16.0 

NM 

NM 

NM 

-1.4 

NM 

-1 

HOME  DEPOT  (11) 

4151.7 

26 

10798.2 

28 

212.9 

20 

516.6 

20 

5. 1 

5.4 

14.2 

27 

] 

HOME  SHOPPING  NETWORK 

239.9 

-13 

730.2 

-11 

-17.7 

NM 

-36'2 

NM 

NM 

2.7 

-23.0 

NM 

-0, 

KMART  (11) 

8503.0** 

6 

26531.0 

4 

23.0 

-74 

128.0 

NM 

0.3 

1.1 

2.2 

33 

0 

KOHL'S  (11) 

353.5 

24 

1296.2 

23 

11.1 

18 

55.8 

15 

3.1 

3.2 

19.8 

25 

LANDS'  END  (11) 

189.1 

5 

775.2 

9 

1.7 

-50 

27.0 

-23 

0.9 

1.9 

15.7 

1 7 

("] 

LIMITED  (11) 

1718.6** 

8 

5845.4 

7 

48^8 

-9 

344.7 

15 

2.8 

3.4 

15.5 

17 

1 

LOWE'S  (11) 

1978.1 

20 

5100.2 

22 

85.0 

19 

190.2 

28 

4.3 

4.3 

15.5 

18 

1 

MAY  DEPARTMENT  STORES  (11) 

2948.0** 

9 

9685.0 

7 

141,0 

8 

555.0 

8 

4.8 

4.8 

18.2 

13 

3, 

MELVILLE 

2814.0 

3 

8076.2 

5 

-2.5 

NM 

2,2 

-98 

NM 

1.9 

8.7 

18 

I 

MERCANTILE  STORES  (11) 

642.4** 

4 

2173'9 

4 

6'5 

-34 

76.0 

2 

1.0 

15 

7.3 

17 

2. 

MEYER  (FRED)  (11) 

775.8 

5 

2544.5 

3 

10.7 

-44 

22.3 

-55 

1.4 

2,5 

-2.6 

NM 

-0. 

MICHAELS  STORES  (11) 

259,9 

49 

902,9 

59 

-33, 1 

NM 

-3.4 

NM 

NM 

0.4 

1.3 

76 

0. 

MICRO  WAREHOUSE 

337.3 

58 

904,0 

72 

11.4 

53 

31 .4 

55 

3.4 

3.5 

15.5 

37 

J 

NEIMAN  MARCUS  GROUP  (5) 

420.6** 

5 

1368.6 

7 

9'6 

70 

47.5 

-5 

2.3 

1.4 

158.1 

19 

\. 

NORDSTROM  (U) 

1149.2** 

6 

3155.8 

7 

53.9 

-15 

151.4 

-3 

4.7 

5.8 

13.5 

15 

2. 

OFFICE  DEPOT 

1337, 1 

28 

3888,7 

29 

35.8 

34 

95.7 

33 

2,8 

2.6 

15.3 

33 

0. 

OFFICEMAX  (1  1 1 

482,5 

34 

1 508.7 

33 

1,2 

NM 

25.5 

52 

0.2 

NM 

4. 1 

51 

0 

PAMIDA  HOLDINGS  (11) 

187.0 

4 

551.8 

9 

0.5 

-28 

1.5 

NM 

0.3 

0.5 

24.8 

9 

0. 

PAYLESS  CASHWAYS  (1) 

737.2 

-1 

2005,1 

-1 

8.1 

-55 

8.9 

-74 

1.1 

2.5 

5.3 

9 

0. 

PENNEY  (J.  C.)  ( 1 1 ) 

4794.0 

5 

16522,0 

4 

1 16.0 

-12 

700.0 

-12 

2.4 

2.9 

17.6 

12 

3. 

PEP  BOYS-MANNY,  MOE  &  JACK  (11) 

410.8 

1 1 

1 107.7 

10 

25.2 

7 

59.7 

5.1 

6.4 

12.8 

18 

I 

PETSMART(ll) 

233.4 

31 

5993 

40 

-15.5 

NM 

-5.9 

NM 

NM 

0.5 

-4.9 

NM 

-0. 

PRICE/COSTCO  (4) 

6013.8** 

18 

14217,4 

11 

71.3 

22 

168.7 

17 

1.2 

1.2 

14.9 

17 

1. 

ROSS  STORES  (11) 

351.2 

12 

1039.7 

13 

10.3 

17 

26.7 

2 

2.9 

2.8 

14.1 

10 

1. 

SEARS,  ROEBUCK 

8418.0 

5 

24071 ,0 

5 

228.0 

19 

570.0 

14 

2.7 

2.4 

27.0 

14 

2. 

SERVICE  MERCHANDISE 

730^0 

-4 

2332^0 

0 

-8' 5 

NM 

-30.7 

NM 

NM 

NM 

18.1 

10 

0. 

SHOPKO  STORES  (10) 

418.2 

10 

1464,4 

8 

1,9 

-32 

25.0 

45 

0.4 

0.7 

9.4 

10 

1. 

SPIEGEL 

685.9 

7 

2064,8 

7 

-22,6 

NM 

-46.9 

NM 

NM 

0.4 

-7.0 

NM 

-0. 

SPORTS  AUTHORITY  (11) 

268.4 

33 

760,3 

32 

6,9 

43 

19,4 

33 

2.6 

2.4 

7.3 

26 

0. 

STAPLES  (111 

605.0 

57 

1938,5 

68 

9.0 

175 

38.3 

227 

1.5 

0,9 

9.3 

56 

0. 

STRAWBRIDGE  &  CLOTHIER  (11) 

218.6** 

-2 

762,9 

-1 

-9.1 

NM 

5.1 

-77 

NM 

0.1 

2.3 

33 

0. 

TALBOTS  (11) 

226.9 

16 

721,8 

17 

8.3 

19 

38.8 

25 

3.5 

3,5 

14.8 

15 

1. 

TIFFANY  (11) 

184.7** 

21 

574.1 

17 

5.3 

54 

25.8 

15 

2.9 

2.3 

13.4 

22 

1. 

TJX  (11) 

848.9 

10 

2873,1 

8 

7,7 

-61 

27,4 

-51 

0.9 

2.5 

11.9 

21 

0. 

TOYS  'R'  US  ( 1 1 ) 

1614.2 

11 

7307.4 

7 

15,8 

-58 

443.1 

-2 

1.0 

2.6 

14.6 

14 

1. 

VALUE  CITY  DEPARTMENT  STORES  (5) 

211.6** 

9 

670.5 

3 

^.0 

NM 

8.7 

-70 

NM 

3,8 

5.9 

15 

0. 

VENTURE  STORES  (11) 

456.8** 

4 

1597,0 

6 

-17.3 

NM 

3.8 

-89 

NM 

0.4 

1.1 

25 

0. 

VIKING  OFFICE  PRODUCTS  (6) 

230.0 

26 

570,4 

38 

13,3 

29 

39,9 

37 

5.8 

5.7 

23.5 

38 

1. 

WABAN  (11) 

1051.9 

11 

2908,4 

9 

24,4 

15 

54,0 

NM 

2.3 

2.2 

13.0 

8 

2. 

WAL-MART  STORES  (11) 

22723.0 

14 

57510,7 

17 

634,0 

12 

2216,6 

15 

2,8 

2,8 

21.0 

19 

1. 

WICKES  LUMBER 

284.5 

0 

749,0 

8 

1,9 

-82 

-0.2 

NM 

0.7 

3.8 

64.9 

3 

3. 

WOOLWORTH  (11) 

1922.0** 

3 

6276,0 

-3 

-11,0 

NM 

-1.0 

NM 

NM 

NM 

2.7 

57 

0. 

ZALE  (5) 

211.4 

6 

830.7 

13 

-3,1 

NM 

34.6 

18 

NM 

NM 

8.0 

17 

0. 

9  ELECTRICAL  &  ELECTRONICS 

INDUSTRY  COMPOSITE 

41555.5 

21 

118775.8 

19 

3630.2 

37 

10360.3 

35 

8.7 

7.8 

19.3 

18 

2. 

(A)  ELECTRICAL  PRODUCTS 

GROUP  COMPOSITE 

5515.4 

4 

16307.5 

9 

244.9 

68 

657.8 

24 

4.4 

2.7 

10.7 

26 

0. 

AMETEK 

204.9 

8 

635.5 

9 

10,8 

11 

32.9 

20 

5.3 

5.1 

54.4 

14 

1. 

COOPER  INDUSTRIES 

1206.4** 

5 

3597.7 

7 

59.3 

-9 

207.4 

0 

5.7 

5.7 

17.7 

14 

2. 

GENERAL  SIGNAL 

455.5 

17 

1287,9 

16 

25,6 

-7 

75.3 

2 

5.5 

7.1 

19.9 

14 

2. 

HUBBELL 

287.0 

7 

850,4 

17 

31.7 

16 

90.2 

15 

11.0 

10.2 

18.6 

17 

3. 

NATIONAL  SERVICE  INDUSTRIES  (4) 

518.0 

3 

1489,5 

5 

29.8 

22 

73.0 

15 

5.7 

4.9 

12.6 

16 

1, 

RAYCHEM  (6) 

410.5 

12 

1190.4 

6 

32.4 

NM 

39.3 

NM 

7.9 

NM 

7.5 

34 

1. 

THOMAS  &  BETTS 

303.1 

9 

903,8 

15 

21.2 

NM 

55.8 

NM 

7.0 

NM 

13.3 

17 

3. 

WESTINGHOUSE  ELECTRIC 

2130.0 

-3 

6342,0 

7 

24.0 

-55 

82.0 

-45 

1.1 

3.2 

-3.2 

NM 

-0. 

(B)  ELECTRONICS 

GROUP  COMPOSITE 

18068.2 

16 

52326.2 

14 

1106.5 

14 

3392.3 

20 

6.1 

6.2 

16.7 

17 

2. 

GENERAL  INSTRUMENT 

563.3 

2 

1783,6 

19 

-40.9 

NM 

70.2 

-57 

NM 

10,2 

19,6 

15 

1. 

HARRIS  (6) 

816.7 

1 

2590.4 

1 

33.5 

16 

124.4 

30 

4.1 

3,6 

12.4 

14 

4. 

HUGHES  ELECTRONICS 

3468.3 

4 

10743.5 

3 

255.1 

5 

813.4 

-1 

7.4 

7,4 

12.9 

16 

2. 

LITTON  INDUSTRIES  (5) 

975,1 

15 

2530.9 

-3 

38.7 

NM 

102.9 

306 

4.0 

NM 

17.7 

14 

2. 

LORAL  (9) 

1605.0 

19 

4568.5 

11 

MOTOROLA 

6851.0 

21 

19739.0 

25 

RAYTHEON 

3153.0 

29 

8356.2 

15 

TRACOR 

.229.2 

40 

657.9 

30 

VARIAN  ASSOCIATES  (3) 

406.7 

7 

1356.0 

16 

82.1 

24 

247.5 

20 

5.1 

4.9 

18.0 

17 

1. 

495.0 

31 

1349.0 

29 

7.2 

5.7 

18.7 

21 

3. 

200.7 

5 

570.1 

45 

6.4 

7.9 

18,8 

14 

3. 

7.7 

65 

20.7 

64 

3.3 

2.8 

20,6 

13 

1. 

32.5 

41 

94.0 

47 

8.0 

5.1 

21.3 

16 

3. 
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WHAT  A  CHARMING  HODGEPODGE 
OF  SERVERS,  PC'S  AND  MAINFRAMES 
YOU'VE  GOT  THERE. 


(MAY  WE  SUGGEST  THE  UNIX'  SYSTEM  . 

THAT'S  BEEN  SHOWN  TO  MANAGE  '  -'"-■-^■''^ 
MULTIVENDOR  ENVIRONMENTS  BEST? 


Its  as  il  youVe  inherited  computers  from  at 
least  three  different  dynasties.  They're  all 
different  sizes,  shapes  and  capacities,  and 
sometimes  they  dont  seem  to  like  each 
other  very  much.  On  the  other  hand, 
you  really  need  them  to  get  along. 

Which  is  why  the  recent 
Enterprise  Management  Sum- 
mit put  the  RISC  System/6000" 
and  other  UNIX  systems 


through  14  grueling  tests 
on  managing  complex 
multivendor  systems. 


When  the  dust  set- 
tled, only  one  company  was 
able  to  outperform  HIV 
Groupe  Bull®  Computer 
Associates"'  and  Digital. 
And  that  company  is  IBM. 

According  to  D.I  I. 
Brown,  an  independent 


O  H  Brown  Report  "UNIX  Malures"  -  IBM  AIX  41  1994  Enterprise  Management 
lit  -  IBM  NetView®  tor  AIX  whicti  is  a  part  ot  SystemView  IBIVl,  RISC 
V6000,  AIX,  SystemView  and  NetView  are  registered  trademarks  and  Solutioi 
nail  planet  is  a  trademark  ot  Inlernalional  Business  Mactiines  Corporation 


computer  consultant,  IBM's  AIX  is  the  best- 
rated  UNIX  operating  system!  And  when  you 
have  SystemView"  for  AIX  monitoring 
and  managing  complex  networks,  your 
system  can  grow  right  along  with  your 
lusiness  without  increasing  your  stafl. 

It  will  also  be  possible  for  you  to 
K<'ep  track  of  your  network  without 
caving  your  desk,  because  SystemView 
for  AIX  provides  all  the  systems 


" —  management  functions  under 
one  easy-to-use  interface. 

For  more  information  on 
how  to  turn  a  tegacy  of  other 
[)eo[jle*s  computei  s  into  a  very 
l)ig  asset  for  you,  give  us  a 
call  at  1  800  IBM-3333, 
ext.  FA  170.  Of  course,  if 
vou  re  on  the  Net,  you 
can  pay  a  visit  to  our 
home  page  at  http:// 
w  w  w.  aust  i  n .  i  bm .  com 


Solutions  lor  a  .small  planet  ' 


is  a  registered  trademarit  in  the  U  S  and  ottier  countries,  licensed  exclusively 
thiougti  X/Open  Company  Limited  All  otiier  company  and/or  product  names 
are  trademarks  ot  registered  trademarks  ot  their  respective  companies  The 
IBIyl  home  page  can  be  lound  at  http://www  ibm.com  ©  1995  IBM  Corporation 


CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


MARGINS 


RETURN  ON 
COMMON 


3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3R0 

EQUITY 

PRICE- 

MON 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EAR^ 

1995 

1994 

1995 

1994 

1996 

1994 

1995 

1994 

1995 

1994 

ENDING 

RATIO 

PI 

$MIL 

7o 

$MIL, 

% 

SMIL 

% 

SMIL 

% 

% 

% 

9-30 

10-20 

sw 

(C)  INSTRUMENTS 


GROUP  COMPOSITE 

2861.2 

16 

8260.0 

14 

184.3 

38 

481.5 

31 

6.4 

5.4 

17.1 

19 

2. 

BECKMAN  INSTRUMENTS 

229,9 

6 

665.5 

4 

13.9 

23 

38.0 

11 

6.0 

5.2 

14.9 

18 

1. 

HONEYWELL 

1680.3 

11 

4814.6 

11 

84.2 

21 

207.8 

19 

5.0 

4.6 

15.7 

18 

2. 

PERKIN-ELMER  (6) 

264.4 

7 

819.6 

6 

17.6 

18 

52.5 

-1 

6.7 

6.0 

22.8 

22 

1. 

TEKTRONIX  (7) 

401.0 

23 

1205.4 

16 

22.7 

31 

69.7 

23 

5.7 

5.3 

14.0 

21 

2. 

TERADYNE 

285.6 

60 

755.0 

55 

46.0 

126 

113.5 

134 

16.1 

11.4 

23.0 

17 

1. 

(D)  SEMICONDUCTORS  &  OTHER  COMPONENTS 


uKUUr  LUlVlrUol  1 1. 

131  lU.O 

oo 

"3/1 

4y 

4/ 

13.9 

12.9 

24.0 

18 

2. 

ADVANCED  MICRO  DEVICES 

590.4 

9 

1836.7 

16 

56.2 

-35 

244.9 

-7 

9.5 

16.0 

14.5 

10 

2. 

AMP 

1297.4 

17 

3929.2 

24 

110.7 

16 

313.6 

15 

8,5 

8  6 

15.4 

17 

2. 

AMPHENOL 

189.0 

6 

594.6 

17 

16.1 

37 

46.4 

58 

8,5 

6.6 

18.9 

16 

1. 

ANALOG  DEVICES  (2) 

246.3 

25 

684.4 

20 

31.8 

62 

84.1 

59 

12,9 

10,0 

17.1 

26 

1. 

ATMEL 

168.8 

71 

434.0 

62 

31.2 

101 

75.6 

81 

18.5 

15.7 

17.0 

33 

0. 

CIRRUS  LOGIC  (9) 

317.8 

57 

891.3 

58 

33.0 

166 

74.7 

74 

10,4 

6.2 

19.4 

34 

1. 

INTEGRATED  DEVICE  TECHNOLOGY  (9) 

178.5 

87 

456.5 

61 

34.3 

102 

87.7 

75 

19.2 

17.8 

22,3 

15 

1. 

INTEL 

4171.0 

46 

11622.0 

40 

931.0 

41 

2699.0 

41 

22.3 

23.0 

28.8 

19 

3. 

JABIL  CIRCUIT  (4) 

205.4 

66 

452.3 

52 

5.0 

MM 

5,5 

219 

2.4 

NM 

12.2 

35 

0. 

LSI  LOGIC 

330.8 

38 

918.1 

42 

65.5 

122 

166.5 

130 

19.8 

12.3 

18.2 

30 

1. 

MICRON  TECHNOLOGY  (4) 

1028.0 

109 

2417.7 

85 

281.1 

98 

684.8 

106 

27.3 

28.9 

44.5 

18 

3. 

MOLEX  (6) 

338.2 

26 

992.1 

28 

35.2 

29 

103.9 

31 

10.4 

10.2 

11.9 

27 

1. 

NATIONAL  SEMICONDUCTOR  (7) 

698.8 

26 

1940.0 

14 

73.5 

25 

211.7 

3 

10.5 

10.7 

18.0 

12 

2. 

READ-RITE  (3) 

288,7 

47 

783.6 

55 

46.7 

203 

104.0 

373 

16.2 

7.8 

25.6 

15 

2. 

SCI  SYSTEMS  (6) 

876.6 

42 

2310.4 

42 

15.1 

50 

40.1 

86 

1.7 

1.5 

14.4 

21 

1. 

SOLECTRON  (4) 

570.7 

29 

1558.9 

37 

23.0 

38 

61.3 

41 

4.0 

3.7 

14.8 

21 

1. 

TEXAS  INSTRUMENTS 

3426.0 

33 

9525.0 

26 

289.0 

56 

797.0 

58 

8.4 

7.2 

25.6 

14 

5. 

VLSI  TECHNOLOGY 

188.2 

24 

535.6 

22 

16.2 

114 

27.7 

25 

8.6 

5.0 

10.1 

28 

0. 

10  FOOD 


INDUSTRY  COMPOSITE 


81720.0 


5  239232.5 


6  2200.8 


10  6973.6 


38 


2.7 


2.6 


22.9 


19 


(A)  FOOD  DISTRIBUTION 

GROUP  COMPOSITE 

13456.9 

4 

42691.8 

12 

132.8 

-6 

440.8 

5 

1.0 

1.1 

10.0 

24 

1. 

FLEMING 

3896.3 

-6 

13351.3 

21 

3.7 

35 

38.0 

-17 

0.1 

0.1 

4.4 

18 

1. 

INTERNATIONAL  MULTIFOODS  (10) 

621.3 

30 

1873.4 

20 

7.0 

-78 

23.3 

-21 

1.1 

6.6 

11.5 

11 

1. 

JP  FOODSERVICE  (6) 

310,8 

11 

866.8 

9 

3.5 

NM 

9.4 

NM 

1.1 

NM 

10.3 

22 

0. 

RICHFOOD  HOLDINGS  (8) 

395,8 

34 

1275.1 

28 

6,4 

31 

21.5 

21 

1.6 

1.6 

20.9 

21 

1. 

RYKOFF-SEXTON  (8) 
SMART  &  FINAL 
SUPER  RITE  (10) 
SUPERVALU (10) 
SYSCO  (61 


421.8 
365.3 
374.5 
3779.4 
3291.9 


11 
26 
10 
0 
10 


1217.7 
890.9 
1153.2 
12643.2 
9420.2 


10 
26 
13 
2 
10 


2.6 
6.6 
3.6 
33.3 
66.2 


25 
14 
25 
-1 
13 


5.9 
13.2 
10.9 
122.6 
196.1 


82 
-2 
135 
-10 
14 


0.6 
1.8 
1.0 
0.9 
2.0 


0.6 
2.0 
0.8 
0.9 
2.0 


4.7 
13.2 
28.1 

3.3 
18.5 


35 
22 
NA 
53 
21 


(B)  FOOD  PROCESSING 


GROUP  COMPOSITE 

32798.4 

8 

95483.8 

8 

1488.3 

10 

4770.4 

55 

4.5 

4.4 

23.0 

18 

2. 

CAMPBELL  SOUP  !5) 

1630  0 

11 

5414.0 

10 

143.0 

1 

501.0 

8 

8.8 

9.7 

28.3 

19 

2. 

CONAGRA  (7) 

6436.4 

3 

18010.8 

2 

87.1 

13 

356.0 

14 

1.4 

1.2 

20.7 

19 

2. 

CPC  INTERNATIONAL 

2046.2 

13 

6041.1 

12 

142.2 

13 

395.2 

89 

7.0 

6.9 

28.2 

19 

3. 

DEAN  FOODS  (7) 

651.5 

6 

2004.6 

5 

13.7 

-19 

56.7 

-5 

2.1 

2.8 

13.1 

15 

1. 

DOLE  FOOD 

1048.6 

6 

2966.5 

11 

14.3 

NM 

114.5 

88 

1.4 

NM 

10.0 

19 

1. 

FLOWERS  INDUSTRIES  (6) 

269.7 

16 

895.4 

16 

7.9 

27 

33.3 

46 

2.9 

2.7 

14.4 

20 

1. 

FOODBRANDS  AMERICA 

169.2 

11 

455.2 

27 

2.5 

99 

6.2 

NM 

1.5 

0.8 

-10.5 

NM 

-0. 

GENERAL  MILLS  (7) 

1276.3 

10 

3729.0 

0 

136.9 

16 

143.8 

-29 

10.7 

10.2 

117.2 

33 

1. 

HEINZ  (H.J.)  (8) 

2094.3 

21 

6469.6 

20 

174.5 

13 

471.2 

14 

8,3 

8.9 

24.7 

19 

2. 

HERSHEY  FOODS 

981.1 

2 

2570.8 

2 

82.1 

1 

176.1 

10 

8.4 

8.4 

19.6 

26 

2. 

HORMEL  FOODS  (2) 

732.4 

-1 

2211.1 

-1 

21.0 

4 

81.9 

28 

2.9 

2.7 

19.2 

13 

1. 

IBP 

3291.0 

10 

9507.2 

8 

85.4 

74 

223.1 

114 

2.6 

1.6 

33.0 

9 

6. 

INTERSTATE  BAKERIES  (7) 

471.4 

72 

1139.4 

30 

5.7 

-3 

14.5 

97 

1.2 

2.1 

4.6 

23 

0. 

KELLOGG 

1844.7 

6 

5340.8 

7 

230.0 

5 

561.9 

2 

12.5 

12.4 

38.5 

23 

3. 

Mccormick  (d 

432.0 

2 

1302.4 

10 

19.9 

25 

55.3 

-13 

4.6 

6.3 

11.0 

40 

0. 

NABISCO  HOLDINGS 

2044.0 

5 

5944.0 

7 

71.0 

9 

198.0 

34 

3.5 

3.3 

7.5 

NA 

QUAKER  OATS  (6) 

1553.6 

-5 

4774.5 

2 

61.5 

0 

771.8 

386 

4.0 

3.8 

71.1 

6 

6. 

SARA  LEE  (6) 

4656.0 

9 

13437.0 

12 

186.0 

13 

573.0 

NM 

4.0 

3.8 

20.0 

18 

1. 

SEABOARD 

288.3 

34 

779.6 

13 

7.1 

25 

21.9 

-10 

2.5 

2.6 

9.1 

12 

22. 

SMITHFIELD  FOODS  (8) 

367.3 

11 

1203.4 

8 

-2.6 

NM 

18.0 

-18 

NM 

0.8 

14.2 

18 

1. 

THORN  APPLE  VALLEY  (7) 

263.7 

12 

585.9 

0 

-5.2 

NM 

-10.1 

NM 

NM 

1.1 

-2.7 

NM 

-0. 

WLR  FOODS  (6) 

250.8 

19 

701.4 

22 

4.3 

-34 

7.1 

-53 

1.7 

3.1 

8.2 

19 

0. 

(C)  FOOD  RETAILING 


GROUP  COMPOSITE 

35464.8 

3 

101056.8 

3 

579.7 

12 

1762.5 

14 

1.6 

1.5 

30.9 

19 

l.{ 

ALBERTSON'S  (11) 

3119.2 

4 

9271.8 

3 

106.2 

13 

349.7 

14 

3.4 

3.1 

24.8 

20 

1.; 

AMERICAN  STORES  (11) 

4494.9 

-4 

13503.7 

-5 

73.9 

1 

258.1 

18 

1.6 

1.5 

15.9 

12 

CASEY'S  GENERAL  STORES  (8) 

253.0* 

14 

656.9 

15 

7.9 

23 

16.8 

31 

3.1 

2.9 

13.0 

24 

CIRCLE  K  (8) 

924.9 

0 

NA 

NA 

10.6 

NM 

NA 

NA 

1.1 

0.0 

NA 

NA 

— 

DELCHAMPS  (6) 

284.7 

7 

812.1 

3 

-0.8 

NM 

-28.1 

NM 

NM 

0.6 

-25.4 

NM 

-3.! 

EAGLE  FOOD  CENTERS  (11) 

249.0 

-1 

755.1 

-2 

-4.7 

NM 

-13.9 

NM 

NM 

NM 

-64.6 

NM 

-l.< 

FOOD  LION 

1914.0 

3 

5675.5 

4 

41.0 

12 

117.4 

15 

2.1 

2.0 

15.5 

17 

0.; 
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9 
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9 
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% 

$MIL. 

% 

$MIL. 

$MIL 

% 

% 

% 

9-30 

10-20 

SHARE 

NERAL  NUTRITION  (11) 

194.4 

37 

613.6 

31 

15.1 

53 

45.5 

48 

7.8 

7.0 

21.2 

33 

0.59 

iNT  FOOD  (10) 

856.5 

4 

2930.5 

4 

17.8 

21 

80.4 

13 

2.1 

1.8 

12.7 

19 

1.57 

EAT  ATLANTIC  &  PACIFIC  TEA  (10) 

2341.2 

-2 

7846.8 

-2 

9.4 

55 

29.7 

NM 

0.4 

0.3 

-19.8 

NM 

-4.08 

NNAFORD  BROTHERS 

653.9** 

5 

1887.5 

12 

19.7 

3 

53.3 

17 

3.0 

3.1 

14.4 

15 

1.57 

OGER 

6959.2 

5 

18077.1 

4 

62.7 

22 

209.5 

19 

0,9 

0.8 

NM 

13 

2.58 

nONAL  CONVENIENCE  STORES  (6) 

236.7 

1 

686.9 

3 

4.8 

322 

7.4 

324 

2,0 

0.5 

11.2 

17 

1.40 

W  TRAFFIC  (11) 

884.2** 

6 

2603.7 

5 

-51.7 

NM 

-43.5 

NM 

NM 

0.8 

NM 

NM 

-3.48 

ALITY  FOOD  CENTERS 

176.1 

30 

490.5 

28 

4.6 

-24 

13.7 

-24 

2.6 

4.5 

55.0 

17 

1.26 

FEWAY 

3845.5 

6 

11231.2 

5 

83.7 

31 

214.4 

30 

2.2 

1.8 

39.5 

19 

2.47 

ITH'S  FOOD  &  DRUG  CENTERS 

768.3 

6 

2285.4 

3 

11.1 

-17 

29,5 

-14 

1.4 

1.8 

8.9 

12 

1.70 

UTHLANO 

1847.9*** 

1 

5185.1 

2 

49.5 

15 

85.4 

28 

2.7 

2.4 

NM 

12 

0.27 

3P&SH0P(11) 

923.3 

4 

3023.7 

4 

20.5 

1 

59,0 

11 

2.2 

2.3 

28.9 

13 

1.54 

PERMARKETS  GENERAL  HOLDING  (11)   1024  7 

-2 

3205.7 

2 

32.7 

692 

40.3 

62 

3.2 

0.4 

NM 

NA 

NA 

LAGE  SUPER  MARKET  (5) 

173.7 

-8 

510.0 

-5 

0.4 

NM 

0,5 

NM 

0.2 

NM 

1.1 

35 

0.20 

IS  MARKETS 

404.6 

7 

1209.7 

8 

19.2 

2 

56,5 

5 

4.7 

5.0 

10.1 

16 

1.82 

MN-DIXIE  STORES  (6) 

2935.0 

13 

8594.6 

10 

45.9 

15 

170.5 

9 

1.6 

1-5 

19.2 

20 

3.18 

FUEL 

DUSTRY  COMPOSITE 

109050.4 

4 

327211.6 

11 

4226.7 

2 

13734.7 

32 

3.9 

3.9 

12.9 

17 

3.17 

1  COAL,  OIL  &  GAS 

OUP  COMPOSITE 

104843.0 

3 

315215.8 

11 

3948.2 

1 

12985.1 

32 

3.8 

3.9 

12.9 

17 

3.23 

ERADA  HESS 

1663.3** 

8 

5419.5 

10 

-104.5 

NM 

-119.5 

NM 

NM 

NM 

-3.6 

NM 

-1.20 

OCO 

6661.0 

-2 

20095.0 

5 

599.0 

35 

1655.0 

32 

9.0 

6.6 

15.1 

15 

4.42 

^CHE 

181.2** 

18 

550.2 

27 

7.0 

-43 

11.7 

-65 

3.9 

8.1 

2.7 

55 

0.38 

HLAND  (3) 

3273.0*** 

14 

9451.0 

21 

-30.0 

NM 

-11.0 

NM 

NM 

2.1 

0.4 

NM 

0.08 

.ANTIC  RICHFIELD 

3872.0 

~~~~ 

0 

-  ------- 

1 1812.0 

 -- 

6 

------- 

315.0 

-  -  -  - 

-28 

■  - ----- ■ 

1 028.0 

69 

8. 1 

11.3 

----- 

20.2 

-    -  -  - 

13 

8.19 

RUNGTON  RESOURCES 

210.2 

-23 

636.0 

-22 

-299.6 

N  M 

-302.2 

NM 

NM 

7.6 

-9.9 

NM 

-1 .96 

EVRON 

7881.0 

-4 

23686.0 

5 

282.0 

-34 

1348.0 

26 

3.5 

5.2 

13.0 

15 

3.03 

^STAL 

2546.2 

-5 

7778.0 

-1 

44,2 

65 

159.0 

5 

1.7 

1.0 

8.8 

15 

2.13 

.MONO  SHAMROCK 

746.3 

7 

2212.7 

15 

5.7 

-72 

39.2 

-35 

0.8 

2.9 

8.1 

15 

1.73 

(ON 

30969.0*** 

5 

92415.0 

12 

1500.0 

30 

4790.0 

50 

4.8 

3.9 

16.6 

14 

5.36 

A 

916.3 

0 

2744.8 

8 

45.0 

61 

120.2 

81 

4.9 

3.0 

13.1 

9 

5.00 

)R-McGEE 

456.0 

12 

1375.5 

14 

-132.9 

NM 

-60.9 

NM 

NM 

5.0 

-2.5 

NM 

-0.35 

rCHELL  ENERGY  &  DEVELOPMENT  (11)  308.4 

30 

747.3 

8 

5.5 

-52 

11.3 

-52 

1.8 

4.8 

6.5 

34 

0.50 

BIL 

18637.0*** 

10 

55113.0 

14 

786.0 

56 

1601.0 

30 

4.2 

3.0 

12.0 

20 

5.22 

IRPHY  OIL 

423.2** 

-10 

1293.3 

0 

7.5 

-80 

44.2 

-50 

1.8 

7.9 

4.8 

28 

1.39 

CIDENTAL  PETROLEUM 

2557.0 

6 

7950.0 

19 

139.0 

504 

504.0 

NM 

5.4 

1.0 

12,4 

16 

1.31 

ILLIPS  PETROLEUM 

3369.0 

2 

10047.0 

9 

136.0 

14 

360.0 

12 

4.0 

3.6 

16,5 

16 

1.99 

AKER  STATE 

277.1 

54 

774.3 

52 

4.1 

5 

3.8 

-52 

1.5 

2.2 

2,5 

39 

0.33 

N 

2415.0*** 

-11 

7918.0 

12 

78.0 

63 

180.0 

91 

3.2 

1.8 

8,8 

15 

1.77 

>0R0  PETROLEUM 

245.2 

-3 

745.0 

14 

35.8 

NM 

46.0 

790 

15.0 

NM 

35,8 

3 

2.44 

(ACO 

8815.0** 

-2 

27125.0 

11 

288.0 

3 

851.0 

42 

3.3 

3.1 

12,3 

15 

4.52 

>C0 

1816.8 

9 

5417.2 

19 

26.8 

177 

43.3 

-31 

1.5 

0.6 

11,1 

20 

1.72 

ION  TEXAS  PETROLEUM  HOLDINGS 

197.0** 

2 

637.0 

20 

12.0 

-18 

79.0 

59 

5.1 

7.5 

23,0 

17 

1.09 

OCAL 

2005.0** 

-1 

6201.0 

4 

59.0 

-16 

211.0 

10 

2.9 

3.5 

4,5 

53 

0.43 

X-MARATHON  GROUP 

3492.0 

0 

10357.0 

11 

97.0 

-5 

282.0 

-1 

2.8 

2.9 

9,6 

17 

1.09 

LERO  ENERGY 

740.4 

28 

2175.5 

71 

22.6 

80 

46.9 

103 

3.1 

2.2 

3,8 

27 

0.89 

STAR  RESOURCES 

169.3** 

-14 

527.3 

-12 

18.9 

-39 

64.2 

-41 

11.2 

15.7 

172,9 

27 

1.07 

PETROLEUM  SERVICES 

OUP  COMPOSITE 

4207.5 

13 

11995.8 

9 

278.5 

28 

749.6 

46 

6.6 

5.8 

12.6 

22 

2.37 

LLIBURTON 

1489.8** 

11 

4151.3 

3 

58.8 

39 

161.9 

223 

4.6 

3.7 

14,4 

17 

2.53 

HLUMBERGER 

1918.8 

17 

5558.2 

13 

158.8 

24 

482.5 

26 

8.8 

8.3 

13,1 

24 

2.54 

ITH  INTERNATIONAL 

229.4** 

26 

535.0 

39 

11.7 

26 

32.7 

29 

5.1 

5.2 

15.5 

15 

1.10 

STERN  ATLAS 

569.4 

2 

1541.3 

2 

29.2 

35 

72.6 

29 

5.1 

3.9 

7.3 

27 

1.75 

!  HEALTH  CARE 

OUSTRY  COMPOSITE 

54346.9 

16 

161685.5 

19 

5552.7 

12 

17048.5 

18 

10.2 

10.6 

25.2 

21 

2.52 

1  DRUG  DISTRIBUTION 

OUP  COMPOSITE 

13708.1 

12 

42265.6 

16 

202.5 

23 

789.1 

49 

1.5 

1.3 

10.6 

30 

1.05 

BOR  DRUGS  (5) 

179.9 

13 

539.8 

14 

5.6 

8 

18.4 

82 

3.1 

3.3 

15.8 

19 

0.94 

IDLEY  WESTERN  INDUSTRIES 

1121.5 

11 

3351.5 

15 

3.5 

5 

11.9 

12 

0.3 

0.3 

8.4 

12 

1.40 

RDINAL  HEALTH  (6) 

2033.0 

12 

5053.5 

23 

20.5 

28 

68.5 

189 

1.0 

0.9 

15.3 

27 

2.10 

<ERD  (11) 

1138.7 

7 

3560.9 

8 

12.1 

101 

87.4 

27 

1.1 

0.6 

NM 

15 

2.58 

''S  (11) 

269.8 

7 

822.3 

10 

1.0 

-52 

7.5 

-27 

0.4 

1.0 

9.2 

17 

0.48 

<GS  DRUG  STORES  (11) 

646.4 

3 

1981.4 

2 

12.5 

4 

43.0 

3 

1.9 

1.9 

9.6 

17 

2.40 

KESSON  (9) 

3348.4** 

3 

10032.5 

4 

31.7 

85 

104.1 

39 

0.9 

0.5 

-15.5 

NM 

-4.00 

i^CO  D.S.  (7) 

1076.7 

55 

3787.0 

78 

8,4 

45 

58.7 

52 

0.8 

0.8 

8.2 

25 

0.97 

'E  AID  (10) 

1328.4 

28 

4037.0 

28 

30.9 

14 

122.5 

812 

2.3 

2.6 

14.3 

15 

1.78 

iLGREEN  (4) 

2565.2 

12 

7989.5 

12 

76,3 

10 

266.8 

12 

3.0 

3.0 

18.4 

22 

1,30 
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CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


MARGINS 


3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

QUARTFR 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

SMIL 

% 

SMIL 

% 

$MIL 

% 

SMIL 

% 

% 

RETURN  ON 
COMMON 
EQUITY 
12  MONTHS 
ENDING 
9-30 


1 

PRICE-  MON 
EARNINGS  EARN 
RATIO  PE 
10-20  SHA 


(B)  DRUGS  &  RESEARCH 

GROUP  COMPOSITE 

21164.7 

17 

62710.6 

20 

3503.6 

7 

10869.9 

17 

16.6 

18.1 

29.5 

20 

3. 

ALLERGAN 

273.6 

1 3 

754. 1 

13 

34.2 

13 

32.9 

-57 

12.5 

12.5 

11.3 

30 

AMERICAN  HOME  PRODUCTS 

3257.8 

44 

10048.1 

57 

276.5 

-33 

1598.8 

42 

8.5 

18.3 

37.0 

14 

6. 

AMGEN 

493.3 

16 

1426.4 

18 

145.8 

28 

392.1 

25 

29.5 

25.7 

25.2 

33 

1. 

BRISTOL-MYERS  SQUIBB 

3413.0 

16 

10159.0 

16 

590.0 

11 

1954.0 

12 

20.2 

21.2 

33.0 

19 

4. 

GENENTECH 

223.9** 

16 

695.9 

18 

40.2 

20 

120.8 

14 

18.0 

17.3 

9.5 

43 

1. 

LILLY  (ELI) 

1631.9 

8 

4964.0 

19 

310.5 

5 

995.3 

9 

19.0 

19.6 

21.2 

22 

4. 

MERCK 

4171.1 

10 

12124.1 

9 

851.9 

10 

2477.4 

11 

20.7 

20.7 

28.6 

23 

2. 

PFIZER 

2624.3 

26 

7509.2 

26 

425.3 

26 

1162.0 

20 

16.2 

16.2 

31.0 

25 

2. 

RHONE-POULENC  RORER 

1212.7 

7 

3552.4 

15 

112.1 

-2 

298.7 

54 

9.2 

10.1 

27.4 

15 

3. 

SCHERING-PLOUGH 

1256.8 

15 

3813.5 

13 

252.6 

12 

813.5 

14 

20.1 

20.7 

56.7 

20 

2. 

UPJOHN 

830.6** 

3 

2474.0 

2 

140.4 

0 

407.9 

7 

15.9 

17.3 

20.2 

17 

2. 

WARNER-LAMBERT 

1775.7 

6 

5179.9 

10 

214.0 

26 

516.4 

11 

12.1 

10.1 

36.3 

16 

5. 

(C)  HEALTH-CARE  SERVICES 

GROUP  COMPOSITE 

6281.3 

31 

17055.3 

28 

341.2 

29 

864.1 

12 

5.4 

5.5 

14.8 

18 

1. 

BEVERLY  ENTERPRISES 
HEALTH  CARE  &  RETIREMENT 
HEALTHSOUTH 

HORIZON/CMS  HEALTHCARE  (7) 


834.9 
181.8 

392.7 

431.4* 


9 
17 

23 
13 


2420.9 
530.0 

1109.7 
777.6 


10 
16 
23 
29 


24.8 
12.8 
27.1 
-28.9 


5 
18 
58 
NM 


55.5 
37.3 
44.9 
-11.4 


-3 
20 
-1 
NM 


3.0 
7.1 
5.9 
NM 


3.1 
7.0 
5.1 
3.2 


7.8 
13.5 
11.6 
-1.0 


18 
22 
42 
53 


LABORATORY  CORP.  OF  AMERICA  HOLDINGS  417  5  68  1028.6  51  14.4  NM  -4.4 

MANOR  CARE  (7)  373.4  16  1049.7  15  28.4  17  73.5 

NOVACARE  (6)  198.1  -14  540.5  -1  8.0  -28  50.0 

ORNDA  HEALTHCORP  (4)  484.1**  24  1424.7  42  16.0  NM  58.0 


NM 

17 


NM 


3.5 

7.5 
4.0 
3.3 


0.1 
7.6 
4.8 
NM 


0.8 
15.1 
12.1 
19.5 


NM 
21 
7 
12 


QUORUM  HEALTH  GROUP  (6) 
TENET  HEALTHCARE  (7) 
U.S.  HEALTHCARE 
UNITED  WISCONSIN  SERVICES 
UNIVERSAL  HEALTH  SERVICES 


253.7 
1283.9 
927.7* 
267.9* 
234.1* 


31 
94 
23 
38 
22 


711.9 
3300.3 
2528.2 
764.2 
669.0 


25 
59 
20 
41 
16 


14.5 
118.3 

92.2 
6.3 
7.2 


27 
85 
-9 
-27 
24 


45.3 
202.1 
279.8 
4.8 

28.6 


35 
22 
-1 
-80 
18 


5.7 
9.2 
9.9 
2.4 
3,1 


5.9 
9.7 
13.4 
4.4 
3.0 


15.9 
12.5 
45.1 
5.7 
11.7 


18 
13 
15 
22 
15 


(D)  MEDICAL  PRODUCTS 


GROUP  COMPOSITE 

13192.9 

12 

39654.2 

16 

1505.5 

19 

4525.5 

19 

11.4 

10.8 

24.0 

22 

2.- 

ABBOn  LABORATORIES 

2390.8 

5 

7415.5 

11 

382.1 

9 

1223.3 

12 

16.0 

15.6 

38.8 

20 

2.( 

BARD  (C.R.) 

273.5 

6 

834.0 

7 

14.1 

-39 

63.6 

-10 

5.2 

8.9 

14.1 

23 

1.; 

BAUSCH  &  LOMB 

475.8 

5 

1477.8 

8 

43.5 

455 

115.4 

51 

9.1 

1.7 

5.6 

39 

0.' 

BAXTER  INTERNATIONAL 

2456.0 

5 

7239.0 

5 

163.0 

9 

473.0 

12 

6.6 

6.4 

17.5 

18 

2.; 

BOSTON  SCIENTIFIC 

232.8 

29 

575,8 

28 

47.0 

29 

24.3 

-54 

20.2 

20.2 

8.1 

NM 

0.' 

GUIDANT 

234.1 

8 

683.0 

9 

28.0 

8 

70.3 

2 

12.0 

11.9 

30.5 

25 

1.; 

JOHNSON  &  JOHNSON 

4738.0 

17 

13996.0 

20 

623.0 

19 

1938.0 

19 

13.2 

13.0 

27.0 

22 

3.! 

MALLINCKRODT  GROUP  (6) 

492.1 

10 

1700.2 

15 

35.7 

17 

144.5 

119 

7.3 

6.8 

15.9 

15 

2.;, 

MEDTRONIC  (8) 

523.8 

30 

1454.2 

29 

99.7 

53 

258.9 

37 

19.0 

16.1 

23.0 

25 

2.:! 

OWENS  &  MINOR 

739.0 

7 

2229.8 

34 

-8.6 

NM 

-2.3 

NM 

NM 

0.2 

-0.5 

NM 

-0.(T 

ST  JUDE  MEDICAL 

176.0 

182 

542.0 

177 

31.9 

30 

95.6 

24 

18.1 

39.2 

14.5 

29 

2.(, 

STRYKER 

205.4 

18 

647.9 

36 

20.1 

20 

61.3 

20 

9,8 

9.6 

20.7 

28 

U.S.  SURGICAL 

254  8 

9 

759.0 

10 

25.9 

96 

59.4 

347 

10.2 

5.6 

6.3 

31 

a*! 

13  HOUSING  &  REAL  ESTATE 

INDUSTRY  COMPOSITE 

12271.3 

9 

34878.0 

11 

776.4 

23 

1980.0 

49 

6.3 

5.6 

19.9 

14 

(A)  BUILDING  MATERIALS 

GROUP  COMPOSITE 

8834.2 

8 

25452.1 

12 

651.5 

27 

1665.2 

78 

7.4 

6.3 

25.1 

14 

AMERICAN  STANDARD 

1316.0 

11 

3910.0 

18 

43.0 

287 

119.0 

NM 

3.3 

0.9 

NM 

52 

LAFARGE 

510.5 

-3 

1103.3 

-5 

85.9 

19 

93.5 

93 

16.8 

13.7 

14.6 

10 

MARTIN  MARIEHA  MATERIALS 

191.1 

32 

497.0 

32 

23.4 

6 

51.5 

14 

12.2 

15.3 

16.4 

14 

NORTEK 

193.6 

-2 

572.5 

2 

5.2 

-19 

10.9 

-14 

2.7 

3.2 

12,3 

7 

OWENS-CORNING  FIBERGLAS 

927.0 

-1 

2648.0 

7 

70.0 

32 

155.0 

432 

7.5 

5.7 

NM 

10 

PPG  INDUSTRIES 

1724.1 

9 

5335.3 

14 

170.4 

17 

605,4 

67 

9.9 

9.2 

28.7 

12 

RPM  (7) 

279.1 

10 

789.4 

20 

19.5 

7 

47.1 

12 

7.0 

7.3 

17.4 

18 

SHERWIN-WILLIAMS 

911.4 

4 

2532.9 

6 

74.9 

5 

155.9 

7 

8.2 

8.1 

17.6 

15 

2  -  ' 

SOUTHDOWN 

170.4" 

8 

444,5 

6 

14.5 

69 

34.2 

76 

8.5 

5.4 

17.5 

8 

TECUMSEH  PRODUCTS 

392.7 

11 

1333.5 

14 

24.9 

-7 

95-1 

4 

6,3 

7.6 

14.4 

9 

TEXAS  INDUSTRIES  (7) 

232.1** 

16 

561.5 

17 

17.1 

59 

42.4 

44 

7,4 

5.4 

15.9 

11 

4.f  * 

USG 

629.0 

1 

1842.0 

9 

-2.0 

NM 

-7.0 

NM 

NM 

NM 

NM 

NM 

-0.5* 
 i[ 

VALSPAR  (2) 

216.3 

6 

584.5 

-3 

15.5 

5 

33.0 

-1 

7.2 

7.2 

22.7 

20 

2.(  • 

VULCAN  MATERIALS 

422.0 

17 

1099.2 

22 

59.1 

57 

122.8 

86 

14.0 

10.4 

20.2 

13 

4;i! 

YORK  INTERNATIONAL 

719.0 

20 

2098.3 

19 

30.0 

33 

84.3 

24 

4.2 

3.8 

13.2 

16 

2:«i" 

(B)  CONSTRUCTION  &  REAL  ESTATE 

 1 

li 

GROUP  COMPOSITE 

3437.1 

12 

9425.8 

7 

124.8 

8 

314.8 

-19 

3.6 

3.8 

10.2 

16 

CENTEX (9) 

785.8** 

-8 

2283.9 

-9 

14.6 

-14 

31.3 

-55 

1.9 

2.0 

6.5 

21 

1.!  I! 

CHAMPION  ENTERPRISES 

226.8 

34 

523.9 

38 

9.6 

18 

24.1 

15 

4.2 

4.8 

27.4 

14 

l.J  • 

CLAYTON  HOMES  (6) 

215.3 

28 

627.5 

22 

22.6 

24 

73.2 

27 

10.5 

10.8 

16.8 

22 

1.: 

HOVNANIAN  ENTERPRISES  (2) 

173.2** 

38 

446.0 

-11 

2.1 

NM 

3.5 

-79 

1.2 

NM 

-1.0 

NM 

-0.(  * 

KAUFMAN  &  BROAD  HOME  (1) 

372.3 

7 

917.5 

-2 

6.9 

-36 

11.1 

-54 

1.8 

3.1 

4.2 

18 

LENNAR  (1) 

204.7** 

3 

595.4 

0 

15.7 

-15 

50.4 

-2 

7.7 

9.3 

11.9 

12 

l.i  !! 

M.D.C.  HOLDINGS 

234.6'* 

9 

542.4 

11 

5.5 

2 

13.9 

-7 

2.4 

2.5 

9.3 

9 

0.<  i 

PULTE 

543.3** 

20 

1361.7 

12 

15.3 

-9 

25.3 

-44 

3.0 

4.0 

5.0 

19 

I.!:* 
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IRPORATE  SCOREBOARD 


MPANY  SALES  PROFITS 


3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

ENDING 

RATIO 

PER 

$MIL. 

% 

SMIL, 

% 

SMIL 

% 

SMIL 

% 

% 

% 

9  30 

10-20 

SHARE 

L  BROTHERS  (2) 

186.9** 

56 

446,7 

36 

15.2 

91 

32.9 

58 

8.2 

6.7 

20.2 

12 

1.44 

.  HOME 

286.7** 

12 

809.2 

12 

9.8 

7 

25.8 

10 

3.4 

3.6 

11.7 

8 

3.04 

3B  (DEL) (6) 

206.3** 

27 

670.5 

46 

6.5 

23 

23.1 

42 

3.2 

3.3 

13.0 

10 

1.91 

LEISURE  TIME  INDUSTRIES 

lUSTRY  COMPOSITE 

19086.6 

9 

51322.8 

11 

1422.2 

3 

3813.2 

12 

7.5 

7.9 

16.2 

22 

1.58 

EATING  PLACES 

DUP  COMPOSITE 

4657.9 

13 

10854.9 

15 

458.7 

-3 

1262.6 

11 

9.8 

11.5 

18.8 

21 

1.68 

EVANS  FARMS  (8) 

205.9 

4 

580  5 

y 

14  4 

g 

40  6 

g 

7  0 

6  7 

13  9 

13 

1  30 

tJKER  INTERNATIONAL  (6) 

289.5 

1 7 

838.0 

18 

15  6 

-16 

53  7 

2 

5  4 

7  5 

14.0 

1 3 

0.95 

CKER  BARREL  OLD  COUNTRY  STORE  (5)  221.2 

21 

598.1 

22 

23.1 

9 

50.4 

16 

10,4 

11,6 

14,0 

17 

1.09 

DEN  RESTAURANTS  (7) 

836.0 

6 

NA 

NA 

-12.1 

NM 

NA 

NA 

NM 

4.1 

NA 

NA 

IMA 

lONALD'S 

2580.1 

16 

7209  0 

19 

400  1 

14 

1060  5 

16 

15  5 

15  7 

18  9 

22 

1 .89 

tRI^ON  RESTAURANTS  (7) 

272.2** 

13 

813.5 

-6 

9.5 

-61 

35.0 

-29 

3.5 

10.2 

18.7 

13 

1.33 

INEY'S  (2) 

253.1 

-2 

815.7 

0 

8.2 

-46 

22.4 

-44 

3.2 

5.8 

NM 

11 

0.89 

ENTERTAINMENT 

)UP  COMPOSITE 

364.1 

13 

981.6 

19 

14.8 

15 

62.2 

201 

4.1 

4.0 

18.8 

17 

0.92 

;  ENTERTAINMENT  (9) 

185.1 

12 

467.8 

10.5 

43 

34  6 

194 

5  7 

4  5 

20  9 

g 

1  98 

D  GAMING  (6) 

179.1 

14 

513.8 

30 

4.2 

-24 

27.6 

210 

2.3 

3.5 

1 7.3 

24 

0.51 

HOTEL  &  MOTEL 

)UP  COMPOSITE 

3597.7 

6 

10830.8 

6 

190.5 

-8 

599.8 

11 

5.3 

6.0 

13.9 

23 

1.48 

:US  CIRCUS  ENTERPRISES  (11) 

326.8 

9 

900.6 

5 

7.3 

-80 

77.5 

-18 

2.2 

12.2 

10.1 

21 

1.30 

RAH'S  ENTERTAINMENT 

425.8 

16 

1171.6 

18 

51.3 

68 

115.4 

40 

12.1 

8,3 

14.9 

33 

0.81 

ON  HOTELS 

385.7** 

1 

1191.8 

8 

24.8 

-8 

109.7 

31 

6.4 

7.1 

12.4 

22 

3.05 

IRIOTT  INTERNATIONAL 

1926.0 

6 

6051.0 

6 

46.0 

24 

157.0 

23 

2,4 

2,0 

25.0 

22 

1.74 

A  GRAND 

198.3 

-5 

528.6 

-7 

15.9 

-55 

14.8 

-75 

8.0 

17,0 

5.3 

40 

0.59 

AGE  RESORTS 

335.2 

0 

987.2 

5 

45,2 

14 

125.5 

35 

13.5 

11,7 

14.2 

20 

1.65 

OTHER  LEISURE 

)UP  COMPOSITE 

10466.8 

8 

28655.5 

11 

758.3 

11 

1888.6 

12 

7.2 

7.1 

15.4 

22 

1.58 

:rican  greetings  (lo) 

431.2 

7 

1370.0 

6 

15.0 

12 

95.7 

11 

3.5 

3,3 

13,0 

15 

2,07 

NSWICK 

725.7 

10 

2339.1 

14 

34.7 

18 

112.0 

1 

4.8 

4,4 

13.4 

15 

1.35 

nival  (1) 

672.6 

12 

1545.2 

11 

209.5 

24 

366.8 

18 

31.1 

28.1 

20.9 

16 

1.54 

EMAN 

211.8** 

30 

747.1 

25 

9,1 

NM 

49.9 

44 

4.3 

NM 

16.2 

20 

1.83 

TMAN  KODAK 

3813.0 

8 

10888.0 

12 

338.0 

75 

977.0 

54 

8.9 

5.5 

19.9 

23 

2.63 

;TW00D  enterprises  (8) 

718.6 

-6 

2099.5 

3 

22.8 

-22 

57.0 

-12 

3.2 

3.8 

12.5 

12 

1.67 

LEY-DAVIDSON 

427.0 

11 

1303.2 

15 

23.7 

0 

80.7 

2 

5.6 

6.2 

22,7 

20 

1.40 

MAN  INTERNATIONAL  INDUSTRIES  (6)  300.5 

31 

953.4 

35 

5.9 

41 

31,0 

41 

2.0 

1.8 

14,9 

18 

2.67 

BRO 

826.2 

4 

1834.5 

6 

63.6 

-15 

70.4 

-32 

7.7 

9.4 

10.4 

18 

1.66 

TEL 

1176.5 

13 

2483.5 

14 

151.3 

15 

245.8 

15 

12.9 

12.7 

24.5 

21 

1.27 

ilCUND  STORES 

357.6 

18 

1035.7 

23 

-144.6 

NM 

-158.4 

NM 

NM 

NM 

-78,0 

NM 

-3.94 

(ROID 

580.0 

1 

1562.1 

-4 

23.7 

-19 

-29.2 

NM 

4.1 

5.1 

3.6 

71 

0.59 

OTOYS 

225.3 

-6 

494.0 

-2 

5.5 

NM 

-10.0 

NM 

2.5 

NM 

-9.1 

NM 

-0.74 

MANUFACTURING 


USTRY  COMPOSITE 

40713.8 

14 

119146.6 

16 

2342.5 

16 

6788.6 

16 

5.8 

5.7 

19.0 

16 

2.43 

GENERAL  MANUFACTURING 

)UP  COMPOSITE 

15382.3 

13 

44758.7 

16 

1023.6 

14 

2601.1 

4 

6.7 

6.6 

16.7 

19 

2.10 

RY  DENNISON 

783.5 

7 

2337.2 

10 

35,8 

29 

106,0 

31 

4,6 

3,8 

17.2 

18 

2.51 

LISLE 

215.5 

18 

605.3 

16 

12.5 

22 

33.5 

24 

5,8 

5,6 

15.1 

15 

2.69 

NING 

1568.8** 

9 

3982.7 

14 

83.5 

9 

-134.3 

NM 

5,3 

5,3 

-5.0 

NM 

-0.46 

ACELL  INTERNATIONAL  (6) 

538.9 

10 

1395.6 

10 

53.6 

1 

125.3 

14 

9,9 

10,8 

18,7 

26 

1.95 

-:ral  signal 

207.9 

15 

594.4 

23 

14.6 

18 

39.9 

21 

7,0 

6,9 

22.9 

19 

1.17 

SCOT 

374.1 

8 

1108.3 

10 

18,4 

-18 

68.4 

17 

4,9 

6,4 

15.3 

16 

3,45 

ENBRAND  industries  (1) 

398.7 

6 

1199,9 

5 

25.9 

NM 

81.1 

56 

6.5 

Nfl 

16.5 

19 

1.72 

m$  TOOL  WORKS 

1045.1 

20 

3064.9 

21 

100.0 

40 

281.3 

46 

9.6 

8._' 

20.1 

19 

3,15 

^SON  CONTROLS  (3) 

2241.3 

21 

6472.7 

22 

67,0 

20 

154.6 

22 

3.0 

3.0 

17.9 

13 

4.53 

!K  IV  INDUSTRIES  (10) 

509.5 

43 

1513.0 

45 

24,1 

44 

66.3 

46 

4,7 

4.7 

12.6 

13 

1.47 

NESOTA  MINING  &  MFG. 

4069.0 

7 

12291.0 

10 

344.0 

1 

1073.0 

8 

8.5 

8.9 

19,3 

17 

3.35 

fELL 

651.3 

18 

1829,2 

23 

65.1 

12 

156.1 

17 

10,0 

10.5 

18,4 

18 

1.38 

KER  HANNIFIN  (6) 

839.1 

18 

2602,7 

25 

57.4 

31 

190.9 

191 

6,8 

6.1 

19.5 

10 

3.42 

^RIS  INDUSTRIES 

291.4 

13 

831,6 

42 

18.5 

-14 

44.0 

25 

6.4 

8.4 

102,0 

6 

4.61 

BERMAID 

641.5 

11 

1762.2 

10 

50.3 

-25 

133.2 

-23 

7.8 

11.5 

15.2 

22 

1.18 

LED  AIR 

178.5 

36 

534.0 

42 

13.4 

30 

37.6 

42 

7.5 

7.9 

65.9 

22 

1.17 

:flex 

210.3 

9 

671,1 

13 

8.3 

12 

33,9 

19 

3.9 

3.8 

13,9 

15 

2.63 

lOVA 

441.4 

1 

1441.7 

8 

19.0 

26 

74.9 

57 

4.3 

3.5 

23.8 

9 

3.14 

TS  INDUSTRIES  (6) 

175.3 

15 

521,3 

26 

12.1 

7 

35.3 

13 

6.9 

7.5 

11,5 

14 

1.57 

IMACHINE  &  HAND  TOOLS 

)UP  COMPOSITE 

3480.3 

9 

10057.5 

12 

119.1 

-7 

389.0 

17 

3.4 

4.0 

14.4 

17 

2.07 

:K  &  DECKER 

1376.8 

4 

3905.6 

8 

43.5 

48 

104.0 

55 

3.2 

2.2 

13.5 

19 

1.77 

AHER 

404.5 

24 

1172.5 

26 

28.8 

25 

77.9 

37 

7,1 

7.1 

19.4 

19 

1.72 

IINGS  &  LEWIS 

195.9 

18 

521.6 

20 

8.5 

-13 

25.0 

4 

4.4 

5.9 

9.6 

12 

1.43 
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CORPORATE  SCOREBOARD 


COMPANY  SALES  PROFITS 


MARGINS 

3RD  CHANGE  9  CHANGE         3RD        CHANGE  9  CHANGE        3RD  3RD 

QUARTER         FROM  MONTHS        FROM       QUARTER       FROM        MONTHS        FROM       QUARTER  QUARTER 

1995  1994  1995  1994  1995  1994  1995  1994  1995  1994 

$MIL  %  $MIL  %  $MIL  %  $MIL  %  %  % 


NACCO  INDUSTRIES 

538.3 

12 

1558.3 

20 

13.7 

24 

41.2 

79 

2.5 

2.3 

20.6 

8 

7 

SNAP-ON 

309.1** 

11 

945.0 

8 

26.3 

15 

82.5 

15 

8.5 

8.2 

15.0 

16 

2 

STANLEY  WORKS 

655.7 

4 

1954.5 

6 

-1.7 

NM 

58.5 

-36 

NM 

5.1 

12.3 

22 

2 

(C)  SPECIAL  MACHINERY 

GROUP  COMPOSITE 

18598.0 

18 

54872.9 

18 

1116.6 

27 

3525.1 

29 

6.0 

5.5 

22.8 

13 

3. 

AGCO 

498,7 

4 

1526.6 

72 

36.2 

14 

95.5 

53 

7  3 

6.6 

30.0 

7 

6 

ArrLlLU  IVlHltKIALO  [Z) 

QQ7  7 

74 

1  jy 

298.7 

98 

1 5.5 

13.2 

22.5 

23 

2 

BRIGGS  &  STRATTON  (6) 

189.5 

-17 

934.6 

-5 

-3.3 

NM 

56.4 

-29 

NM 

5.0 

20.5 

13 

3 

CASE 

1 182  ,0  *  • 

14 

3778.0 

17 

88.0 

203 

268.0 

125 

7.4 

2.8 

22,7 

9 

4 

CATERPILLAR 

3733.0 

6 

11859.0 

14 

213,0 

-13 

836.0 

24 

5.7 

7.0 

33,0 

10 

5 

uuLi  CO  inuuo  1  nico 

C 

D 

1  s? 

-y^ 

O  7 

U.D 

7  Q 
/  .0 

NM 

10 

1 

DEERE  C  ) 

2699.5" 

16 

7645.9 

17 

180,0 

14 

555.5 

28 

6,7 

6.8 

23.9 

1 1 

8 

DOVER 

934  5 

16 

2736.8 

22 

71,1 

37 

209.8 

43 

7,6 

6.4 

23.7 

17 

2 

1437.4 

20 

3990.9 

45,0 

19 

128.7 

-55 

3.1 

3.2 

12.9 

20 

1 

FMC 

1156.0 

15 

3299.9 

11 

57.1 

65 

187.2 

26 

4.9 

3.4 

37.1 

13 

5 

GOULDS  PUMPS 

191.5 

24 

532.2 

21 

8.9 

74 

22.6 

57 

4.7 

3.3 

13.1 

20 

1 

HARNISCHFEGER  INDUSTRIES  (2) 

580.4** 

49 

1590.7 

44 

37,6 

369 

73.2 

336 

6.5 

2.1 

15.4 

16 

1 

INGERSOLL-RAND 

1521.3 

37 

4099.0 

25 

61.8 

28 

174.7 

31 

4.1 

4.3 

15.3 

15 

2 

LAM  RESEARCH  (6) 

263.2 

63 

739.5 

69 

30.5 

102 

85.7 

136 

116 

9.3 

24.5 

16 

3 

PENTAIR 

353.3 

9 

1025.4 

11 

15.3 

12 

42.5 

20 

4.3 

4.2 

12.3 

17 

2 

STEWART  &  STEVENSON  SERVICES  (11) 

319.8 

11 

896.7 

13 

16.9 

3 

51.4 

6 

5.3 

5.7 

15.4 

13 

2 

TIMKEN 

519.5 

11 

1674.2 

17 

19.0 

33 

84.5 

98 

3.7 

3,1 

14.0 

12 

3 

TYCO  INTERNATIONAL  (6) 

1216.2 

15 

3599.0 

15 

65.7 

23 

202.2 

29 

5.4 

5,1 

14,0 

21 

3 

VARITY  (11) 

572.4 

14 

1807.3 

22 

32.7 

44 

103.0 

47 

5.7 

4.5 

16.2 

13 

3 

(D)  TEXTILES 

GROUP  COMPOSITE 

3253.1 

7 

9457.6 

8 

83.2 

-29 

273.4 

-A 

2.6 

3.9 

16.0 

15 

1. 

COLLINS  &  AIKMAN  (U) 

352.8 

-2 

1127.1 

3 

15.4 

111 

69.0 

NM 

4.4 

2.0 

NM 

6 

1 

CONE  MILLS 

231.7 

14 

690.9 

15 

5.9 

-31 

8.6 

-70 

2.5 

4.2 

7.0 

25 

0 

FIELDCREST  CANNON 

280.5 

0 

810.6 

6 

-0.0 

NM 

2.0 

-90 

NM 

3.0 

3.3 

22 

0 

INTERFACE 

203.3 

10 

597.4 

13 

5.3 

25 

14.4 

34 

2.6 

2.3 

7.8 

16 

1 

MOHAWK  INDUSTRIES 

425.3 

13 

1233.5 

15 

6.6 

-50 

16.6 

-35 

1.6 

3.5 

8.5 

23 

0 

SHAW  INDUSTRIES 

748.4 

2 

2163.2 

4 

21.9 

-34 

45.1 

-56 

2.9 

4.5 

10.5 

24 

0 

SPRINGS  INDUSTRIES 

623.7 

17 

1639.5 

7 

21.3 

9 

45.6 

18 

3.4 

3.7 

9.9 

11 

3 

UNIFI  (6) 

387.4 

8 

1195.4 

12 

6.8 

-70 

72.1 

31 

1.7 

6.3 

17.1 

17 

1 

16  METALS  &  MINING 

INDUSTRY  COMPOSITE 

22595.7 

15 

67526.5 

19 

1173.0 

46 

4343.8 

166 

5.2 

4.1 

20.2 

10 

2. 

(A)  ALUMINUM 

GROUP  COMPOSITE 

7061.8 

22 

20474.7 

25 

404.6 

280 

1211.6 

NM 

5.7 

1.8 

21.3 

9 

4. 

ALUMAX 

767,7 

10 

2187.5 

10 

43.0 

326 

192.6 

NM 

5.6 

1.4 

17.1 

6 

5 

ALUMINUM  CO.  OF  AMERICA 

3264,8 

27 

9391.9 

29 

226.4 

223 

639.6 

752 

6.9 

2.7 

23.9 

9 

5 

KAISER  ALUMINUM 

550.3 

19 

1646.7 

23 

12.5 

NM 

39.3 

NM 

2.3 

NM 

-27.4 

NM 

-0 

MAXXAM 

638.0 

17 

1892.6 

20 

10.7 

NM 

35.1 

NM 

1.7 

NM 

NM 

30 

1 

REYNOLDS  METALS 

1841.0 

20 

5356.0 

26 

112.0 

81 

305.0 

475 

6.1 

4.0 

16.2 

10 

5 

(B)  STEEL 

GROUP  COMPOSITE 

11402.1 

6 

34992.1 

11 

537.7 

7 

1872.3 

61 

4.7 

4.7 

22.4 

8 

2. 

AK  STEEL  HOLDING 

524.3 

5 

1730.6 

18 

67.2 

63 

213.9 

148 

12.8 

8.2 

65.2 

2 

14 

ALLEGHENY  LUDLUM 

373.6 

42 

1159.4 

55 

30.1 

192 

93.4 

NM 

8.1 

3.9 

29.3 

11 

1 

ARMCO 

404.1 

10 

1163.1 

6 

-2.1 

NM 

31.9 

-47 

NM 

6.2 

NM 

28 

0 

BETHLEHEM  STEEL 

1224.7 

-1 

3715.6 

3 

34,4 

234 

147.2 

199 

2.8 

0.8 

11.0 

11 

1 

BIRMINGHAM  STEEL  (6) 

207.3 

-5 

669.0 

3 

8,2 

-33 

34.3 

30 

3.9 

5.5 

10.1 

10 

1 

CARPENTER  TECHNOLOGY  (5) 

184.5 

18 

613.5 

21 

11,9 

141 

44.6 

35 

6.5 

3.2 

20.3 

12 

3J 

COMMERCIAL  METALS  (4) 

595.9** 

33 

1703.0 

33 

10,2 

13 

31.8 

56 

1.7 

2.0 

12.6 

10 

2. 

INLAND  STEEL  INDUSTRIES 

1128.5 

0 

3659.7 

10 

20,0 

-35 

121.9 

71 

1.8 

2.7 

18.2 

8 

2. 

J&L  SPECIALTY  STEEL 

221.0 

18 

704.1 

32 

22,6 

34 

71.9 

82 

10.2 

9.0 

23.2 

8 

2. 

LTV 

1040.2 

-1 

3238.3 

4 

43,2 

27 

150,0 

69 

4.2 

3.2 

13.7 

8 

1. 

LUKENS 

254.7 

10 

786.4 

13 

8.7 

18 

27.3 

139 

3.4 

3.2 

12.7 

12 

2. 

NATIONAL  STEEL 

724.8 

6 

2214.1 

13 

15.6 

-75 

90.6 

-36 

2.2 

9.1 

21.7 

5 

2. 

NORTHWESTERN  STEEL  &  WIRE  (5) 

172.5 

10 

484.9 

8 

17.1 

397 

22.7 

236 

9.9 

2.2 

44.4 

8 

1. 

NUCOR 

860.5 

9 

2582.4 

19 

63.0 

-2 

200.2 

34 

7.3 

8.2 

22.2 

15 

3 

OREGON  STEEL  MILLS 

188.5 

-2 

526.6 

-19 

2.0 

NM 

9.6 

45 

1.0 

NM 

5.4 

20 

0, 

OUANEX  (2) 

228.2 

26 

662.4 

32 

9.6 

66 

24.1 

113 

4.2 

3.2 

16.1 

10 

1, 

ROUGE  STEEL 

282.6 

-2 

901.4 

-3 

33.6 

19 

84.9 

11 

11.9 

9.8 

32.8 

4 

5, 

USX-U.S.  STEEL  GROUP 

1609.0 

7 

4809.0 

9 

85.0 

-6 

240.0 

116 

5.3 

6.0 

33.3 

8 

3, 

WCI  STEEL  (2) 

170.7 

-7 

523.6 

1 

9.4 

31 

31.4 

59 

5.5 

3.9 

56.3 

4 

1, 

WEIRTON  STEEL 

341.4 

15 

1015.2 

6 

7.2 

NM 

52.2 

203 

2.1 

NM 

49.6 

3 

1,' 

WHX 

339.4 

10 

1029.9 

19 

19.3 

3 

63.7 

-6 

5.7 

6.0 

8.0 

5 

2 

WORTHINGTON  INDUSTRIES  (7) 

325.7 

-6 

1099.8 

5 

21.5 

-15 

84.5 

19 

6.6 

7.4 

18.7 

14 

1 

(C)  OTHER  METALS 

GROUP  COMPOSITE 

4131.7 

33 

12059.8 

39 

230.7 

19 

1259.9 

152 

5.6 

6.2 

16.6 

13 

2. 

ASARCO 

819.7 

60 

2398.2 

66 

58.3 

NM 

180.4 

NM 

7.1 

NM 

13.0 

6 

5 

CYPRUS  AMAX  MINERALS 

786.0 

2 

2468.0 

20 

-203.0 

NM 

28.0 

-72 

NM 

6.2 

3.1 

32 

0 

FREEPORT-McMORAN 

243.1 

28 

730.9 

30 

0.6 

NM 

10.1 

NM 

0.3 

NM 

NM 

NM 

-0 

FREEPORT-McMORAN  COPPER  &  GOLD 

469.8 

50 

1300.1 

51 

74,1 

176 

185.7 

148 

15.8 

8.6 

44.4 

27 

0 
-I 

1 
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RETURN  ON 

COMMON  1 

EQUITY       PRICE-  MON 

12  MONTHS  EARNINGS  EAR^ 

ENDING        RATIO  PI 

9-30         10-20  SHi 


JUST  ONE  OF  THE 

30,000  BOTTLES  OF  WINE 

WE  WILL  SERVE 

its  youth,  or  middle  age.  Chateau 
Lascombes  is  just  one  of  the  many 
excellent  wines  we  serve.  It's  just 
one  more  pleasant  surprise  you'll 
find  on  Korean  Air,  and  one  more 
reason  you  should  fly  with  us. 


THIS  YEAR 

Excelling  in  its  subtlety,  it  possesses  a  light  and  indefinable  bouquet, 
underlining  feminine  qualities  slightly  reminiscent  of  violets.  Best  drunk  in 


KSREANAIR 


CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


MARGINS 


3R0 

9 

CHANGE 

3RD 

9 

3RD 

3RD 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

$MIL 

% 

$MIL 

% 

SMIL 

% 

SMIL. 

% 

% 

MAGMA  COPPER 

392.6 

73 

1051.7 

69 

51.9 

132 

158.1 

213 

13.2 

9.8 

MUELLER  INDUSTRIES 

171.5 

24 

524.7 

33 

11.6 

36 

32.3 

75 

6.8 

6.2 

NEWMONT  MINING 

172.3 

15 

451.8 

3 

25.3 

24 

108.6 

83 

14.7 

13.6 

PHELPS  DODGE 

1076,7 

32 

3134.4 

37 

211.8 

125 

556.6 

168 

19.7 

11.6 

RETURN  ON 
COMMON 
EQUITY 
12  MONTHS 
ENDING 
9-30 


PRICE- 
EARNINGS 
RATIO 
10-20  S 


20.8 
16.0 
15.3 
24.1 


5 
18 
31 

7 


17  NONBANK  FINANCIAL 


INDUSTRY  COMPOSITE 
(A)  FINANCIAL  SERVICES 


78719.9 


17  219786.3 


16  6807.1 


41  17194.5 


26 


8.6 


7.2 


13.8 


14 


GROUP  COMPOSITE 

42556.1 

21 

114969.0 

19 

3706.1 

45 

9152.9 

16 

8.7 

7.4 

16.1 

14 

3 

ALEX.  BROWN 

210.3" 

45 

562.7 

25 

22.9 

73 

62.3 

23 

10.9 

9,1 

19.3 

9 

c 

ALEXANDER  &  ALEXANDER  SERVICES 

299.7 

-10 

952.0 

-4 

17.5 

NM 

81.9 

NM 

5.8 

0,0 

-13.8 

NM 

-1 

ALLEGHANY 

447.9 

0 

1250.1 

-10 

23.4 

10 

41.4 

-24 

5.2 

4.7 

4.7 

23 

7 

AMERICAN  EXPRESS 

4054.0" 

12 

11792.0 

13 

416.0 

13 

1179.0 

13 

10.3 

10,2 

21.5 

14 

2 

AT&T  CAPITAL 

395.9 

14 

1140.7 

13 

32.5 

30 

85.5 

43 

8.2 

7.2 

11.7 

14 

2 

BEAR  STEARNS  (6) 

1074.4 

33 

3192.8 

29 

93.8 

165 

266.1 

45 

8.7 

4.4 

14.3 

9 

2 

BENEFICIAL 

406.6 

13 

1150.5 

5 

50.1 

17 

143.6 

-15 

14.8 

14.3 

10.9 

19 

2 

BLOCK  (H&R)  (8) 

200.7 

50 

1226,0 

9 

5.2 

NM 

116.7 

-33 

2.5 

NM 

17.4 

38 

1 

COUNTRYWIDE  CREDIT  INDUSTRIES  (10)  361.1 

57 

1014.8 

25 

49.0 

155 

104.5 

5 

13.5 

8.3 

9.9 

19 

1 

DEAN  WIHER,  DISCOVER 

2018.5 

23 

5806.7 

21 

218.7 

19 

678.3 

13 

10.8 

11.2 

18.1 

11 

4 

EDWARDS  (A.G.)  (10) 

362.0 

23 

979.5 

7 

43.3 

37 

110.8 

8 

12.0 

10.7 

14.3 

11 

2 

EQUIFAX 

412.0 

i  D 

1  Q 

iLJ 

Q  9 

O.O 

i 

FANNIE  MAE 

5630.4" 

19 

15369.2 

21 

504.9 

11 

1745.7 

9 

10.7 

11.5 

21.4 

12 

FEDERAL  HOME  LOAN  MORTGAGE 

2489.0" 

6937  0 

38 

278  0 

12 

800  0 

3 

112 

14  0 

19  3 

13 

FINOVA  GROUP 

196.9 

6 1 

13 

711 

40 

12  8 

15  0 

117 

15 

FIRST  AMERICAN  FINANCIAL 

331.3" 

_2 

885  7 

-18 

9  3 

95 

-2  3 

NM 

2  8 

1  4 

-1  8 

NM 

-C 

FIRST  FINANCIAL  MANAGEMENT 

818.3" 

51 

2284.6 

50 

52.0 

28 

131.9 

25 

6.4 

7.5 

12.1 

34 

£ 

GREEN  TREE  FINANCIAL 

174.4 

38 

455  8 

33 

72  0 

38 

184  5 

37 

413 

41  3 

27  3 

18 

J 

LEHMAN  BROTHERS  HOLDINGS  (1) 

3453.0 

9863  0 

54 

710 

223 

1 74  0 

N  A 

2  1 

0  9 

5  4 

14 

] 

MARSH  &  Mclennan 

921.6 

2812  0 

g 

91  3 

9 

317  9 

3 

9  9 

10  1 

24  1 

16 

(: 

MERRILL  LYNCH 

5431.1" 

20 

16220.0 

18 

300.4 

30 

810.4 

-5 

5.5 

5.1 

17.5 

12 

MORGAN  STANLEY  GROUP  (1) 

2902.0 

NA 

NA 

NA 

209  0 

N  A 

NA 

NA 

7  2 

NA 

NA 

NA 

PAINEWEBBER  GROUP 

1379.6" 

47 

3945  7 

35 

78  2 

284 

22  0 

-57 

5  7 

2  2 

-1  4 

NM 

SALLIE  MAE 

975.9 

9  1 

9Q1  n  1 

35 

81  3 

-16 

248  1 

-24 

8  3 

12  0 

34  9 

13 

I 

SALOMON 

2536.0" 

49 

5558.0 

38 

268.0 

NM 

289.0 

NM 

10.5 

NM 

1,7 

64 

C 

SCHWAB  (CHARLES) 

385.5" 

55 

1025,1 

29 

47.2 

51 

130.0 

28 

12.2 

12.6 

28,5 

25 

c 

TRAVELERS  GROUP 

4511.8 

-4 

13359,9 

-5 

481.4 

45 

1207.3 

22 

10.7 

7.0 

14.3 

11 

A 

UNITED  ASSET  MANAGEMENT 

175.9 

48 

498,0 

40 

16.5 

12 

48.8 

11 

9.4 

12.4 

13.0 

19 

(B)  INSURANCE 

GROUP  COMPOSITE 

32160.3 

11 

95098.5 

11 

2611.2 

38 

7125.9 

31 

8.1 

6.5 

12.2 

14 

3 

AETNA  LIFE  &  CASUALTY 

4469.2 

2 

13400,8 

2 

212.1 

64 

76.0 

-75 

4.7 

2.9 

3.5 

34 

2 

AFLAC 

1811.7 

13 

5458,2 

22 

88.0 

15 

265.7 

23 

4.9 

4.8 

15.7 

13 

ALLSTATE 

5699,1 

7 

15943,6 

7 

445.7 

130 

1506.5 

370 

7.8 

3.7 

15,3 

11 

AMERICAN  GENERAL 

1673,0 

32 

4818,0 

30 

181.0 

14 

536.0 

12 

10.8 

12.6 

10,7 

14 

AMERICAN  INTERNATIONAL  GROUP 

6547.0 

15 

19011,4 

15 

630.7 

15 

1836.6 

15 

9.6 

9.6 

13.3 

18 

AMERICAN  NATIONAL  INSURANCE 

363.3 

1 

1055,7 

3 

44.0 

-21 

128.3 

-12 

12.1 

15.6 

9.5 

8 

7 

COMMERCE  GROUP 

174.6 

2 

506,4 

-4 

28.8 

10 

80-4 

-13 

15.5 

15.5 

22.1 

7 

2 

FREMONT  GENERAL 

238.5 

37 

690,7 

42 

18.3 

30 

49.3 

18 

7.7 

8.1 

14.8 

8 

HARTFORD  STEAM  BOILER 

171.7 

14 

503,3 

12 

16.3 

33 

46.0 

19 

9.5 

8.2 

18,4 

16 

2 

HORACE  MANN  EDUCATORS 

183.9 

2 

551,4 

3 

19.2 

-1 

52.5 

11 

10.4 

10.7 

15,9 

10 

2 

LINCOLN  NATIONAL 

1568.5" 

22 

4798,4 

6 

154.3 

164 

407.1 

59 

9.3 

4.3 

11,7 

10 

i 

PAUL  REVERE 

367.8 

9 

1103,3 

9 

21.8 

22 

54.5 

-17 

5,9 

5.3 

5.2 

12 

PROGRESSIVE 

775.7 

22 

2229,0 

27 

62,6 

-3 

184.1 

6 

8.1 

10.2 

22.4 

11 

PROVIDENT  LIFE  «.  ACCIDENT 

602.7 

-13 

1938,8 

-5 

32,9 

3 

80.2 

-24 

5.5 

4.5 

6,9 

13 

PROVIDIAN 

861.7 

13 

2515,7 

11 

88,8 

3 

242.6 

5 

10.3 

11.3 

11.7 

13 

ST.  PAUL 

1364.9 

14 

3953,1 

12 

142,4 

10 

366.0 

14 

10.4 

10.8 

14.5 

10 

TIG  HOLDINGS 

466.0" 

7 

1418,0 

7 

34,0 

240 

85.0 

183 

7.3 

2.3 

8.2 

15 

TORCHMARK 

500.0 

25 

1600,0 

14 

51,0 

-6 

205.0 

0 

12.2 

16.3 

17.2 

12 

TRANSAMERICA 

1581.2 

15 

4582,7 

15 

147,0 

40 

361.1 

15 

9.3 

7.6 

12.4 

11 

UNITRIN 

354.7 

1 

1055,9 

4 

40,0 

-20 

112,8 

9 

11.3 

14.3 

10.3 

13 

UNUM 

967.6 

9 

3078,8 

15 

55,7 

NM 

219,0 

117 

5.9 

NM 

13.4 

14 

USF&G 

885.0 

6 

2559,0 

5 

49.0 

-35 

144.0 

-17 

5.5 

9.0 

12.0 

11 

USLIFE 

432.5 

5 

1294,6 

5 

25.6 

4 

77.1 

5 

5.2 

5.2 

8.6 

10 

(C)  SAVINGS  &  LOAN 

GROUP  COMPOSITE 

4003.6 

33 

9718.8 

26 

489.8 

35 

915.7 

213 

12.2 

12.1 

10.2 

13 

AHMANSON  (H.F.) 

1510.0 

83 

3442,9 

44 

273.0 

298 

390.2 

98 

18.1 

8.3 

12.4 

9 

CALIFORNIA  FEDERAL  BANK 

271.4 

-27 

797,9 

-7 

31.9 

-79 

68.3 

NM 

11.8 

40.0 

9.6 

13 

COAST  SAVINGS  FINANCIAL 

179,0 

29 

502,8 

25 

14.8 

544 

23.9 

NM 

8,2 

1.5 

5.2 

27 

GLENDALE  FEDERAL  BANK  (6) 

297,6 

6 

NA 

NA 

13.8 

47 

66.8 

NM 

4.5 

3.3 

NA 

12 

GOLDEN  WEST  FINANCIAL 

542.2 

34 

1818,5 

29 

63.4 

13 

167.9 

-8 

9,9 

11.7 

10.1 

14 

GREAT  WESTERN  FINANCIAL 

915.3 

24 

2525,0 

22 

68.5 

20 

162.5 

0 

7,5 

7.8 

8.7 

15 

TCF  FINANCIAL 

188.2 

9 

531,6 

6 

24.4 

25 

35.2 

-32 

13,0 

11.2 

10.3 

19 
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Imagine,  an  Editor 
giving  an  award  for  copying. 


Presenting  the  NP  6050:  Winner  of  the 
What  to  Buy  for  Business  Editor's  Choice  Award. 


7'7'hen  the  editor  of  What  to  Buy 
V  for  Business  said,  "The  Canon 
6050  has  a  number  of  characteristics 
t  will  endear  it  to  people  wanting 
le  very  high-volume  features  without 
'ing  for  a  high-speed  platform," 
knew  we  had  ^ 
le  our  job. 

After  all,  we  li\  KIHIOK'S 
;igned  the      Mm  CHOICE 

6050  to  give  every  business  the 
d  of  high-speed,  high-volume 
;ument  processing  capability  they 
'er  thought  they  could  afford. 


And  we  designed  it  with  a  level  of 
reliability  that  can  keep  an  office 
running  productively  for  years  to 
come. 

The  NP  6050  is  another  example 
of  the  kind  of  commitment  to  satisfying 
customer  needs  that  has  made  Canon 
the  number  one  copier  company  13 
years  running. 

To  find  out  more  about  the  Canon 
NP  6050,  call  1-800-OK-CANON. 
We  think  you'll  be  impressed  with  the 
copier  even  editors  have  recognized 
for  originality. 


When  the  rest  say  you  can't.  Canon 
says  you  can. 


95  Canon  U.S.A.,  Inc. 


Canon 


CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


3R0  CHANGE           9  CHANGE 

QUARTER  FROM  MONTHS  FROM 

1995  1994           1995  1994 

$MIL  %             $MIL  % 


MARGINS 


3RD  CHANGE  9  CHANGE 

QUARTER  FROM  MONTHS  FROM 

1995  1994  1995  1994 

SMIL  %  SMIL  % 


RETURN  ON 
COMMON 

3RD        3RD         EQUITY  PRICE-  MC 

QUARTER  QUARTER    12  MONTHS  EARNINGS  EAI 

1995       1994        ENDING  RATIO 

%          %           9-30  10-20 


18  OFFICE  EQUIPMENT  &  COMPUTERS 


INDUSTRY  COMPOSITE 

69458.1 

18 

201145.9 

19 

2069.1 

-35 

11467.7 

60 

3.0 

5.4 

16.4 

25 

2 

(A)  BUSINESS  MACHINES  &  SERVICES 

GROUP  COMPOSITE 

4513.4 

17 

12994.4 

18 

108.5 

-7 

294.7 

-18 

2.4 

3.0 

13.0 

24 

1 

BELL  &  HOWELL  HOLDINGS 

203.0 

19 

580.2 

15 

3.8 

124 

4.3 

NM 

1.9 

1.0 

NM 

NM 

-1 

COMPUCOM  SYSTEMS 

347.9 

1 3 

1022  1 

1 4 

4  8 

48 

13  5 

1  1 

i  .  i 

9  1  A 

r 

DELUXE 

449,5 

5 

1357.6 

7 

29.4 

-12 

93.0 

-8 

5.5 

7.8 

15.2 

20 

1 

DIEBOLD 

216.0 

16 

619,9 

12 

20.5 

23 

54.7 

20 

9.5 

8.9 

15.2 

22 

2 

HON  INDUSTRIES 

228.2 

3 

651.3 

5 

12.2 

-21 

32.5 

-11 

5.4 

7.0 

24.9 

18 

1 

INTELLIGENT  ELECTRONICS  (11) 

881.6 

1 1 

L  I 

i  u 

—  D.y 

NM 

,  —3.0 

NM 

IN  IVi 

U.  o 

R  1 
-D.  1 

IN  IVI 

r 
— L 

MICROAGE  (2) 

759.1 

30 

2176.9 

37 

0,7 

-79 

5.0 

-53 

0.1 

0.5 

5.5 

13 

c 

MILLER  (HERMAN)  (7) 

293.2 

16 

844.3 

14 

12,0 

51 

7.0 

-76 

4.1 

3.1 

2.8 

92 

c 

STANDARD  REGISTER 

227.9 

20 

654.9 

17 

1 1,7 

14 

34.5 

12 

5.1 

5.4 

11.8 

14 

1 

TECH  DATA  (11) 

708.8 

24 

2002  2 

30 

3  4 

-64 

1  1  1 

— DU 

U.  D 

1  7 

O.U 

9R 

WALLACE  COMPUTER  SERVICES  (5) 

198.2 

33 

554.5 

25 

15,8 

33 

43.7 

20 

8.0 

8.0 

12.5 

24 

2 

(B)  COMPUTERS  &  PERIPHERALS 

GROUP  COMPOSITE 

51538.8 

16 

150092.1 

17 

1171.6 

-38 

7561.9 

119 

2.3 

4.2 

15.5 

18 

3 

AMDAHL 

350.0 

-4 

1100.2 

-3 

20.1 

40 

55.9 

97 

5.7 

3.9 

11.4 

11 

C 

APPLE  COMPUTER  (3) 

3003.0 

20 

8230.0 

22 

50.0 

-48 

235.0 

-13 

2.0 

4.6 

15.0 

10 

3 

COMPAQ  COMPUTER 

3594.0 

27 

10054.0 

32 

245.0 

22 

707.0 

13 

6.8 

7.1 

22.7 

15 

3 

CONNER  PERIPHERALS 

687.2 

23 

1939.9 

9 

13.4 

31 

30.2 

-54 

2.0 

1.8 

20.2 

13 

1 

CRAY  RESEARCH 

169.2 

-23 

440.0 

-35 

-13.5 

NM 

-200.7 

NM 

NM 

7.3 

-30.5 

NM 

-7 

DATA  GENERAL  (3) 

312.8 

7 

877.1 

2 

1.5 

NM 

-70.9 

NM 

0.5 

NM 

-17.1 

NM 

-1 

DELL  COMPUTER  (11) 

1205.6 

52 

3374.2 

47 

55.1 

128 

187.1 

187 

5.4 

3.6 

26.4 

19 

DIGITAL  EQUIPMENT  (6) 

3271.1 

5 

10488.4 

2 

48.2 

NM 

281.7 

NM 

1.5 

NM 

7.5 

29 

] 

EMC 

432.7 

16 

1288.6 

35 

70.9 

2 

228.7 

32 

15.4 

18.7 

32.8 

10 

1 

GATEWAY  2000 

888.7 

38 

2431.1 

30 

40.9 

48 

114.2 

101 

4.5 

4.3 

31.3 

15 

] 

HEWLETT-PACKARD  (2) 

7739.0 

28 

22471.0 

25 

575.0 

66 

1755.0 

56 

7.4 

5.7 

19.7 

21 

INTERNATIONAL  BUSINESS  MACHINES 

16754.0 

9 

50020.0 

13 

-538.0 

NM 

2457.0 

38 

NM 

4.6 

14.7 

15 

e 

MICRON  ELECTRONICS  (4) 

404.0 

201 

NA 

NA 

21.0 

78 

NA 

NA 

5.2 

8.8 

37.5 

29 

c 

QUANTUM  (9) 

1064.6 

A  7 

A  1 

D  J, ,  D 

—  Oo 

9  d 

D,  / 

9  9 

IN  fVI 

r 
L 

SEAGATE  TECHNOLOGY  (6) 

1453,6 

56 

3930.5 

38 

108.0 

379 

266.3 

58 

lA 

2.4 

22.4 

10 

SILICON  GRAPHICS  (6) 

595.3 

33 

1800.5 

43 

58.4 

29 

175.3 

39 

9.8 

10.1 

17.9 

24 

STORAGE  TECHNOLOGY 

439,6 

-6 

1370.5 

6 

-7.0 

NM 

-4.0 

NM 

NM 

4.0 

1.0 

77 

C 

SUN  MICROSYSTEMS  (6) 

1485,3 

1  7 
1  / 

84  7 

o4 

^  n 

O.U 

18  9 

^  7 

TANDEM  COMPUTERS  (3) 

640,0 

6 

1750.4 

1 

19.8 

-72 

72.3 

-50 

3.1 

11.7 

9.9 

12 

c 

3COM  (7) 

430,4 

64 

1161.8 

61 

59.4 

93 

152.7 

NM 

13.8 

11.7 

28.2 

49 

UNISYS 

1460,7 

-1 

4363.6 

3 

-32.2 

NM 

39.7 

-55 

NM 

2.1 

-12.0 

NM 

-C 

WESTERN  DIGITAL  (6) 

558.1 

iD/(l.D 

Co 

7f; 

7  R 

Q 

O 

XEROX 

4600.0 

7 

13700.0 

10 

236.0 

27 

521.0 

29 

5.1 

4.3 

17.1 

17 

(C)  COMPUTER  SOFTWARE  &  SERVICES 

GROUP  COMPOSITE 

13406.0 

28 

38059.4 

27 

789.1 

-33 

3611.1 

8 

5.9 

11.3 

19.1 

38 

1 

AUTOMATIC  DATA  PROCESSING  (6) 

747.1" 

20 

2346.0 

20 

81.9 

19 

313.1 

19 

11.0 

11.0 

19.5 

26 

BAY  NETWORKS  (6) 

438.3 

46 

1165.1 

37 

51.4 

55 

161,9 

56 

14.0 

12.4 

20.7 

49 

CABLETRON  SYSTEMS  (10) 

257.3 

33 

724.0 

33 

52.8 

37 

145,5 

35 

20.5 

19.8 

27.1 

29 

CERIDIAN 

245.1 

-1 

767.2 

10 

25.2 

33 

75.9 

35 

10.3 

7.6 

35.0 

25 

CISCO  SYSTEMS  (5) 

621.2 

72 

1586.0 

59 

143.7 

50 

322.2 

28 

23.1 

24.8 

30.5 

50 

COMPUSA  (61 

738.7 

26 

2204.3 

25 

6.0 

NM 

22.4 

NM 

0.8 

NM 

12.6 

25 

COMPUTER  ASSOCIATES  INTERNATIONAL  (9)  812  3 

30 

2191.8 

26 

-537,2 

NM 

-335.7 

NM 

NM 

20.9 

-10.2 

NM 

-c 

COMPUTER  SCIENCES  (9) 

1004.7 

27 

2989.5 

32 

30.4 

32 

97.3 

25 

3.0 

2.9 

10.5 

30 

ELECTRONIC  DATA  SYSTEMS 

3109. r* 

21 

8855.2 

24 

245.7 

14 

669.4 

14 

7.9 

8.4 

19.7 

25 

FIRST  DATA 

509.8 

18 

1449.9 

19 

70.1 

30 

178.2 

24 

13.7 

12.5 

13.8 

30 

FISERV 

176.9 

23 

507.6 

20 

13.1 

27 

36.3 

22 

7.4 

7.2 

9.1 

27 

GOVERNMENT  TECHNOLOGY  SERVICES 

175.7 

-22 

365.1 

-17 

1.7 

-59 

-3.0 

NM 

1.0 

2.5 

-11.0 

NM 

GTECH  HOLDINGS  (10) 

184.9 

10 

550.2 

11 

15.5 

37 

42.3 

-11 

8.9 

7.1 

21.2 

20 

INFORMIX 

180.5 

55 

491.9 

54 

25.3 

52 

66.5 

57 

14,0 

14.2 

25.1 

45 

INTERGRAPH 

279.2 

6 

796.7 

7 

-8.0 

NM 

-52.5 

NM 

NM 

NM 

-14.2 

NM 

MICROSOFT  (6) 

2015.0 

62 

5224.0 

38 

499.0 

58 

1263.0 

35 

24,8 

25.3 

28.5 

37 

NOVELL  (2) 

537.9 

10 

1560.7 

9 

102.0 

33 

279.4 

18 

19,0 

15.7 

16.1 

18 

ORACLE  (7) 

771.8 

39 

2511.9 

47 

53.8 

-12 

340.2 

39 

7.0 

11.0 

33.2 

43 

SAFEGUARD  SCIENTIFICS 

366.3 

7 

1080.1 

7 

4.7 

-38 

13.0 

-11 

1.3 

2.2 

11.2 

54 

SYBASE 

233.1 

7 

689.3 

21 

1.1 

-95 

-25.5 

NM 

0.5 

10.4 

0.7 

NM 

19  PAPER  &  FOREST  PRODUCTS 

INDUSTRY  COMPOSITE 

26948.1 

23 

77701.1 

25 

2359.3 

222 

5834.8 

239 

8,8 

3.3 

19.8 

11 

(A)  FOREST  PRODUCTS 

GROUP  COMPOSITE 

6757.8 

16 

19674.0 

19 

646.6 

476 

1590.1 

557 

9.6 

1.9 

27.5 

8 

> 

BOISE  CASCADE 

1339.1 

23 

3832.3 

26 

118.5 

NM 

281.4 

NM 

8  8 

NM 

25.7 

7 

GEORGIA-PACIFIC 

3705.0 

13 

10882  0 

16 

324.0 

272 

821.0 

423 

8,7 

2.7 

32.1 

8 

1 

POPE  &  TALBOT 

171.5 

0 

503.5 

1 

-5.6 

NM 

-15.9 

NM 

NM 

0.5 

-5.2 

NM 

-( 

RAYONIER 

333.9 

17 

933.3 

17 

57.0 

247 

108.5 

108 

17.1 

5.7 

18.2 

9 

UNIVERSAL  FOREST  PRODUCTS 

188.8 

-16 

599.2 

-13 

3.1 

52 

11.9 

38 

1.5 

0.9 

17.0 

12 

( 

WILLAMETTE  INDUSTRIES 

1019.4 

31 

2923.5 

34 

150.7 

300 

384.1 

283 

14.8 

4.8 

29.0 

8 

! 
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The  Merrill  Lynch  Planning  Difference 


Cash    flow,    401  (k)s,  credit  lines, 
succession    plans.  Running 
your    business    can    take  the 
joy    out    of    being    in  business. 


When  you  started  your  business,  you  probably  had  a  dream  of  creating  a  product 
or  service  that  would  make  a  difference  in  the  world,  right?  So  what  happened? 

As  you  succeeded,  you  discovered  that  success  had  its  own  problems— 
the  biggest  one  being  ail  the  highly  complex  (and  often  boring)  financial 
"stuff"'  that  comes  with  running  a  business— stuff  that  takes  a  madden- 
ing amount  of  time  away  from  what  you  re  really  in  busmess  for. 

One  simple  solution  could  be  a 
Merrill  Lynch  Business  Financial 
Planner>^'  It  takes  a  comprehensive 
look  at  all  the  f  inancial  aspects  of  your 
business,  reviews  your  current  practices 
and  recommends  strategies  to  help  your 
business  meet  its  financial  goals.  A  Financial 
Consultant  can  sit  down  with  you  and  help  imple- 
ment those  strategies,  calling  on  a  team  of  specialists 
in  ever\  thing  from  insurance  and  retirement  services  to 
cash  management  ancf  succession  planning. 

You'll  finally  feel  in  control  — and  more  important,  free  to  immerse  yourself  in  the 
parts  of  your  business  you  really  enjoy.  For  more  information,  call  l-8()0-MERRILL,  ext.  9475. 

The  difference  is  planning. 

The  difference  is  Merrill  Lynch. 


Merrill  Lynch 

A  tradition  of  trust. 


CORPORATE  SCOREBOARD 


COMPANY  SALES  PROFITS 


MARGINS 

RETURN  ON 
COMMON 

3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE- 

MO 

QUARTER 

EROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

DllARTFR 

nilARTFR 

12  MONTHS 

EARNINGS 

EAR 

1996 

1994 

1996 

1994 

1995 

1994 

1996 

1994 

1995 

1994 

ENDING 

RATIO 

$  MIL 

% 

$  MIL 

% 

$  MIL 

% 

$  MIL 

% 

% 

% 

9-30 

or 

(B)  PAPER 

GROUP  COMPOSI  ft 

20190.3 

25 

58027.1 

27 

1712.7 

176 

4244.7 

187 

8.5 

3.8 

17.9 

13 

3 

BOWATER 

520.9 

50 

1457.2 

49 

58.1 

452 

163.0 

NM 

11.2 

3.0 

21.3 

11 

4 

CHAMPION  INTERNATIONAL 

1840.7 

33 

5231.1 

36 

235.6 

919 

554.3 

NM 

12.8 

1.7 

20.4 

8 

6 

CHESAPEAKE 

330.8 

24 

937.0 

31 

29.9 

108 

69.2 

225 

9.0 

5.4 

20.1 

9 

3 

onkicni  inATrn  dadtdc 
CONSOLIDATED  rArcRS 

480.9 

76 

1 125.4 

52 

67.0 

244 

156.2 

169 

13.9 

7.1 

17.7 

14 

4 

FORT  HOWARD 

426.1 

25 

1205.6 

30 

14.5 

NM 

12,6 

NM 

3.4 

0.1 

NM 

NM 

-3 

INTERNATIONAL  PAPER 

5100.0 

34 

14700.0 

36 

328.0 

196 

890.0 

220 

6.4 

2.9 

14.6 

9 

4 

JAMES  RIVER  CORP.  OF  VIRGINIA 

1750.2 

21 

5199.5 

39 

36.3 

NM 

100.2 

NM 

2.1 

NM 

1.5 

NM 

0 

KIMBERLY-CLARK 

2212.3 

20 

6378.9 

17 

208.6 

47 

480.6 

12 

9.4 

7.7 

21.4 

19 

3 

MANVILLE 

705.3 

3 

2067.2 

12 

83.6 

189 

146.4 

157 

11,9 

4.3 

13.7 

12 

1 

MEAD 

1352.4 

12 

4035.4 

19 

104.5 

151 

268.4 

163 

7,7 

3.4 

11.9 

12 

4 

POTUTCH 

411.2 

10 

1203.0 

11 

31.7 

196 

79.2 

258 

7.7 

2.9 

11.2 

12 

3 

scon  PAPER 

1093.4 

25 

3154.2 

20 

155.4 

185 

397.8 

198 

14.2 

6.2 

27.4 

15 

3 

WESTVACO  (2) 

854  6 

33 

2400.9 

30 

80.2 

297 

194.5 

272 

9.4 

3.1 

12.2 

12 

2 

WEYERHAEUSER 

3111.6 

16 

8930,6 

17 

279.3 

93 

732.3 

83 

9.0 

5.4 

20.4 

10 

4 

20  PUBLISHING  &  BROADCASTING 

INDUSTRY  COMPOSITE 

12481.0 

6 

36696.4 

7 

444.5 

-50 

1889.4 

-21 

3.6 

7.6 

14.1 

32 

1 

(A)  BROADCASTING 

GROUP  COMPOSITE 

2577.9 

7 

8129.8 

4 

118.8 

-5 

363.7 

-27 

4.6 

5.2 

17.5 

49 

2 

CABLEVISION  SYSTEMS 

278.2 

24 

787.3 

33 

-41.7 

NM 

-237.1 

NM 

NM 

NM 

NM 

NM 

-16 

CAPITAL  CITIES/ABC 

1566.5 

7 

4822.0 

9 

127.0 

-5 

493.7 

12 

8.1 

9.1 

16.5 

25 

4 

CBS 

733.2 

1 

2520.5 

-12 

33.4 

-43 

107.1 

-55 

4.6 

8.0 

34.7 

35 

2 

(B)  PUBLISHING 


GROUP  COMPOSITE 

9903.2 

6 

28566.5 

8 

325.7 

-58 

1525.7 

-20 

3.3 

8.2 

13.5 

28 

1 

BELO  (A.H.) 

182.5 

14 

535.3 

20 

12.8 

-19 

45.4 

0 

7.0 

9.9 

17.8 

20 

1 

DOW  JONES 

549.3 

10 

1571.7 

10 

33.8 

0 

129.5 

5 

5.2 

6.7 

12.4 

18 

1 

DUN  &  BRADSTREET 

1333.5 

11 

3850.5 

11 

171.5 

3 

426.5 

2 

12.9 

13.9 

46.7 

16 

3 

GANNETT 

932.3 

0 

2860.0 

3 

95.1 

-9 

321.7 

2 

10.3 

11.3 

23.9 

16 

3 

HOUGHTON  MIFFLIN 

267.9 

15 

423.1 

7 

58.1 

43 

44.5 

-25 

25.4 

20.7 

17.4 

16 

2 

KNIGHT-RIDDER 

638.0 

-1 

2000.0 

3 

5.5 

-82 

136.4 

16 

1.0 

5.8 

17.0 

16 

3 

McGRAW-HILL 

904.4 

5 

2185.7 

5 

105.8 

17 

172.6 

13 

11.7 

10.5 

24.4 

18 

4 

MEDIA  GENERAL 

168.5 

9 

507.1 

10 

8.8 

10 

34.7 

-67 

5.3 

5.2 

13.2 

18 

1 

MEREDITH  (6) 

207.7 

U 

577.2 

13 

9.5 

-23 

29.8 

22 

4.6 

5.6 

16.0 

28 

1 

NEW  YORK  TIMES 

572.7 

9 

1754.3 

0 

32.2 

-73 

102.8 

-40 

5.6 

22.9 

9.3 

20 

1 

SCRIPPS  (E.W.) 

315.8 

7 

957.2 

8 

27.6 

6 

92.9 

-6 

8.8 

8.8 

10.3 

24 

1 

TIME  WARNER 

1981.0 

5 

5705.0 

12 

-102.0 

NM 

-157.0 

NM 

NM 

NM 

-11.6 

NM 

-0 

TIMES  MIRROR 

864.8 

1 

2481,5 

3 

-242.9 

NM 

-197.4 

NM 

NM 

4.7 

-10.7 

NM 

-1 

TRIBUNE 

567.0 

11 

1591.6 

8 

55.9 

17 

206.0 

19 

9.9 

9.3 

20.3 

16 

3 

WASHINGTON  POST 

417.9 

5 

1256.5 

8 

41.8 

-12 

137.2 

17 

10.0 

11.9 

15.8 

18 

15 

21  SERVICE  INDUSTRIES 

INDUSTRY  COMPOSITE 

29690.6 

16 

85796.1 

16 

1294.6 

31 

3635.2 

23 

4.4 

3.8 

15.7 

19 

1 

(A)  CONSTRUCTION  &  ENGINEERING 

GROUP  COMPOSITE 

3662.4 

20 

10316.0 

12 

97.4 

821 

260.2 

134 

2.7 

0.3 

13.5 

20 

1 

APOGEE  ENTERPRISES  (10) 

222.2 

19 

646.6 

19 

5.5 

31 

11.5 

192 

2.5 

2.3 

12.3 

13 

1 

BDM  INTERNATIONAL 

215.9 

10 

620.9 

16 

5.3 

71 

12.5 

39 

2.5 

1.6 

34.4 

17 

1 

BUTLER  MFG. 

206.6 

9 

508.3 

25 

7.7 

15 

17.5 

69 

3.7 

3.5 

23.4 

10 

2 

EG&G 

361.6 

7 

1042.1 

5 

13.7 

NM 

35.4 

NM 

3.8 

NM 

9.8 

23 

0 

FLUOR  (2) 

2435.8 

24 

6725.8 

10 

50.2 

25 

165.8 

18 

2.5 

2.5 

15.0 

22 

2 

STONE  &  WEBSTER 

219.2 

13 

672.4 

17 

5.0 

-4 

17.5 

NM 

2.3 

2.7 

4.5 

23 

1 

(B)  INDUSTRIAL  DISTRIBUTION 

GROUP  COMPOSITE 

11135.0 

14 

32827.2 

15 

452.9 

37 

1379.4 

27 

4.1 

3.4 

15.0 

17 

2 

ARROW  ELECTRONICS 

1459.6 

25 

4358.2 

28 

51.0 

134 

147.5 

68 

3.5 

1.9 

16.8 

14 

3 

AVNET  (6) 

1189.1 

25 

3496.0 

26 

44.5 

54 

124.8 

50 

3.7 

3.0 

11.3 

13 

3 

BEARINGS  (61 

273.5 

10 

830.8 

13 

4.4 

45 

14.9 

36 

1.5 

1.2 

11.0 

15 

2 

BOISE  CASCADE  OFFICE  PRODUCTS 

332.0 

35 

941.0 

45 

12.5 

58 

28.4 

39 

3.8 

3.0 

11.7 

NA 

CELLSTAR  (1) 

198.3 

43 

566.9 

66 

5.2 

38 

15.5 

51 

3.1 

3.3 

20.6 

22 

1 

CHEMED 

177.6 

7 

524.8 

9 

5.7 

78 

15.4 

51 

3.2 

1.9 

10.3 

18 

2 

CRANE 

453.3 

1 

1337.4 

10 

22.0 

38 

55.4 

42 

4.9 

3.5 

20.2 

14 

2 

ENRON 

2185.7 

8 

6639.0 

4 

100.5 

5 

389.6 

13 

4.6 

4.7 

16.4 

18 

1 

GENUINE  PARTS 

1362.5 

7 

3952.4 

8 

77.0 

6 

220.9 

7 

5.6 

5.8 

19.0 

15 

2 

GETTY  PETROLEUM  (11) 

184.5 

3 

583.1 

9 

2.5 

NM 

10.5 

134 

1.4 

NM 

13.2 

13 

1 

GRAINGER  (W.  W.) 

850.0 

9 

2470.3 

10 

49.1 

14 

135.5 

7 

5.8 

5.5 

12.4 

23 

2 

HUGHES  SUPPLY  (11) 

260.5 

29 

699.6 

25 

4.2 

41 

9.6 

43 

1.5 

1.5 

8.7 

13 

2 

KAMAN 

226.0** 

13 

657.9 

9 

4.5 

-7 

14.8 

8 

2.0 

2.5 

-10.4 

NM 

-0 

MARSHALL  INDUSTRIES  (7) 

275.9 

24 

818.3 

27 

12.2 

40 

34.5 

34 

4.4 

3.9 

15.0 

14 

2 

PIONEER-STANDARD  ELECTRONICS  (9) 

234.9 

21 

701.1 

30 

6.7 

19 

20.8 

21 

2.9 

2.9 

19,2 

12 

1 

PREMIER  INDUSTRIAL  (7) 

213.9 

8 

532.4 

10 

28.2 

11 

83.7 

14 

13.2 

12.8 

23.5 

19 

1 

REXEL 

282.3 

2 

849.8 

8 

5.7 

105 

14.9 

102 

2.0 

1.0 

10.5 

16 

0 

UNIVAR  (10; 

531.1 

7 

1527.8 

8 

4.3 

NM 

12.5 

NM 

0.8 

NM 

7.1 

22 

0 

VWR  SCIENTIFIC  PRODUCTS 

171,0 

17 

452.2 

15 

1.3 

-38 

2.6 

-8 

0.8 

15 

1.2 

NM 

0 

WYLE  ELECTRONICS 

273.5 

34 

778.4 

37 

10.1 

224 

25.6 

200 

3.7 

1.5 

17.7 

17 

n 
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The  TI  E)crENSA45Q  The  Most 

:XTRAORDINAPY  COMBIN/CTION  Of  WeIGHT, 

Power  And  Affordability. 

-tilllllltTlKl 

eXtENSA450  ^ 


•  Weight:  5.0  lbs? 

•  DX4/75MHz  processor 

•  10.4"  Dual  Scan  or 
9.4"  Active  Matrix 

•  340MB  HDD 

•  4MB  RAM. 
upgradeable  to  52MB 

•  Type  II  PCMCIA  slot 
=f  Serial  infrared  port 


Now  you  can  get  a  kill-size  portable  computer,  with  lull-size  keyboard  and 
display,  that's  lighter  than  a  notebook,  more  capable  than  a  subnotebook,  and  more 
affordable  than  both. 

Powered  by  a  75MHz  IntelDXn  processor,  the  Tl  Extensa  450  weighs 
)ust  5  pounds.  Which  means  you  11  save  weight  as  well  as  money.  TI  Extensa 
givesyou  more  machine  tor  the  money.  The  combined  battery  power  gives you 
up  to  6  hours  ol  productivity.  A  serial  infrared  port  givesyou  wireless  con- 
necti\at\'.  The  removable  lloppy  disk  drive  is  so  flexible,  it  givesyou  support  for 
additional  PCMCIA  cards,  a  lithium  ion  battery,  or  lets  you  lea\'e  the  floppy  dri\'e  home. 

But  the  affordability  of  all  this  technology  is  what  makes  the  new  Texas 
Instruments  E.xtensa  450  truly  e.xtraordinaiy.  And  makes  it  easier  for  you  to  start 
doing  extraordinary' things. 

To  get  your  TI  Extensa  450  or  to  find  out  wkfw  T\rv  A  O 
about  our  other  models,  call  1  -800-TI-TEXAS.  |  ^  *  t  AAb 
fl-mail:  2ti@msg.ti.com  Internet:  http://wwwti.com     lINo  i  IvlJiN^llllN  1  O 


oes  not  include  floppy  disk  drive.  Extensa  and  "Start  Doing  Extraordinar\'  Things"  are  trademarks  of  Texas  Instruments.  The  Intel  Inside  logo  is  a  registered  trademark  and  IntelD.X-l 
is  a  trademark  ol  Intel  &>rp.  Microsoft,  Windows  and  the  Windows  logo  are  registered  trademarks  of  Microsoft  G)rp.  ©  1995  TI. 


CORPORATE  SCOREBOARD 


COMPANY  SALES  PROFITS 


3R0 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

tuiviMun 
EQUITY 

PRICE- 

UUAKItK 

FROM 

MUNIHC) 

FROM 

UUAKItR 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

ENDING 

RATIO 

SMIL 

% 

SMIL. 

% 

$MIL. 

% 

SMIL 

7o 

% 

% 

9-30 

10-20 

(C)  POLLUTION  CONTROL 

GROUP  COMPOSITE 

4353.1 

13 

12773.5 

18 

329.8 

12 

849.2 

6 

7.6 

7.7 

15.2 

18  1 

BROWNING-FERRIS  INDUSTRIES  (3) 

1527.1 

23 

4486.6 

33 

95.9 

17 

295.0 

31 

6.3 

6.6 

14.1 

16 

WMX  TECHNOLOGIES 

2826.0 

9 

8285.9 

11 

233.8 

10 

554.2 

-4 

8.3 

8.2 

15.8 

18 

(D)  PRINTING  &  ADVERTISING 

GROUP  COMPOSITE 

2464.7 

29 

6818.5 

24 

122.0 

17 

324.2 

14 

5.0 

5.5 

15.7 

21  1 

ADVO  (3) 

267.5 

16 

794.9 

11 

7.7 

12 

19.8 

8 

2.9 

3.0 

23.8 

19 

DONNELLEY  (R.R.)  &  SONS 

1704.8 

37 

4513.5 

32 

92.1 

15 

203.4 

12 

5.4 

6.4 

14.2 

20 

INTERPUBLIC  GROUP 

492.5" 

12 

1510.1 

11 

22.2 

27 

101.1 

20 

4.5 

4.0 

18.5 

24 

(E)  OTHER  SERVICES 

GROUP  COMPOSITE 

8075.3 

15 

23060.9 

17 

292.6 

20 

822.1 

24 

3.6 

3.5 

18.3 

22  1 

ABM  INDUSTRIES  (2) 

245.8** 

9 

712.3 

9 

5.0 

21 

12.3 

20 

2.0 

1.8 

12.3 

15 

BORG-WARNER  SECURITY 

466.5 

4 

1395.2 

5 

2.4 

-29 

3.1 

-75 

0.5 

0.8 

8.7 

54 

CDI 

340.8 

18 

991.8 

24 

3.1 

-53 

18.0 

20 

0.9 

2.3 

15.0 

11 

CINTAS  (7) 

170.3 

20 

491.8 

19 

16.3 

18 

49.5 

18 

9.5 

9.7 

17.9 

31 

cue  INTERNATIONAL  (11) 

314.6 

24 

895.0 

23 

38.2 

37 

105.7 

32 

12.1 

11.0 

24.5 

44 

HANDLEMAN  (8) 

230.8 

9 

897.2 

18 

-6.5 

NM 

5.2 

-57 

NM 

0.4 

5.9 

14 

INACOM 

533.3 

15 

1544.1 

22 

2.6 

401 

7.3 

NM 

0.5 

0.1 

6.9 

10 

KELLY  SERVICES 

698.5 

11 

1971.6 

14 

20.4 

6 

49.3 

15 

2.9 

3.1 

14.9 

14 

MANPOWER 

1520.9 

23 

4091.6 

35 

45.0 

34 

91.5 

50 

3.0 

2.7 

58.2 

17 

MID  ATLANTIC  MEDICAL  SERVICES 

243.3'* 

29 

699.8 

27 

14.4 

6 

45.1 

15 

5.9 

7.2 

33.4 

14 

NORRELL  (2) 

202.2 

17 

585.1 

18 

4.4 

57 

12.2 

10 

2.2 

1.5 

24.8 

24 

OLSTEN 

647.3** 

10 

1855.5 

8 

23.9 

29 

64.3 

29 

3.7 

3.1 

20.2 

21 

PHH  (8) 

581.9 

12 

1522.0 

3 

18.3 

11 

55.8 

12 

3.1 

3.2 

13.2 

11 

PINKERTON'S 

197.9 

0 

591.7 

1 

2.0 

8 

5.0 

51 

1.0 

0.9 

-8.0 

NM 

SAFETY-KLEEN 

197.5 

8 

595.3 

10 

11.1 

-9 

35.3 

5 

5.5 

6.7 

12.4 

17 

SERVICE  CORP  INTERNATIONAL 

403.5 

45 

1105.3 

38 

39.1 

37 

127.2 

32 

9.7 

10  3 

12.5 

23 

SERVICEMASTER 

854.4 

7 

2414.9 

8 

47.8 

25 

125.8 

23 

5.5 

4.8 

40.9 

14 

VOLT  INFORMATION  SCIENCES  (2) 

225.9 

35 

599.8 

28 

5.1 

120 

8.5 

39 

2.2 

1.4 

14.6 

16 

22  TELECOMMUNICATIONS 

INDUSTRY  COMPOSITE 

58657.9 

5 

172245.5 

6 

4401.5 

-10 

15203.1 

5 

7.5 

8.8 

18.5 

19 

2 

(A)  EQUIPMENT  &  SERVICES 

GROUP  COMPOSITE 

28587.1 

8 

83148.7 

8 

416.6 

-74 

4192.4 

-16 

1.5 

6.1 

14.2 

26 

1. 

AIRTOUCH  COMMUNICATIONSt 

407.2 

28 

1169.5 

31 

45.7 

35 

120.7 

27 

11,5 

10.8 

3.4 

NM 

0 

AT&T 

19704.0 

5 

57478.0 

5 

252.0 

-75 

2815.0 

-17 

1.3 

5.6 

20.3 

23 

2. 

COMSAT 

203.9 

2 

613.8 

1 

-15.6 

NM 

21.0 

-67 

NM 

10.7 

4.3 

29 

0. 

DSC  COMMUNICATIONS 

370.1 

42 

1048.1 

52 

49.4 

14 

143.2 

31 

13.3 

15.6 

20.4 

24 

1 

LCI  INTERNATIONAL 

173.0 

45 

469.2 

41 

13.1 

25 

34.6 

25 

7.5 

8.8 

7.5 

NM 

0 

MCI  COMMUNICATIONS 

3861.0 

13 

11128.0 

12 

-240.0 

NM 

264.0 

-59 

NM 

6.5 

4.4 

42 

0. 

PAGING  NETWORK 

169.1 

32 

464.2 

31 

-10.0 

NM 

-33.0 

NM 

NM 

NM 

NM 

NM 

-0. 

SPRINT 

3442.3 

6 

10079.4 

7 

258.5 

17 

738.5 

9 

7.8 

7.1 

19.4 

14 

2. 

TELEPHONE  &  DATA  SYSTEMSt 

256.5 

33 

698.6 

33 

42.6 

142 

88.4 

110 

16.5 

9.1 

6.4 

24 

1. 

(B)  TELEPHONE  COMPANIES 


GROUP  COMPOSITE 

30070.8 

3 

89096.8 

4 

3984.9 

21 

11010.8 

17 

13.3 

11.3 

21.2 

16 

2. 

ALLTEL 

785.8 

6 

2335.9 

8 

85.3 

7 

262.0 

15 

10.9 

10.8 

16.5 

19 

1 

AMERITECH 

3381.4 

7 

9896.0 

5 

512.5 

104 

1594.9 

115 

15.2 

7.9 

30.0 

15 

3 

BELL  ATLANTIC 

3261.1 

-6 

10275.3 

0 

604.8 

119 

1465.4 

35 

18.5 

8.0 

28.2 

16 

4 

BELLSOUTH 

4432.2 

6 

13121.2 

5 

558.5 

12 

1562.5 

4 

12.6 

11.9 

18.0 

17 

4, 

CINCINNATI  BELL 

327.1 

5 

992.9 

10 

28.7 

43 

-3.8 

NM 

8.8 

6.4 

3.4 

NM 

0 

FRONTIER 

571.4 

36 

1537.3 

24 

-18.4 

NM 

86.3 

-39 

NM 

11.2 

13.1 

30 

0 

GTE 

5121.0 

3 

14928.0 

2 

695.0 

5 

1819.0 

4 

13.6 

13.2 

23.0 

15 

2 

NYNEX 

3238  4 

-3 

10088.2 

2 

342.9 

13 

833.9 

40 

10.5 

9.1 

17.8 

20 

2 

PACIFIC  TELESIS  GROUP 

2275.0 

-2 

5750.0 

-2 

275.0 

-12 

817.0 

-7 

12.1 

13.5 

20.1 

12 

2 

SBC  COMMUNICATIONS 

3242.0 

8 

9108.4 

8 

534.3 

11 

1371.5 

12 

16.5 

16.0 

20.8 

19 

2 

SOUTHERN  NEW  ENGLAND  TELECOMMS 

471.5" 

10 

1357.5 

7 

41.3 

-13 

128.1 

-6 

8.8 

11.0 

17.0 

14 

2 

US  WEST 

2964.0 

7 

8585.0 

7 

325.0 

2 

973.0 

-4 

11.0 

11.5 

18.0 

16 

2 

23  TRANSPORTATION 

INDUSTRY  COMPOSITE 

40364.0 

7 

115780.4 

7 

2019.2 

36 

4428.0 

80 

5.0 

3.9 

12.2 

17 

2. 

(A)  AIRLINES 

GROUP  COMPOSITE 

20431.6 

6 

57455.5 

5 

970.1 

106 

1760.6 

NM 

4.7 

2.4 

6.1 

21 

1. 

ALASKA  AIR  GROUP 

419.5 

8 

1075.4 

8 

27.4 

13 

18.0 

-35 

6.5 

6.3 

5.1 

14 

0 

AMERICA  WEST  AIRLINES 

408.6 

NA 

1154.3 

NA 

22.7 

NA 

48.8 

NA 

5.5 

NA 

8.9 

12 

1 

AMR 

4445.0 

5 

12722.0 

5 

235.0 

15 

465.0 

32 

5.3 

4.8 

9.5 

10 

6 

CONTINENTAL  AIRLINES 

1515.0 

0 

4402.0 

3 

111.0 

262 

183.0 

NM 

7.3 

2.0 

NM 

NM 

-13 

DELTA  AIR  LINES  (5) 

3188.0 

1 

9306.0 

2 

201.0 

179 

441.0 

NM 

6.3 

2.3 

18.3 

10 

6 

NORTHWEST  AIRLINES 

2561.0 

11 

6883.4 

9 

231.1 

36 

338.5 

30 

9.0 

7.4 

NM 

11 

3 

SOUTHWEST  AIRLINES 

765.0 

12 

2124.2 

8 

67.7 

16 

139.3 

-12 

8.9 

8.6 

12.2 

20 

1 

TOWER  AIR 

169.5 

31 

379.2 

40 

11.1 

75 

11.6 

445 

5.6 

4.9 

15.0 

11 

0 

TRANS  WORLD  AIRLINES 

959  4 

-3 

2512.2 

-5 

-222.9 

NM 

-340.6 

NM 

NM 

NM 

NM 

NM 

UAL 

4127.0 

8 

11276.0 

7 

243.0 

196 

397.0 

502 

5.9 

2.2 

NM 

8 

22 

USAIR  GROUP 

1873.4 

7 

5619.8 

6 

43.1 

NM 

59.0 

NM 

2.3 

NM 

NM 

NM 

-5 
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Wi  the  5/15'  System,  we  can  integrate 
large  amoun  ts  of  data  and  build  a  picture  of 
how  our  fields  are  performing. 


At  Chevron  U.S.A.  ProdLictiidi 
Company,  the  (|uest  is  to  l)e  better  tlian 
the  best.  Out  in  the  field,  engineers  join 
forces  with  earth  scientists,  operations 
staff,  and  support  personnel  to  produce 
millions  of  banels  of  oil  reserves. ..find 
and  develop  new  sources  of  energy... 
and  maintain  quality  and  low  cost  at 
eveiy  stage  of  the  oil  and  gas  production 
process. 


Why 
Chevron  lis. A. 

Production 
Company  Rehes 
on  the 
SAS  System 

^  Chevron 


The  Means  to  Make  Better  Decisions 

Providing  tlie  means  to  deliver  accurate  and  timely 
infomiation  to  improve  work  processes  and  make  better 
business  decisions  is  the  jol)  of  George  Alameda,  Chevron 
U.S.A.  Production  Company  s  Manager  of  Information 
Technology. 

The  company  is  using  the  SAS  System  to  help  with 
enteiprise-wide  infonnation  deliveiy.  '"Our  mission  is  to 
make  financial,  operational,  and  reseivoir  data  availal)le 
in  an  easy-to-use  format  to  all  the  asset  teams  at  work  in 
CUSA  Production  Co.,"  says  Alameda.  "We've  found  the 
SAS  System  is  a  superior  solution  for  analyzing  data, 
turning  data  into  useful  metrics,  and  guiding  our  c  ross- 
functional  teams  toward  improved  work  jiiocesses." 

One  team,  in  CUSA  Productions  Western  Business 
Unit,  is  tracking  the  profital)ility  of  individual  wells,  "its 
a  tremendously  dilficult  task  to  <)|)tin]ize  our  fiehl 
operations  for  maximum  profitability."  says  Alameda. 


"With  the  SAS  System,  we  can  integi^ate 
lar  ge  amourrts  of  data  trrrd  brrild  a  pit'ture 
to  c(jmpare  orre  field  against  another  and 
challenge  our  asset  teams  to  identify  and 
share  best  operating  practices." 

Reaching  for  the  Best 

Alarrreda  l(X)ks  forward  to  extending 
the  use  ol  the  rrretrics  and  perfomiance 
rrronitoring  data  to  errrployees  tryirrg  to 
irrrpr'ove  their  wor  k  prxx'esses.  He  admits 
his  visiorr  is  lar  reachirrg.  but  so  is  the  SAS  System.  "Our 
challenge  is  to  be  better  lharr  the  best,"  he  concludes, 
"and  the  SAS  System  is  helping  us  reach  that  goal." 


lb  receive  a  SAS  System  Executive  Siuiuiiary, 
give  lis  a  ctill  or  visit  us  on  the  World  Wide  Web 
at  http://M'ww.sas.oom 


SAS  lii>tiliite  Inc. 
Phdiir  919-677-8200 
Fax  919-677-4444 
Kmail:  |]W@sas.sas.i-om 


SAS  is  a  iPf^islered  tiailriiiark  cil  SAS  Institute  Inc. 
Copyright  ©  1995  by  SAS  Institute  Inc. 


CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


MARGINS 


3RD 

CHANGE 

9 

CHANGE 

3R0 

CHANGE 

9 

CHANGE 

3RD 

3RD 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

$MIL 

% 

$MIL 

% 

$Mll 

% 

$MIL, 

% 

% 

% 

002.5 

9 

25951.7 

8 

802.1 

9 

1982.5 

5 

8.9 

8.9 

RETURN  ON 
COMMON 

EQUITY  PRICE- 

12  MONTHS  EARNINGS 

ENDING  RATIO 

9-30  10-20 


(B)  RASLROADS 

GROUP  COMPOSITE 


15.0 


15 


BURLINGTON  NORTHERN  SANTA  FE 

1460.0 

17 

4091.0 

12 

139.0 

21 

377.0 

33 

9.5 

9.2 

24.3 

14 

CONRAIL 

923.0 

-3 

2735.0 

0 

116.0 

9 

294.0 

58 

12.6 

11.2 

14.1 

13 

CSX 

2565.0 

8 

7733.0 

9 

202.0 

14 

342.0 

-17 

7.6 

7.2 

14.5 

15 

NORFOLK  SOUTHERN 

1183.9" 

1 

3512.8 

3 

183.9 

9 

535.8 

9 

15.5 

14.4 

14.9 

14 

SOUTHERN  PACIFIC  RAIL 

796.6 

-1 

2357.9 

0 

1.2 

-96 

-5.3 

NM 

0.2 

4.2 

13.7 

26 

UNION  PACIFIC 

1974.0 

22 

5512.0 

14 

160.0 

19 

440.0 

5 

8.1 

8.3 

12.5 

14 

4 

(C)  TRANSPORTATION  SERVICES 

GROUP  COMPOSITE 

5626.7 

9 

16697.3 

12 

166.4 

1 

520.5 

15 

3.0 

3.2 

12.1 

14 

2. 

AIRRORNF  FRFIGHT 

560  6 

14 

1536  4 

14 

7.7 

_5 

11.8 

-58 

1  4 

I  ~j 

5  7 

23 

AMTRAN 

194.4 

25 

550.4 

25 

3.6 

31 

12.3 

31 

1.8 

1.8 

8.3 

21 

AVIALL 

214.1 

0 

647.5 

3 

4.4 

32 

8.5 

47 

2.1 

1.5 

3.7 

13 

FEDERAL  EXPRESS  (7) 

2453.4 

10 

7255.5 

10 

75.3 

23 

225.6 

30 

3.1 

2.7 

13.4 

15 

GATX 

311.7** 

4 

914.1 

8 

25.5 

5 

82.1 

24 

8.5 

8.5 

13.5 

1 1 

RYDER  SYSTEM 

1254.0 

5 

3822.0 

1 1 

20.9 

-50 

99.0 

-14 

1.7 

3.5 

11.6 

14 

TRINITY  INDUSTRIES  (9) 

528.5 

13 

1871.4 

21 

27.9 

25 

81.1 

45 

4.4 

4  0 

14.9 

12 

(D)  TRUCKING  &  SHIPPING 

GROUP  COMPOSITE 

5303.3 

5 

15675.9 

11 

80.5 

-22 

164.5 

28 

1.5 

2.0 

5.2 

44 

0. 

ALEXANDER  &  BALDWIN 

245,3** 

-13 

762.3 

-5 

10.3 

-5 

19.8 

-55 

4.2 

3.9 

5.7 

25 

AMERICAN  PRESIDENT 

711.1** 

6 

2126.1 

5 

30.9 

37 

45.2 

-11 

4.3 

3.4 

11.3 

12 

CONSOLIDATED  FREIGHTWAYS 

1322.8 

7 

3939.5 

16 

15.5 

-24 

51.9 

52 

1.2 

16 

9.8 

14 

GREYHOUND  LINES 

198.9 

7 

492.1 

5 

15.3 

NM 

-13.3 

NM 

7.7 

NM 

-48.3 

NM 

HUNT  (J.  B.)  TRANSPORT  SERVICES 

355.1 

13 

993.8 

13 

1.8 

-85 

4.5 

-84 

0.5 

3.9 

4.1 

38 

LANDSTAR  SYSTEM 

298.7 

21 

902.5 

28 

7.2 

0 

19.8 

15 

2.4 

2.9 

23.4 

12 

ROADWAY  SERVICES 

1108.4 

2 

3292.8 

8 

2.3 

-80 

6.2 

5 

0.2 

1.1 

2.0 

88 

TNT  FREIGHTWAYS 

290.0 

6 

855.1 

15 

8.7 

-31 

26.5 

15 

3.0 

4-6 

15.8 

11 

YELLOW 

772.0 

0 

2310.8 

10 

-11.6 

NM 

-7.4 

NM 

NM 

1.7 

0.8 

97 

24  UTILITIES  &  POWER 


INDUSTRY  COMPOSITE 

49626.0 

7 

1  'ISOPfi  1 

2 

6617.9 

7 

15319.7 

3 

13.3 

13.3 

1 1.4 

13 

2. J 

(A)  ELECTRIC,  WATER  &  COGENERATION 

GROUP  COMPOSITE 

46793.4 

6 

125767.3 

2 

6449.5 

6 

14645.5 

7 

13.8 

13.8 

11.4 

13 

2.> 

AES 

174,1 

28 

512.1 

29 

27.3 

7 

78.6 

9 

15.7 

18.7 

22.9 

15 

ALLEGHENY  POWER  SYSTEM 

672.1 

14 

1975.2 

7 

63.4 

15 

192.8 

7 

9.4 

9.3 

11.1 

14 

AMERICAN  ELECTRIC  POWER 

1523.0 

10 

4244.5 

1 

168.3 

9 

440.7 

1 

11.0 

11.1 

11.8 

14 

BALTIMORE  GAS  &  ELECTRIC 

848.8 

13 

2209.1 

2 

163.3 

29 

285.1 

3 

19.2 

15.8 

10.8 

14 

CAROLINA  POWER  &  LIGHT 

875.5 

9 

2285.7 

2 

151.9 

25 

305.9 

14 

17.4 

14.9 

13.1 

14 

CENTERIOR  ENERGY 

739.6 

11 

1934.1 

5 

124.3 

15 

237.6 

9 

16.8 

16.3 

12.0 

7 

CENTRAL  &  SOUTH  WEST 

1087.0 

2 

2666.0 

-6 

203.0 

7 

354.0 

3 

18.7 

17.7 

13.2 

13 

CENTRAL  MAINE  POWER 

217.9 

-7 

583.8 

0 

10.4 

-26 

28.2 

-31 

4.8 

5.0 

-9.5 

NM 

CtPSCO 

243.9 

13 

638.3 

-1 

42.7 

22 

70.1 

0 

17.5 

15.3 

13.1 

15 

CONSOLIDATED  EDISON  CO.  OF  N.  Y. 

1879.9 

3 

5008.5 

2 

333.3 

-2 

510.7 

-1 

17.7 

18.7 

13.0 

10 

DETROIT  EDISON 

1032.3 

9 

2768.5 

2 

148.0 

19 

353.0 

9 

14.3 

13.2 

12.4 

12 

DOMINION  RESOURCES 

1345.0 

11 

3517.1 

1 

209.6 

22 

419  5 

-11 

15.5 

14.2 

9.1 

17 

DPL 

303.7 

13 

933.5 

3 

39.7 

7 

135.5 

3 

13.1 

13.9 

14.4 

15 

DOE 

352.8 

5 

939.8 

0 

57.1 

14 

137.1 

11 

16.2 

14.9 

13.2 

12 

DUKE  POWER 

1380.0 

8 

3543.4 

3 

285.2 

17 

524.0 

14 

20.7 

19.2 

14.4 

14 

ENTERGY 

1937.5 

7 

4855,5 

1 

282.2 

73 

540.1 

29 

14.5 

9.1 

7.3 

13 

FLORIDA  PROGRESS 

862.5 

14 

2308.7 

11 

93.5 

19 

200.2 

15 

10.8 

10.4 

11.9 

14 

FPL  GROUP 

1587.0 

5 

4231.1 

2 

250.3 

8 

508.2 

8 

15.8 

15.4 

13.1 

13 

3  > 

GENERAL  PUBLIC  UTILITIES 

1095.1 

10 

2873.7 

2 

244.3 

104 

399.7 

211 

22.3 

12.0 

16.1 

9 

3 

HAWAIIAN  ELECTRIC  INDUSTRIES 

336.9 

6 

963.1 

11 

26.9 

10 

67,1 

17 

8.0 

7.7 

11.8 

14 

2 

lES  INDUSTRIES 

238.5 

15 

634.3 

8 

31.3 

11 

51,1 

-7 

13.1 

13.5 

10.7 

12 

2 

ILLINOVA 

486.1 

13 

1255.9 

3 

95.7 

23 

167.4 

14 

19.7 

18.1 

11.7 

12 

2 

KANSAS  CITY  POWER  &  LIGHT 

277.7 

9 

681.9 

1 

57.7 

15 

99.2 

17 

20.8 

19.7 

13.3 

14 

1 

KU  ENERGY 

194.4 

24 

516.3 

8 

25.1 

8 

55.5 

-13 

12.9 

14.8 

11.0 

17 

1 

LONG  ISLAND  LIGHTING 

875.8 

-4 

2320.8 

-4 

131.2 

-22 

242.9 

-8 

15.0 

18.5 

9.6 

9 

1 

MIDAMERICAN  ENERGY 

425.2 

12 

1405.2 

-2 

38.1 

-10 

102.3 

-11 

8.9 

11.0 

9.4 

14 

1 

MONTANA  POWER 

217.5 

-7 

685.4 

-4 

16.2 

-12 

58.1 

-15 

7.4 

7.8 

10.0 

13 

1 

NEVADA  POWER 

280.1 

4 

598.7 

-2 

53.1 

5 

71.0 

-9 

18.9 

18.8 

9.7 

14 

1 

NEW  ENGLAND  ELECTRIC  SYSTEM 

599.1 

1 

1691.0 

0 

76.0 

25 

161.5 

-4 

12.7 

10.3 

12.2 

13 

2 

NEW  YORK  STATE  ELECTRIC  &  GAS 

454.7 

7 

1475.5 

7 

43.5 

41 

143.7 

12 

9.4 

7.2 

10.8 

10 

2 

NIPSCO  INDUSTRIES 

370.4 

11 

1253.3 

0 

38.5 

24 

130.5 

6 

10.4 

9.3 

15.2 

14 

2 

NORTHEAST  UTILITIES 

985.1 

7 

2770.1 

1 

97.9 

29 

249.0 

-2 

9.9 

8.2 

12.0 

11 

2 

NORTHERN  STATES  POWER 

565.0 

9 

1915.8 

2 

88.8 

17 

216.8 

11 

13.4 

12.4 

13.0 

13 

3 

OHIO  EDISON 

657.0 

9 

1848.6 

3 

94.2 

5 

245.3 

5 

14.1 

14.5 

12.5 

12 

2 

ORANGE  &  ROCKLAND  UTILITIES 

231.9 

-3 

789.1 

4 

14.8 

-10 

33.8 

0 

6.4 

6.8 

9.2 

14 

2 

PACIFIC  GAS  &  ELECTRIC 

2545.2 

-7 

7400.3 

-5 

377.5 

-11 

1111.8 

23 

14.3 

14.9 

13.3 

11 

2 

PECO  ENERGY 

1125.2 

8 

3142.4 

1 

189.3 

634 

504.9 

58 

16.8 

2.5 

13.4 

11 

2 

PINNACLE  WEST  CAPITAL 

558.8 

1 

1298.1 

-2 

119.3 

19 

195.7 

5 

21.3 

18.0 

12.1 

11 

2 

PORTLAND  GENERAL 

222.5 

4 

701.7 

1 

16.5 

15 

52.0 

-32 

7.5 

5.8 

8.0 

20 

1 

PP&L  RESOURCES 

682.2 

3 

2018.9 

-3 

94.1 

22 

254.0 

4 

13.8 

11.6 

9.0 

16 

1 

154  BUSINESS  WEEK  /  NOVEMBER  13,  1995 


American  General.  We  Provide 
Retirement  Annuities,  Consumer  Loans, 
JFE  Insurance  And  Shareholder  Value. 


1^)  American  General  Corporation, 


headquartered  in  Houston,  is  one  of  the 


nation's  largest,  most  successful  con- 


sumer financial  services  organizations. 


We're  a  leading  provider  of  retirement 


annuities,  consumer  loans,  and  life 


insurance.     Founded  in  1926,  we  help 


8  million  families  meet  their  financial 


security  needs.  Financial  security  is  also 


important  to  another  group.  Our  share- 


holders. Cgl  In  fact,  building  shareholder 


value  is  one  of  our  guiding  principles. 


0  Our  record  speaks  for  itself; 


annualized  total  return  to  shareholders 


of  2 1  %  over  the  last  20  years . . .  inc reased 


dividends  each  year  during  the  same 


period... and  more  recently,  earnings 


have  doubled  over  the  last  five  years. 


Today,  American  General  has  assets 


of  $58  billion  and  shareholders'  equity 


of  $5.3  billion.  Financial  strength 


has  its  rewards,  as  does  our  commit- 


ment to  our  customers  and  our  share- 


holders. ^  To  learn  more  about  American 


General  (NYSE:  AGC),  please  contact 


Investor  Relations  at  (800)  AGC-1111. 


AMERICAN 


Providing  Retirement  Annuities,  Consumer  Loans,  Life  Insurance  And  Shareholder  Value. 


CORPORATE  SCOREBOARD 


COMPANY  SALES  PROFITS 


3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE- 

QUARTER 

EROM 

MONTHS 

EROM 

QUARTER 

EROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

ENDING 

RATIO 

SMIL 

% 

$MIL 

% 

$MIL 

% 

SMIL 

% 

% 

% 

9-30 

10-20 

PUBLIC  SERVICE  CO.  OF  COLORADO 

468.5 

8 

1587.7 

4 

45.8 

-7 

127.7 

7 

9.8 

11.4 

12.8 

13 

PUBLIC  SERVICE  CO.  OF  NEW  MEXICO 

195.6 

-11 

617.4 

-10 

29.0 

33 

70.6 

8 

14.8 

10.0 

11,9 

9 

PUBLIC  SERVICE  ENTERPRISE  GROUP 

1492.1 

8 

4497.2 

1 

199.0 

1 

546.6 

-5 

13.3 

14.3 

12.0 

11 

PUGET  SOUND  POWER  &  LIGHT 

248.6 

-6 

848.5 

-1 

19.0 

27 

90.6 

14 

7.7 

5.5 

9.8 

13 

ROCHESTER  GAS  &  ELECTRIC 

245.2 

7 

745.7 

_2 

25.9 

448 

72.3 

48 

11.0 

2. 1 

11.9 

10 

SAN  OIEGO  GAS  &  ELECTRIC 

478.7 

0 

1401.9 

0 

61.8 

3 

179,1 

21 

12.9 

12.5 

15.3 

12 

SCANA 

373.5 

3 

1029.4 

2 

59.5 

282 

139,2 

35 

18.6 

5.0 

11,3 

17 

SCECORP 

2670,0 

0 

5352,9 

1 

298.9 

5 

535,9 

10 

11.2 

10.6 

11.8 

1 1 

SOUTHERN 

2758,4 

16 

6871.0 

8 

491.4 

12 

1010,0 

15 

17.8 

18.4 

13,3 

14 

cm  ITUIA/CCTrDU  DIIDIir  CCD\lirC  tA\ 

oUU  1  nWto  1  tKn  ruDLIL  otKVIbt  (4J 

259,8 

2 

646.9 

1 

53,2 

37 

98,3 

29 

20.5 

15,3 

16,6 

1 2 

1  tLU  tNtKbT 

389, 1 

6 

1057.9 

3 

64. 1 

16 

148,8 

12 

15.5 

15,1 

1 5,2 

17 

TEXAS  UTILITIES 

1775.7 

4 

4373.9 

-2 

-420.5 

NM 

-151,9 

NM 

NM 

18,7 

-2,9 

NM 

-J 

TllPCnW  CI  CPTDIP  DnufCD 

lULoUN  tLcLIKIL  rUWtK 

2 1 7.8 

-1 

522.8 

-3 

50.7 

49 

48.8 

60 

27.9 

18.5 

NM 

13 

1  luipnu/i 
UNILUIVl 

2190.9 

18 

5328.5 

1 1 

424.3 

51 

655,5 

102 

19.4 

15.1 

12.5 

10 

NMiniJ  CI  CPTDir 

713,7 

5 

1 574.4 

2 

1 72,5 

4 

286,9 

-5 

24.2 

24.5 

13.0 

14 

UNITED  ILLUMINATING 

200,3 

9 

529.1 

5 

26,5 

3 

45,8 

1 

13,2 

14.0 

10.9 

11 

WESTERN  RESOURCES 

423,9 

12 

1174.8 

-7 

71,9 

25 

135,2 

-12 

17,0 

15.2 

10.5 

13 

WHEELABRATOR  TECHNOLOGIES 

356.0 

6 

1099.2 

17 

51,4 

4 

148,0 

7 

14,4 

14.8 

13.1 

14 

WISCONSIN  ENERGY 

426.4 

6 

1302.6 

58,7 

13 

173.5 

45 

13.8 

12.9 

13.1 

14 

WPL  HOLDINGS 

201.4 

1 

609.5 

-2 

21,5 

33 

49.8 

-9 

10.7 

8.1 

10.2 

15 

(B)  GAS,  OIL  &  TRANSMISSION 

GROUP  COMPOSITE 

2832.6 

16 

9258.9 

13 

168.5 

69 

674.2 

31 

5.9 

4.1 

10.7 

15 

EL  PASO  NATURAL  GAS 

240.2 

15 

629,5 

-2 

20,3 

-4 

52.5 

-5 

8.4 

10,1 

12.3 

11 

MCN 

213.2'* 

4 

1044.3 

-8 

-8,6 

NM 

60.1 

5 

NM 

NM 

11.6 

17 

ONEOK  (4) 

191.8 

48 

783,5 

27 

-2,3 

NM 

35.0 

23 

NM 

NM 

10.5 

15 

PANHANDLE  EASTERN 

1133.7 

1 

3649,1 

7 

73,6 

44 

225.2 

31 

5.5 

4,5 

13.1 

15 

UTILICORP  UNITED 

341.4 

8 

1133,7 

1 

17,0 

18 

56,4 

-7 

5.0 

4.6 

9.6 

15 

WILLIAMS 

712.4 

52 

2018,7 

58 

58,5 

113 

235,0 

80 

9.6 

6.9 

8.9 

16 

ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  each  company  name  identifies  the  Scoreboard  category  under  which  it  is  listed 


A&PlOc 

Abbott  Laboratories  12d 
ABM  Industries  21e 
ACX  Technologies  7b 
Advanced  Micro  9d 
ADV0  21d 
AES  24a 

Aetna  Life  i  Casualty  17b 
AFLAC  17b 
AGCO 15c 

Alimanson  (H  F )  17c 
Air  Products  &  Chemicals  4 
Airborne  Freight  23c 
AirTouch  Communications  22a 
AK  Steel  Holding  16b 
Alaska  Air  Group  23a 
Albemarle  4 
Alberto-Culver  6d 
Albertson's  lOc 
AIco  Standard  5 
Alcoa  16a 
Alex  Brown  17a 
Alexander  &  Alexander  173 
Alexander  8,  Baldwin  23d 
Alleghany  17a 
Allegheny  Ludlum  16b 
Allegheny  Power  24a 
Allergan  12b 
AlliedSignal  5 
Allstate  17b 
Alltel  22b 
Alumax  16a 

AMC  Entertainment  14b 
Amdahl  18b 
Amerada  Hess  11a 
America  West  23a 
American  Brands  6e 
American  Electric  24a 
American  Express  17a 
American  General  17b 
Ameiican  Greetings  14d 
American  Home  12b 
American  Intl.  Group  17b 


American  National  17b 
American  President  23d 
American  Standard  13a 
American  Stores  10c 
Ameritech  22b 
Ames  Dept  Stores  8 
Ametek  93 
Amgen  12b 
Amoco  11a 
AMP  9d 
Amphenol  9d 
AMR  233 
Amlran  23c 
Analog  Devices  9d 
Anheuser-Busch  6c 
AnnTaylor  Stores  8 
Apache 1l3 
Apogee  Enterprises  21a 
Apple  Computer  18b 
Applied  Materials  15c 
Arbor  Drugs  123 
Arcadian  4 
Aico  Chemical  4 
Armco  16b 
Armstrong  World  6b 
Arrow  Electronics  21b 
Arviii  Industries  2b 
Asarco  16c 
Ashland  11a 
AT&T  22a 
AT&T  Capital  17a 
Atlantic  Richfield  11a 
Atmel  9d 

Automatic  Dat.i  18c 
AutoZone  8 
Avery  Dennison  153 
Aviall  23c 
Avnet  21b 
Avon  Products  6d 


Baker  (J )  8 
Ball  7a 

Baltimore  GiE  24a 
Banc  One  3b 


Bancorp  Hawaii  3d 
Bank  of  Boston  3a 
Bank  of  New  York  3a 
BankAmerica  3d 
Bankers  Trust  3a 
BanPonce  3c 
Bard  (CR)12d 
Barnes  &  Noble  8 
Bausch  &  Lomb  12d 
Baxter  International  12d 
Bay  Networks  18c 
BayBanks  3a 
BDM  International  21a 
Bear  Stearns  17a 
Bearings  21b 
Beckman  Instruments  9c 
Bell  &  Howell  Holdings  18a 
Bell  Atlantic  22b 
BellSouth  22b 
Belo  (A  H  )  20b 
Bemis  7b 
Beneficial  17a 
Best  Buy  6b 
Best  Products  8 
Bethlehem  Steel  16b 
Betz  Laboiatoiies  4 
Beverly  Enterprises  12c 
Bindley  Western  Inds  12a 
Birmingham  Steel  16b 
Black  &  Decker  15b 
Block  (H&R)  173 
Boatmen's  Bancshares  3b 
Bob  Evans  Farms  14a 
Boeing  1 

Boise  Cascade  19a 
Boise  Cascade  Office  Prods  21b 
Borders  Group  8 
Borg-Warner  Automotive  2b 
Boig-Warner  Security  21e 
Boston  Scientilic  12d 
Bowater  19b 
Boyd  Gaming  14b 
Bradlees  8 

Briggs  &  Stratton  15c 
Brinkei  International  14a 


Bnstol-Myeis  Squibb  12b 
Broadway  Stores  8 
Brown  Group  6a 
Brown-Forman  6c 
Browning-Ferns  21c 
Brunswick  14d 
Burlington  Northern  Santa  Fe  23b 
Burlington  Resources  11a 
Butler  Mfg  21 3 


Cabletron  Systems  18c 
Cablevision  Systems  20a 
Caldor  8 

California  Federal  Bank  17c 
Campbell  Soup  10b 
Capital  Cities/ABC  20a 
Cardinal  Health  12a 
Carlisle  153 
Carnival  14d 
Carolina  Power  243 
Carpenter  Technology  16b 
Carson  Pine  Scott  8 
Case  15c 

Casey's  General  Stores  10c 

Caterpillar  15c 

CBS  203 

CDl21e 

CellStar21b 

Centerior  Energy  243 

Centex  13b 

Central  &  South  West  243 
Central  Maine  Power  243 
Ceridian  18c 

Champion  Enterprises  13b 
Champion  IntI  19b 
Charming  Shoppes  8 
Chase  Manhattan  3a 
Chemed  21b 
Chemical  Banking  3a 
Chesapeake  19b 
Chevron  1  la 
Chrysler  2a 
Cincinnati  Bell  22b 
Cintas  21e 


Cipsco  24a 
Circle  K  10c 
Circuit  City  Stores  8b 
Circus  Ciicus  14c 
Cirrus  Logic  9d 
Cisco  Systems  18c 
Citicorp  33 
Clayton  Homes  13b 
Clotox  6d 

Coast  Savings  17c 
Coastal  1l3 
Coca-Cola  6c 
Coca-Cola  Bottling  6c 
Coca-Cola  Enterprises  6c 
Coleman  14d 
Colgate-Palmolive  6d 
Collins  &  Aikman  15d 
Coltec  Induslnes  15c 
Comerica  3b 
Commerce  Group  17b 
Commercial  Metals  16b 
Compaq  Computer  18b 
CompuCom  Systems  18a 
CompUSA  18c 
Computet  Associates  18c 
Computer  Sciences  18c 
Comsat  22a 
ConAgra  10b 
Cone  Mills  15d 
Connei  Peiipherals  18b 
Conrail  23b 

Consolidated  Edison  24a 
Cons  Fieightways  23d 
Consolidated  Papers  19b 
Consolidated  Stores  8 
Continental  Airlines  233 
Cooper  Industries  93 
Cooper  Tire  S  Rubber  2c 
Coors  (Adolph)  6c 
Corning  15a 
Corporate  Express  8 
Countrywide  Credit  17a 
CPC  International  10b 
Cracker  Barrel  14a 
Crane  21b 


Cray  Research  18b 
Crestar  Financial  3c 
Crown  Cork  &  Seal  7a 
CSX  23b 

cue  International  21e 
Cummins  Engine  2b 
Cyprus  Amax  Minerals  16c 
Cytec  Industries  4 


Dana  2b 

Danahei  15b 

Darden  Restaurants  14a 

Data  General  18b 

Dayton  Hudson  8 

Dean  Foods  10b 

Dean  Witter,  Discover  17a 

Deere  1 5c 

Delchamps  lOc 

Dell  Computer  18b 

Delta  Air  Lines  23a 

Deluxe  183 

Detroit  Diesel  2b 

Detroit  Edison  243 

Dexter  4 

Diamond  Shamrock  11a 
Diebold  18a 
Digital  Equipment  18b 
Dillard  8 
Dole  Food  10b 
Dollar  General  8 
Dominion  Resources  24a 
Donaldson  2b 
Donnelley  (R  R)21d 
Dover  15c 
Dow  Chemical  4 
Dow  tones  20b 
DPL  24a 
DQE  24a 

Dresser  Industries  15c 
DSC  Commons  223 
Duke  Power  243 
Dun  &  Bradstreel  20b 
DuPont  4 

Duracell  International  153 


Eagle  Food  Centers  10c 
Eagle-Picher  Industries  2 
Eastman  Chemical  4 
Eastman  Kodak  14d 
Eaton  2b 
Echim  2b 
Eckerd  12a 
Ecolab  6d 
Edison  Brothers  8 
Edwards  (A  G  )  17a 
fG&G2l3 

El  Paso  Natural  Gas  24b 

Electronic  Data  System  ,  1 

EMC  18b 

Enron  21b 

Entergy  24a 

Equifax  173 

Ernst  Home  Center  8 

Ethyl  4 

Exxon  11a 


Fabn-Centers  of  Amenci 
Family  Dollar  Stores  8 
Fannie  Mae  173 
Fay's  12a 

Federal  Express  23c 
Federal  Home  Loan  17a 
Federal  Paper  Board  7b 
Federal  Signal  ISa 
Federal-Mogul  2b 
Federated  Dept,  Stores  8 
Ferro  4 

Fieldcrest  Cannon  15d 
Fifth  Third  Bancorp  3b 
Fina  11a 
Fingerhut  8 
Finova  Group  173 
First  Amencan  Finl  17a 
First  Bank  System  3b 
First  Chicago  3b 
First  Data  18c 
First  Fidelity  3a 
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With  Sprint 
videoconferencing, 
being  in  eight  cities  a  day 
is  business  as  usual. 


'    '  Presenting  the  Sprint  Meeting  Channel!"" 

*  A  complete  line  ot  ;Rl\  ;uiced  x  idco  ;ind  d;it;i  eontcreiieint; 

solutions  to  help  yon  work  more  etteeti\el\'  with 
distant  locations.  So  you  can  he  taster,  more  prcjductis'c 
and  more  economical  than  e\cr. 

Meet  face  to  face,  without  the  travel. 
With  Sprint's  all  dijiital,  fiber  optic  network,  you  can  connect 
to  thousands  of  locations  worldwitlc,  e\cn  to  sites  with 
different  cciuipmcnt  anti  networks.  From  your  conference 
room  to  the  desktop  in  your  office,  we  offer  the  equipment 
options,  installation  and  trainini;  you  need,  plus  conference 
sehedulinfi  and  manajicment.  Let 
our  years  of  experience  help  you 
travel  the  world  in  a  day,  and  — ^^B^^— ~-    ^  « 
still  have  time  to  pick  up  the  kids.  ^^^^  k^L/lint® 

Business 


1-800-509-8665 

©  1995  Sprint  Communications  Company  L.P, 


CORPORATE  SCOREBOARD 


ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  each  company  name  identifies  the  Scoreboard  category  under  which  it  is  listed 


First  Financial  Mgmt  17a 
First  Interstate  Bancorp  3il 
First  ot  America  Bank  3b 
First  Security  3d 
First  Tennessee  Natl.  3c 
First  Union  3c 
Firstar  3b 
Flseru  18c 

Fleet  Financial  Group  3a 
Fleetwood  Ents.  14d 
Fleming  10a 
Florida  Progress  24a 
Flowers  Industries  10b 
Fluor  21a 
FMC  15c 
Food  Lion  10c 
Foodbrands  America  10b 
Ford  Motor  2a 
Fort  Howard  19b 
FPL  Group  24a 
Freeport-l^cMoRan  16c 
Freeport-McMoRan  C&G  16c 
Fremont  General  17b 
frontier  22b 
fruit  ol  tlie  Loom  6a 
fuller  (H  B.)  4 


Gannett  20b 
Gap  8 

Gateway  2000  18b 
GATX  23c 
GenCorp  1 
Genentech  12b 
General  Dynamics  1 
General  Electric  5 
General  Instrument  3b 
General  Mills  10b 
General  Motors  2a 
General  Nutrition  10c 
General  Public  Uts  24a 
General  Signal  9a 
Genuine  Parts  21b 
Geon  4 

Georgia  Gulf  4 
Georgia-Pacific  19a 
Getty  Petroleum  21b 
Giant  Food  10c 
Giddingsi  Lewis  15b 
Gillette  6il 

Glendale  Federal  Bank  17c 

Golden  West  17c 

Goodrich  (B  F )  4 

Goodyear  Tire  S  Rubber  2c 

Goulds  Pumps  15c 

Government  Technology  Sues  18c 

Grainger  (WW)  21b 

Great  A«P  lOc 

Great  Lakes  Chemical  4 

Great  Western  17c 

Green  Tree  Financial  17a 

Greif  Bros  7b 

Greyhound  Lines  23d 

GTE  22b 

Gtech  Holdings  18c 
Guidant  12d 


Halliburton  lib 
Handleman  21e 
Hanna  (M  A  )  4 
Hannaford  Brothers  10c 
Harcourt  General  5 
Harley-Davidson  14d 
Harman  International  14d 
Harnischleger  15c 
Harrah's  Entertainment  14c 
Harris  9b 
Harsco  15a 
Hartford  Steam  17b 
Hasbro  14d 
Hawaiian  Electric  24a 
Health  Care  &  Retirement  12c 
Healthsouth  12c 
Hechinger  8 
Heillg-Meyers  8b 
Heiriz  (H  J.)  10b 
Helene  Curtis  Industries  Bd 
Hercules  4 
Hershey  Foods  10b 
Hewlett-Packard  18b 


Hillenbrand  15a 
Hills  Stores  8 
Hilton  Hotels  14c 
Home  Depot  8 
Home  Shopping  8 
HON  Industries  18a 
Honeywell  9c 
Horace  Mann  17b 
Horizon/GMS  Healthcare  12c 
Hormel  Foods  10b 
Houghton  Miffhn  20b 
Hounanian  Ents  13b 
Hubbell  9a 

Hughes  Electronics  9b 
Hughes  Supply  21b 
Hunt  (J  B  )23d 
Huntington  Bancshares  3b 


IBM  18b 
IBP  10b 

lES  Industries  24a 
Illinois  Tool  Works  15a 
lllinoua  24a 
IMC  Global  4 
InaCom  21e 
Inlormix  18c 
Ingersoll-Rand  15c 
Inland  Steel  1Gb 
Integra  Financial  3a 
Integrated  Device  Tech,  9d 
Intel  9d 

Intelligent  Electionics  18a 
Interlace  15d 
Intergraph  18c 
International  Flavors  4 
IntI  Multifoods  10a 
International  Paper  19b 
Interpublic  Group  21  d 
Interstate  Bakeiies  10b 


l&L  Specialty  Steel  16b 
labil  Circuit  9d 
lames  River  19b 
lefferson  Smurfit  7b 
Johnson  &  Johnson  12d 
Johnson  Controls  15a 
tones  Apparel  Group  63 
IP  Foodservice  10a 


Raiser  Aluminum  16a 
Kaman  21b 

Kansas  City  Power  &  Light  24a 
Kaufman  &  Broad  13b 
Kellogg  10b 
Kellwood  6a 
Kelly  Services  21  e 
Kerr-McGee  11a 
KeyCorp  3b 
Kimball  IntI  6b 
Kimberly-Clark  19b 
Kmart  8 

Knight-Ridder  20b 
Kohl  s  8 
Kroger  lOc 
KU  Energy  24a 


La-Z-Boy  Chair  6b 

Laboratory  Corp,  of  America  12c 

Lafarge  13a 

Lam  Research  15c 

Lands'  End  8 

Landstar  System  23d 

LCI  International  22a 

Lear  Sealing  2b 

Lehman  Brothers  Holdings  17a 

Lennar  13b 

Levitz  Furniture  Bb 

Lilly  (Eh)  12b 

Limited  8 

Lincoln  National  17b 
Litton  Industiies  9b 
Liz  Claiborne  6a 
Lockheed  Martin  1 
Loctite  4 

Long  Island  Lighting  24a 
Longs  Drug  Stores  12a 
Longview  Fibre  7b 


Loral  9b 
Lowe's  8 
LSI  Logic  9d 
LTV  16b 
Lubrizol  4 
Lukens  16b 
Lyondell  4 


Magma  Copper  16c 

MallinckrodI  Group  12d 

Manor  Care  12c 

Manpower  21e 

Manville  t9b 

Mark  IV  Industries  15a 

Marriott  IntI  14c 

Marsh  &  McLennan  17a 

Marshall  Industries  21b 

Martin  Marietta  Materials  13a 

Mattel  14d 

Maxxam  16a 

May  Department  Stores  8 

Maytag  6b 

MBNA  33 

McCornuck  10b 

McDonald's  14a 

McDonnell  Douglas  1 

McGraw-Hill  20b 

MCI  Communications  22a 

McKesson  12a 

MCN  24b 

M  D  C  Holdings  13b 
Mead  19b 
Media  General  20b 
Medtronic  12d 
Mellon  Bank  3a 
Melville  8 

Mercantile  Bancorp,  3b 
Mercantile  Stores  8 
Merck  12b 
Meredith  20b 
Meridian  Bancorp  33 
Merrill  Lynch  173 
Meyer  (Fred)  8 
MGM  Grand  14c 
Michaels  Stores  8 
Micro  Warehouse  8 
MicroAge  18a 
Micron  Electronics  18b 
Micron  Technology  9d 
Microsott  18c 
Mid  Atlanlic  Medical  21  e 
MidAmerican  Energy  24a 
Midlantic  3a 
Miller  (Herman)  18a 
Minnesota  Mining  15a 
Mirage  Resorts  14c 
Mitchell  Energy  1  la 
Mobil  11a 
Modine  MIg  2b 
Mohawk  Industries  15d 
Molex  9d 
Monsanto  4 
Montana  Power  243 
Morgan  (J  P  )3a 
Morgan  Stanley  17a 
Morrison  Restaurants  14a 
Morton  International  4 
Motorola  9b 
Mueller  Industries  16c 
Murphy  Oil  11a 
Musicland  Stores  14d 


Nabisco  Holdings  10b 
Nacco  Industries  15b 
NaIco  Chemical  4 
National  City  3b 
National  Convenience  lOc 
National  Semicond  9d 
National  Service  9a 
National  Steel  IBb 
NationsBank  3c 
Navistar  International  2a 
NBD  Bancorp  3b 
NCH  6d 

Neiman  Marcus  Group  8 
Nevada  Power  24a 
New  England  Electiic  24a 
New  York  State  EiG  24a 
New  York  Times  20b 


Newell  15a 
Newmont  Mining  16c 
Nike  6a 

Nipsco  Industries  24a 
NL  Industries  4 
Nordstrom  8 
Norfolk  Southern  23b 
Norrell21e 
Nortek 13a 

Northeast  Utilities  24a 
Northern  Stales  24a 
Northern  Trust  3b 
Northrop  Grumman  1 
Northwest  Airlines  23a 
Northwestern  Steel  &  Wire  16b 
Norwest  3b 
NovaCare  12c 
Novell  18c 
Nucor  16b 
Nynex  22b 


Occidental  Pet,  11a 
Office  Depot  8 
OfficeMax  8 
Ohio  Edison  24a 
Old  Kent  Financial  3b 
0lin4 
Olsten  21  e 
Oneok  24b 
Oracle  18c 

Orange  &  Rockland  Uts.  24a 
Oregon  Steel  Mills  16b 
OrNda  HealthCorp  12c 
Owens  &  Minor  12d 
Owens-Corning  13a 
Owens-lllinois  7a 
Oxford  Industries  6a 


Paccar  2a 
Pacitic  GiE  24a 
Pacific  Telesis  Group  22b 
Paging  Network  22a 
PaineWebber  Group  17a 
Pall  5 

Pamida  Holdings  8 
Panhandle  Eastern  24b 
Parker  Hannifin  15a 
Paul  Revere  17b 
Payless  Cashways  8 
PECO  Energy  24a 
Penn  Traffic  lOc 
Penney(JC)8 
Pentair  15c 
Pep  Boys  8 
PepsiCo  6c 
Perkin-Elmer  9c 
Petsmart  8 
Pfizer  12b 
Phelps  Dodge  16c 
PHH  21e 
Philip  Morris  6e 
Phillips  Petroleum  11a 
Phillips-Van  Heusen  6a 
Pier  I  Imports  6b 
Pinkerton's  21e 
Pinnacle  West  24a 
Pioneer-Standard  21b 
Pittway  5 
PNC  Bank  3a 
Polaris  Industries  15a 
Polaroid  14d 
Pope  i  Talbot  19a 
Portland  General  24a 
Pollatch  19b 
PP&L  Resources  24a 
PPG  Industries  13a 
Praxair  4 
Premark  IntI  5 
Premier  Industrial  21b 
Price/Costco  8 
Procter  &  Gamble  6d 
Progressive  17b 
Provident  Life  17b 
Providian  17b 
PS  Co  of  Colorado  24a 
PS  Co  of  New  Mexico  243 
Public  Service  Ent  24a 
Puget  Sound  Power  24a 
Pulte  13b 


Ouaker  Oats  10b 
Quaker  State  11a 
Duality  Food  Centers  10c 
Ouanex 16b 
Quantum  18b 
Quorum  Health  Group  12c 


Raychem  9a 
Rayonier  19a 
Raytheon  9b 
Read-Rite  9d 
Reebok  International  6a 
Regions  Financial  3c 
Republic  New  York  3a 
RevcoD  S,  12a 
Rexel  21b 

Reynolds  Metals  16a 
Rhone-Poulenc  Rorer  12b 
Richfood  Holdings  10a 
Rite  Aid  12a 
Riverwood  Intl.  7b 
RJR  Nabisco  6e 
Roadway  Services  23d 
Rochester  GSE  24a 
Rohm  &  Haas  4 
Rohr  1 

Ross  Stores  8 
Rouge  Steel  16b 
RPM  13a 
Rubbermaid  15a 
Russell  6a 
Ryder  System  23c 
Rykott-Sexton  10a 


Safeguard  Scientifics  18c 

Temple-Inland  7b 

Safety-Kleen  21  e 

Tenet  Healthcare  12c 

Safeway  lOc 

Teradyne  9c 

Sallie  Mae  17a 

Terra  Inds,  4 

Salomon  17a 

Tesoro  Petroleum  Ua 

San  Diego  G&E  24a 

Texaco  11a 

Sara  Lee  10b 

Texas  Industries  13a 

SBC  Communications  22b 

Texas  Instruments  9d 

Scana  24a 

Texas  Utilities  243 

SCEcoip  24a 

Textron  5 

Schering-Plough  12b 

Thiokol  1 

Schlumberger  lib 

Thomas  &  Betts  9a 

Schulman  (A )  4 

Thorn  Apple  Valley  10b 

Schwab  (Charies)  17a 

3Com  18b 

SCI  Systems  9d 

3M  15a 

Scott  Paper  19b 

Tiffany  8 

Scripps(EW)20b 

TIG  Holdings  17b 

Seaboard  10b 

Timberland  6a 

Seagate  Technology  18b 

Time  Warner  20b 

Sealed  Air  15a 

Times  Mirror  20b 

Sears,  Roebuck  8 

Timken  15c 

Service  Corp.  IntI  21  e 

TJX  8 

Service  Merchandise  8 

TNT  Freightways  23d 

ServiceMaster  21e 

Toll  Brothers  13b 

Shaw  Industries  15d 

Torchmark  17b 

Shawmut  National  3a 

Toro  6b 

Sherwin-Williams  133 

Tosco  lla 

Shoney's  I4a 

Tower  Air  23a 

ShopKo  Stores  8 

Toys  'R'  Us  8 

Silicon  Graphics  18b 

Tracer  9b 

Smart  S  Final  10a 

Tians  World  Airlines  23a 

Smith  (A  0  )  2b 

Transamerica  17b 

Smith  International  lib 

Travelers  Group  17a 

Smith's  Food  &  Drug  10c 

Tribune  20b 

Smithfield  Foods  10b 

Trinity  Industries  23c 

Snap-on  15b 

Trinova  15a 

Solectron  9d 

TRW  5 

Sonoco  Products  7b 

Tucson  Electric  Power  24a 

Southdown  13a 

Tultex  63 

Southern  24a 

Tyco  IntI  15c 

Southern  New  Eng  Tel  22h 

Tyco  Toys  14d 

Southern  Pacitic  Rail  23b 
Southland  lOc 
SouthTrust  3c 

u 

U  S,  Bancorp  3d 

Southwest  Airlines  23a 

U  S  Healthcare  12c 

Southwestern  PS  24a 

U  S  Home  13b 

Spiegel  8 

U  S  Surgical  12d 

Sports  Authority  8 

UAL  23a 

Springs  Industries  15d 

UIB  Financial  3a 

Sprint  22a 

Unicom  243 

SI,  Jude  Medical  1 2d 

Unih  15d 

St,  Paul  17b 

Union  Bank  3d 

Standard  Motor  Prods  2b 

Union  Camp  7b 

Standard  Products  2b 
Standard  Register  18a 
Stanhome  6d 
Stanley  Works  15b 
Staples  8 

State  Street  Boston  3a 
Sterling  Chemicals  4 
Stewart  &  Stevenson  15c 
Stone  8.  Webster  21a 
Stone  Container  7b 
Stop  S,  Shop  10c 
Storage  Technology  18b 
Strawbridge  &  Clothier  8 
Stryker  12d 
Sun  11a 

Sun  Microsystems  18b 
Sun  TV  &  Appliances  Bb 
Sundstrand  1 
SunTrust  Banks  3c 
Super  Rite  103 
Supermarkets  Gen  10c 
Supervalu  10a 
Sybase  18c 
Sysco  10a 


Talbols  f 
Tambrands  Bd 
Tandem  Computers  18b 
Tandy  6b 
TCF  Financial  I7c 
Tech  Data  18a 
Teco  Energy  243 
Tecumseh  Products  13a 
Tektronix  Sc 
Teledyne  5 
Teleflex  15a 

Telephone  &  Data  Sys  22a 


Union  Carbide  4 
Union  Electric  24a 
Union  Pacific  23b 
Union  Texas  11a 
Unisys  18b 

United  Asset  Mgmt  17a 
United  Illuminating  24a 
United  Technologies  1 
United  Wisconsin  Services  | 
Unitrin17b 
Univar21b 
Universal  6e 

Universal  Forest  Products  j 

Universal  Health  12c 

Unocal  11a 

UNUM17b 

Upiohn  12b 

US  West  22b 

USAir  Group  23a 

USF&G  17b 

USG13a 

USLilel7b 

UST  Be 

USX-Maratbon  11a 
USX-U  S  Steel  16b 
UtiliCorp  United  24b 


Valero  Energy  11a  I 
Valhi  S 

Valspar13a  I 

Value  City  8  I 

Varian  Associates  9b  I 

Vaiity  15c  I 

Vastar  Resources  11a  I 

Venture  Stores  8  | 

VF6a  I 
Viking  Ottice  Products  8  I 
Village  Super  Market  10c  | 

VLSI  Technology  9d  I 

Volt  Info  Sciences  21e  I 

Vulcan  Materials  13a  | 
VWR  Scientific  Products  21 


Waban  8 
Wabash  National  2b 
Wachovia  3c 
Wal-Mart  .Stores  8 
Walgreen  12a 
Wallace  Computer  18a 
Warner-Lambert  12b 
Washington  Post  20b 
Watts  Industries  15a 
WCI  Steel  16b 
Webb  (Del)  13b 
Weirton  Steel  16b 
Weis  Markets  lOc 
Wells  Fargo  3d 
Western  Atlas  lib 
Western  Digital  18b 
Western  Resources  24a 
Westinghouse  Electric  9a 
WestPoint  Stevens  6a 
Westvaco  13b 
Weyerhaeuser  19b 
Wheelabrator  Techs  243 
Whirlpool  6b 
Whitman  5 
WHX 16b 
Wickes  Lumbei  8 
Willamette  Industries  19a 
Williams  24b 
Winn-Dixie  Stores  10c 
Wisconsin  Eneigy  24a 
Witco  4 

WLR  foods  10b 
WMX  Technologies  21c 
Woolworth  8 
Worthington  Inds.  16b 
WPL  Holdings  24a 
Wyle  Electronics  21b 


Xerox  18b 
Yellow  23d 
York  IntI  13a 
Zale8 

Zenith  Electronics  6b 
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After  failing  to  program  his  VCR  for  the  last  time,  ^ 
Tiny  welcomed  the  simplicity  of  his  HP  ScanJet  scannen^ 


Introducing 
the  HP  ScanJet  4c 

FYom  set  up  to  start  up,  from 
software  installation  to  image 
capture,  the  HP  ScanJet  4c 
makes  the  whole  scanning 
process  easier.  2400-dpi  en- 
hanced resolution  (600-dpi 
optical),  internal  30-bit  color, 
and  1,024  levels  of  gray  pro- 
duce documents  that  are  rich, 
detailed,  and  impactful.  The 
HP  ScanJet  4c  also  includes 
image-editing  software,  OCR 
software  for  text  recognition, 
and  new  software  for  electronic 
file  distribution  and  manage- 
ment Fbr  more  information, 
call  1-800-SCANJET,  ExL  1022? 


The  easiest  thing 
you'll  do  all  day;  ^ 


ed  I'S  iplail  iirici-  Actual  prirf  iii.ij  van  fin  T'liiiaila,  i^JI  1  ,sii0-:k7-:)k67.  Dfpt  2(k, 
sonUwWiaW  Widi- V\'cl.  al  htlp  ;/\v«^\  li|,crjiii /inlo/lllJJ  OMl'.  He«'lt11-PSfkaiTl  PH12580 


HEWLETT^ 
PACKARD 


Personal  Business 


EDITED  BY  AMY  DUNKIN 


MUTUAL  FUNDS:  DON'T  BE  DAZZLED 
BY  FIBST-YEAR  FIREWOBKS 


When  Dean  Witter 
Capital  Growth  Se- 
curities Fund  re- 
turned 48%  in  1991— its  first 
year  out — investors  who 
bought  in  early  thought 
they'd  found  the  next  Magel- 
lan. Its  strategy  made  per- 
fect sense:  The  fimd  held  only 
stocks  of  high-gTowth  compa- 
nies in  recession-proof  sectors 
such  as  health  care  and  con- 
sumer staples.  But  just  one 
year  later,  it  crumbled  under 
the  threat  of  health-care  re- 
form and  an  improving  econ- 
omy. Negative  retiuTis  for  the 
next  four  years  sent  the  star 
fimd  crashing  to  the  bottom 
of  the  gTowth-fund  universe. 

The  comet  effect — soar,  siz- 
zle, and  bum — strikes  many 
new  equity  funds,  and  that's 
precisely  why  inves- 
tors should  think 
twice  before  jumping 
in  early.  "In  a  major- 
ity of  cases,  the  po- 
tential of  a  new  fimd 
is  three  parts  hype 
and  one  part  reality," 
says  Michael  Hirsch, 
chairman  of  M.  D. 
Hirsch,  a  unit  of 
Freedom  Capital 
Management  in  New 

York.  Fund  families   

tend  to  launch  their 
newboi'ns  around  trendy 
themes  oi-  give  them  big- 
name  managers  and  other 
benefits.  But  such  advantages 
usually  fade  with  time  and 
asset  growth.  Indeed,  new 
funds  frequently  fall  victim 
to  a  Catch-22:'  The  better 
they  perform,  the  moi'e  mon- 
ey they  attract.  But  the  big- 
ger they  become,  the  hardei' 
it  is  foi'  them  t()  do  well  year 
after  year. 

Still,  many  investors  can't 
resist  them.  Equities  have 
been  on  a  long  bull  run,  and 
the  number  of  new  funds 


keeps  growing — 474  have 
been  added  to  Morningstar 
Inc.'s  6,730-fund  database  so 
far  this  year.  The  temptation 
to  invest  in  newbies  is  under- 
standable, since  61%  of  all  eq- 
uity mutual  funds  are  less 
than  three  years  old,  accord- 
ing to  CDAAViesenberger,  a 
Rockville  (Md.)  mutual-fund 
data  service.  In  fact,  nearly 
one-thii"d  of  all  money  flowing 
into  equity  mutual  funds  in 
the  past  12  months  went  to 
those  with  less  than  a  five- 
year  track  record,  says  State 
University  of  New  York  at 
Buffalo  finance  professor 
Charles  Ti'zcinka. 
JUMP  START.  Before  plowing 
your  money  into  a  new  fund, 
keep  in  mind  why  fii'st-year 
perfonnance  is  often  mislead- 


INVESTING 


startups  higher  allocations  of 
scaix'e  initial  pubhc  offerings 
(IPOs).  Whether  the  small 
fund  holds  the  shares  or  im- 
mediately flips  them  back  into 
the  market  for  a  fast  profit, 
even  the  slightest  price  ap- 
preciation has  an  impressive 
impact  on  its  performance. 
How  much  a  new  fund  de- 
pends on  IPO  flipping  for 
short-term  gains  is  hard  to 
trace.  The  strategy  works 
well  for  small-cap  funds,  but 
for  funds  with 
less-aggi"essive 
objectives,  the 
quick  spikes  in 
performance 
can  mask  a 
lack  of 
vestment 
prowess. 


Playing  to  an  invesi 
theme's  popularity  is  ar 
way  fund  families  jo! 
turns.  Unfortunately,  b 
tiine  the  fimd  debuts,  th 
tor  is  often  at  the  heif 
its  popularity,  so  most 
money  already  has 
made.  "All  fund  comp 
are  guilty  of  giving  the 
what  it  wants,"  says 
Perkins,  manager  of  Om 
vestment  Fund  in  Ch: 
"But  too  often,  what  it 


Early 

returns  can 
mislead.  New  funds 
have  an  inherent 
advantage:  Modest  size 


ing.  For  starters,  new  fimds 
have  an  inherent  advantage: 
modest  size.  Small  funds  can 
move  in  and  out  of  the  mar- 
ket quickly  as  they  discover 
promising  new  stocks  or  sec- 
tors. But  billion-dollar  behe- 
moths are  not  as  agile: 
They're  forced  to  own  more 
companies  and  more  shares 
to  achieve  the  same  effect. 

The  meagei'  asset  base  of 
new  funds  encourages  big 
fund    families   to  give 
them  a  jump  start.  For 
example,     big  fund 
groups  tend  to  give 
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How  Funds  Falter  After  the  First  Year 


MOST  YOUNG  FUNDS  STUMBLE 


BUT  ITS  NOT  JUST  THE  ROOKIES 


WME/OBJECTIVE 
ED  IN  1993) 

1994 
RETURN 

l-YR.% 
RANK* 

1995 
RETURN 

1995  % 
RANK* 

FUND  NAME/OBIECTIVE 
(STARTED  IN  1989) 

l-YR, 

1990  RETURN 

1994 

%  RANK* 

5-YR. 
RETURN 

5-YR.  % 
RANK* 

Ul  ABC 

T  ALLOCATION 

4.53% 

7 

8.78% 

99 

ARMADA  EQUITY  RETAIL 
LONG-TERM  GROWTH 

1 .29% 

17 

14.2% 

82 
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^NATIONAL 
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SERVICES/SPECIALTY 

o  /I  oo/ 
-Z.40  7o 

Vi 

C   1  "7  0/ 
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yb 

fEST  UTILITY  INCOME  C 
TY 

-2.75% 

11 

14.32% 

91 

FONTAINE  CAPITAL  APPRECIATION 
LONG-TERM  GROWTH 

6.13% 

3 

8.49% 

97 

f60MERY  GROWTH 
-TERM  GROWTH 

20.94% 

1 

21.32% 

81 

MERRIMAN  CAPITAL  APPRECIATION 
LONG-TERM  GROWTH 

3.13% 

12 

9.53% 

96 

QLAS  EQUITY  INCOME 
TY  INCOME 

4.14% 

5 

13.13% 

96 

SMITH  BARNEY  PRINCIPAL  RETURN 
1996/BAUNCED 

3.25% 

13 

10.55% 

92 

ENTAGE  RANK  AMONG  ALL  FUNDS  WITH  THE  SAME  OBJECTIVE,  WITH  1  BEING  BEST  PERFORMERS;  99  THE  WORST 


sterday's  winner."  In 
it  was  health  care  and 

America,  while  1993's 
)f  funds  focused  on  real 
;.  Technology  is  today's 
du  jour.  "Before  you 

in,  you  have  to  ques- 
vhether  or  not  you  are 
ig  in  at  the  bottom  of 
ighth  inning,"  advises 
iapolis  money  manager 
klarkman. 

lat  today's  investors  also 
are  fund  managers  with 
nty  status.  Often,  a  fa- 
us  manager  is  a  posi- 
tive. But  increasing- 
ly ly,  fimd  families  are 
|F  leveraging  the  tal- 
ents of  well-known 
managers  to  run  two 
or  more  types  of 
funds — and  spread- 


ing their  skills  too  thin,  says 
San  Francisco  money  manag- 
er Ken  Gregory  of  Litman 
Gregory  &  Co.  Take  the  ex- 
ample of  Jim  Craig,  the  high- 
ly successful  head  of  the 
large-cap  Janus  Fund,  who 
managed  the  newer  small- 
cap,  Janus  Venture,  before 
conceding  he  had  too  much 
on  his  plate. 

Bootstrapping,  or  cherry- 
picking,  is  another  way  to 
give  a  new  fund  an  edge. 
Here's  how  it  works:  Say  a 
fund  family's  research  staff 
discovers  the  next  Netscape 
Communications.  The  small 
fund  buys  the  shares  first. 
Then,  the  larger  fund  helps 
the  share  price  along  by  buy- 
ing it  in  bulk,  creating  a  feed- 
ing frenzy  on  a  particular 
holding  and  enhancing  the 
performance  of  both  the  new 
and  older  ftmds.  Some  believe 
this  creates  a  conflict  of  inter- 
est. "Many  large  fund  fami- 
lies have  only  one  trading 
room,  so  it's  entu-ely  possible 
that  trades  could  be  allocated 
in  ways  to  benefit  new  funds 
or  certain  managers,"  Trzcin- 
ka  says. 

Getting  first  crack  at  a 
promising  issue  is 
a  good  way  for  a 
new  fund  to  boost 
returns,  though  it 
doesn't    help  the 
shareholders  of  larg- 
er funds  that  may 
be  second  or  third 
in  Une.  For  that  r-ea- 
son,  fund  companies 
don't  readily  endorse 


this  practice.  But  fund 
watchers  say  it  occurs.  "This 
Chinese  wall  that  is  sup- 
posed to  be  built  between 
funds  within  the  same  family 
really  crumbles  at  times," 
says  Gerald  Perritt,  manager 
of  a  small  fund,  Perritt  Cap- 
ital Growth,  and  the  author 
of  Mutual  Funds  Made 
Easy!  ($9.95,  Dearborn  Fi- 
nancial Publishing). 
STAY  FAD  FREE.  While  new 
funds  often  enhance  their  in- 
itial performance,  there  are 
still  times  when  getting  in 
early  makes  sense.  So  if 
you're  tempted  by  new  is- 
sues, protect  yourself  by  fol- 
lowing a  few  basic  rules. 
First,  you  stand  a  better 
chance  of  sustaining  good  re- 
suits  if  you  stick  to  new 
small-cap  funds.  A  1994  Value 
Line  study  shows  that  small- 
cap  equity  funds  that  start 
out  strong  continue  to  be  top 
performers  in  their  class,  al- 
beit to  a  lesser  degree,  10 
years  after  inception. 

Second,  avoid  investment 
fads  and  stick  with  a  strategy 
you  understand.  Third,  know 
the  managei".  Make  siu-e  they 
have  an  established  record 
within  the  fund's  discipline. 
If  the  manager  is  new  to  the 
fund  family,  check  out  his  or 
her  experience  elsewhere,  ei- 
ther at  another  company  or 
overseeing  private  accounts. 
Assessing  today's  crop  of 
managers  is  complicated  by 
the  fact  that  the  market  has 
been  moving  steacUly  upward 
for  the  past  five  years,  mak- 


DATA:  CDA/WIESENBERGER 

ing  almost  everyone  look 
good,  says  Geoff  Boboroff,  a 
mutual-fund  consultant  in 
East  Greenwich,  R.  I. 

For  that  reason,  Hirsch 
only  recommends  new  funds 
when  they  are  proven  con- 
cepts run  by  seasoned  man- 
agers who  stick  to  their  spe- 
ciality area.  When  the 
managers  of  small-cap  value 
fimd  Pennsylvania  Mutual  in- 
troduced a  similar  fund, 
Hii-sch  liquidated  his  assets 
in  the  lai-ger  fLmd  and  bought 
the  new  one,  Royce  Premier. 
So  far,  he  looks  smart.  Royce 
Premier's  three-year  annual- 
ized returns  were  18%,  vs. 
Penn  Mutual's  12.4%.  "The 
key  is  to  find  old  vrine  in  new 
bottles,"  agrees  Markman, 
who  frequently  recommends 
the  latest  offerings  of  such 
well-known  managers  as  Mi- 
chael Price  of  the  Mutual  Se- 
ries funds  and  Jean-Marie 
Eveillard  of  SoGen. 

Whenever  possible,  look 
for  ways  to  keep  costs  down. 
Fund  companies  sometimes 
waive  fees  or  lower  expenses 
on  new  fLmds  as  an  incentive 
to  draw  investors.  If  the  fund 
meets  all  of  the  other  criteria, 
go  for  it.  The  extra  1.5%  re- 
turn will  be  a  gift. 

Ultimately,  it's  better  to 
avoid  new  mutual  funds  with 
stratospheric  early  returns. 
Why  reach  for  shining  stars 
that  may  burn  out  quickly 
when  there's  a  whole  uni- 
verse of  more  subdued — but 
proven — lights  to  choose 
from?  Kerry  Capell 
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Personal  Busine. 


AN  OVERSTUFFED  IRA 
COULD  TEMPT  THE  TAXMAN 


Pity  the  professionals 
who  retire  with  $1.5 
million  or  more  in 
their  individual 


retirement  accounts.  The  nest 
egg  they  have  so  generously 
funded  over 
the  past  two 
decades  may  be  wiped  out  in 
a  1-2-3  tax  punch  from  the 
Internal  Revenue  Service. 
Perhaps  more  accurately,  pity 
their  kids,  who  may  find 
themselves  forking  over  as 
much  as  90%  of  their  inheri- 
tance to  Uncle  Sam  if  Mom 
and  Dad  didn't  plan  correctly. 

Tlie  conventional  wisdom — 
contribute  the  ma.ximum  to  a 
qualified  retirement  plan  or 
IRA  and  let  the  income  and 
gains  compound  tax-de- 
feiTed — doesn't  apply  in  the 
case  of  mega-iRAs.  If  your 
qualified  plan  is  ovei-  $1.5  mil- 
hon  by  the  time  you  are  60, 
think  twice  before  pumping 
in  more  money.  You  may 
even  want  to  withdraw  funds 
early.  "The  pension  assets  of 
many  professionals  may  rep- 
resent 35%  to  50%  of  their 
net  worth,"  says  Steven 
Lockwood,  a  pension  attor- 
ney and  president  of  Lock- 
wood  Pension  Services  in 


SMART  MONEY 


New  York.  "While  this  may 
be  good  for  their  retirement 
security,  it's  an  estate-plan- 
ning nightmare." 

That's  because  at  age  70k;, 
you  must  begin  taking  mini- 
mum withdrawals  each  year 
based  upon  an  irs  formula 
that  considers 
life  expectancy 
and  the  amount  in  the  plan. 
Any  distribution  above 
$150,000  is  subject  to  a  15% 
excise  penalty,  also  known  as 
the  "success  tax,"  on  top  of 
ordinary  income  tax.  Unfortu- 
nately, this  excise  tax  follows 
you  to  the  gi'ave.  If  there's 
too  much  left  when  yoiu"  chil- 
dren or  other  nonspousal 
heirs  inherit  the  plan,  they 
may  have  to  cash  it  in  to  pay 
all  the  estate,  income,  and 
excise  taxes,  leaving  them 
with  as  little  as  10%  of  the 
total. 

TRIPLE  THREAT.  But  there 
are  a  few  strategies  you  can 
implement  now  to  avoid  this 
scenario.  The  larger  the  ac- 
count grows,  the  more  you 
will  eventually  end  up  pay- 
ing to  the  IRS.  "People  for- 
get that  the  dollars  in  the 
plan  are  soft  dollars,  so  it's  a 
deceptive  amount  because  of 
the  triple  taxation,"  says 
Kenneth  P.  Brier,  a  tax  at- 


torney with  the  Boston 
law  fii-m  of  Sherburne, 
Powers  &  Needham.  So 
,  just  say  no  to  addi- 
tional contributions 
that  would  take 
you  above  the 
9  $1.5  million 
threshold. 
Another  way  to 
keep  the  plan  from 
mushrooming  is  to 
realign  your  in- 
vestments. 
For  large 
IRAS,  signifi- 
cant growth 
is  no  longer  a 
goal;  the  key  is 
■  ..•  to  maintain  a 
-  ■  •  ■  •■  ■  •■■  steady  rate  of 
return.  You  can  do  that  by 
investing  ira  assets  in  fixecl- 
income  securities  v^hile  keep- 
ing equity  holdings  in  your 
regular  portfolio.  This  strate- 
gy has  other  benefits:  Prof- 
its on  any  stocks  bought  and 
sold  outside  your  IRA  are 
taxed  at  the  lower  capital- 
gains  rate,  not  as  ordinary 
income.  And  when  you  die, 
the  appreciation  of  the  stocks 
outside  the  iRA  is  tax-free. 

If  your  plan  already  is 
overgi'own,  start  taking  dis- 
tributions after  age  60  but 
before  701^.  Even  though  you 
will  be  paying  income  taxes 
now,  you  can  reduce  the  tax 
burden  in  the  long  run  by 


The  Incredible 
Shrinking  IRA 

Here's  what  can  happen  to  a  large 
individual  retirement  account  inher- 
ited by  your  children  (or  nonspousal 
heirs)  if  you  don't  plan  properly: 


IRA  VALUE 

$2,312,831 

LESS:  ESTATE  TAX  (56.2%)* 

1,299,811 

INCOME  TAX  (27.8%)**  642,967 

EXCISE  TAX  (B.3%)*** 

145,708 

NET  TO  HEIRS 

$224,345 

TOTAL  TAX  HIT  TO  HEIRS 

90.3% 

*  Varies  from  55%  to  60%,  depending  on  state,  for 
those  in  top  tax  brackets 

**  Ranges  from  25%  to  30%  after  deduction  of  federal 
estate  taxes 

***  Represents  15%  of  the  excess  accumulation  in  the  IRA 
DATA:  LOCKWOOD  PENSION  SERVICES  INC. 


pruning  the  plan  to  a 
that  won't  trigger  the  e; 
tax.  Lockwood  cites  the 
ample  of  a  63-year-old  a 
ney  with  a  $2  million  ira 
a  $5  million  net  worth, 
lowing  the  advice  of  hii 
countant,  the  man  had 
contributing  the  maximu 
his  law  firm's  qualified 
for  28  years.  Because  ht 
other  assets  to  live  or 
wasn't  planning  to  toucl 
money  unless  he  had  to 
uring  he  would  leave  mc 
it  to  his  kids. 
SNOWBALL  PLIGHT.  But 
wood  showed  him  that 
continued  to  deposit  $3 
annually  until  retirei 
without  withdi'awals,  the 
would  snowball  to  $ 
hon  by  age  70!^'  (assumir 
8%  annual  retiu'n).  So  I 
wood's  client  decided  to 
money  out  early,  paying 
in  income  taxes  now  in; 
of  shelling  out  60%  in  in 
and  excise  taxes  later. 

Then,  to  protect  his 
dren's  inheritance,  he  be 
a  second-to-die  life-insui 
policy  to  cover  future  e 
taxes.  The  policy  is  o^ 
by  an  irrevocable  tnast, 
the  kids  as  beneficiaiies, 
exempting  the  death 
ceeds  from  estate  tax. 
policy  can  be  funded  by 
di'awals  fi'om  the  ira  ar 
making  annual  gifts  t( 
' »  children. 

That  lawyer 
alone.  In  10  t 
yeai-s,  mega-iRA 
lems  will  be 
more  common, 
the   baby  boo 
start  retiring,  ; 
see  some  very 
balances,  especii 
this  incredible  n 
in  the  stock  m; 
continues,"  says 
vid  Wray,  of  the 
cago-based  P 
Sharing/40 
Council  of  Am( 
And  owners  of 
heavyweight  n 
ment  accounts  s 
remember  that 
more  you  sock 
the  more  the  IRS 
sock  it  to  you  i 
end.      Ken-y  C 
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I  OUGHTA  BE  IN 
COMPUTER  GAMES? 


le  it's  true  that 
ly  of  us  use  per- 
il computers  just 
eep  track  of  our 

;es,  catch  up  on  work 
the  office,  or  help  the 
with  schoolwork,  a  PC 

all  work  and  no  play 
e  an  awfully  dull  tool, 
es,  with  the  power  of 
fs  multimedia  PCs, 
ped  with  a  Pen- 
OY  PowerPC  pro- 
r,  double  speed 
»M  drive,  sound 

and  8  mega- 

of  memory,  it's 
to  resist  playing 
a  few  minutes" 
nes  such  as  Bro- 
md  Software's 

But  wait  until 
3e  what  tempta- 
oftware  makers 
hrowing  your 

lOW. 

led  interactive 

3,  the  new  offer- 

nake  extensive 

■  digitized  video 

je   (instead  of 

nish  animation) 

loUywood  pro- 

n  techniques  to 
a  new  level  of 
realism.  In 
games,  which 

^ared  to  teenagers  and 

,  the  player  becomes  a 

)al  character  in  the  sto- 

e  or  directs  the  en- 
action. Either  way,  the 

ms  you  make  lead  to 
nt  plot  twists  and  di- 
influence  the  outcome. 

kL  FUNERAL.  One  of  the 
examples  is  Origin 
ns'  $50  Wing  Com- 
'■r  3:  Heart,  of  the  Ti- 
^CS — as  fans  call  it — 
les  the  story  of  man's 
ilactic  war  against  the 
li,  an  aggressive  tiger- 
ice.  However,  in  con- 
to  the  previous  two 
Commander  episodes, 
)  longer  have  to  ima- 


gine what  Colonel  Blair — the 
character  you  assume  during 
the  game — looks  like.  In 
WCS,  he's  played  by  Star 
Wars  leading  man  Mark  Ha- 
mill.  Jason  Ber 
nard,  who  ap- 
peared in  the  movie  While 
You  Were  Sleeping,  takes  the 
role  of  your  commander. 

As  you  direct  your  on- 
screen alter  ego,  the  plot 
changes.   Pick  the  wrong 


PC  GAMES 


fessed  flight-simulator  fanatic, 
I  mshed  through  many  of  the 
animated  flying  and  fighting 
sequences — the  "true  gam- 
ing" portion  of  the  progi'am — 
just  to  get  to  the  next  video 
section.  While  the  gaming  se- 
quences were  enjoyable,  I 
was  so  intrigued  by  the 
game's  story  fine  that  inter- 
acting with  the  other  actors 
became  more  compelling.  The 
sequel.  Wing 
Commander  k: 
The  Price  of  Freedom,  due 
out  before  Chiistmas,  promis- 
es even  more — an  estimated 
six  CDS  full  of  digital  video 
sequences. 

For  those  who  prefer  hor- 


wingman  to  fly  with,  and  you 
could  fail  in  youj-  mission  or 
even  die.  You'll  then  watch  a 
video  of  your  own  funeral  in 
space.  Luckily,  it's  only  your 
viitual  self  that  meets  its  de- 
mise, so  you  can  always  re- 
start the  game  and  try  dif- 
ferent courses  of  action. 
Although  I'm  a  self-con- 


ror  flicks,  there's  Sierra  On- 
Une's  $70  Phantasmagoria.  In 
tliis  story,  you  play  Adiienne, 
who  has  just  moved  with  her 
husband,  Don,  into  a  large  is- 
land mansion  previously 
owned  by  an  enigmatic  magi- 
cian. Soon,  Don  becomes  pos- 
sessed and  seeks  to  kill  you. 
As  Adrienne,  you  must  ex- 


The  latest  offerings  use 
digitized  video  to  create  a 
new  level  of  realism 


plore  the  house  and  pick  up 
clues  to  understand  what  has 
happened  and  how  to  save 
Don  from  the  evil  force  that 
giips  him.  This  seven  cd-rom 
set  is  unique  in  placing  digi- 
tized actors  in  a  computer 
generated  world  where  game- 
play  is  as  simple  as  clicking  a 
mouse  button.  Want  to  see 
what's  in  the  kitchen  closet? 
Click  on  the  door  and  Adri- 
enne dutifully  walks  over  and 
opens  it.  This  seamless  blend- 
ing of  digital  video  and  com- 
puter art  is  surely  a  harbing- 
er of  forthcoming  creations 
from  the  marriage  of  Silicon 
Valley  and  Hollywood. 
Outside  of  its  technical 
merits,  Phantas magor- 
ia  has  garnered  much 
attention  thanks  to  the 
grisly  ways  in  which 
Adrienne  meets  her 
death.  While  some 
pundits  have  de- 
nounced the  title,  I 
found  the  footage  and 
content  to  be  no  more 
gi'aphic  than  that  used 
in  many  theatrically- 
released  "R"-rated 
hoiTor  movies.  Still,  al- 
though Sierra  has  put 
in  a  "censor"  option  al- 
lowing players  to  ad- 
just the  violence  level, 
this  game  is  best  con- 
sidered "adults  only." 

Other  gem'es  will  de- 
but soon  in  the  interac- 
tive-video world.  In 
November,  Tsunami 
Media  will  offer  Silent 
Steel,  a  military  tech- 
no-thriller  that  puts  you  in 
chai'ge  of  a  U.  S.  ballistic  mis- 
sile submarine.  The  $70  title 
will  use  the  emerging  mpeg 
digital  video  standard,  allow- 
ing gamers  with  an  mpeg 
board  to  view  video  that  fills 
the  entire  monitor,  rather 
than  just  a  small  window. 

But  as  interactive  movies 
become  even  more  engaging, 
they're  going  to  requii-e  plen- 
ty of  computing  horsepower. 
Consider  that  brand  new 
Pentium-  or  PowerPC- 
equipped  computer  just  the 
starting  point.  A  standard 
kitchen  timer  might  also 
help — to  limit  your  playing 
time.  Paul  Eng 


Public  funding,  global  competition,  public 
;ducati()n  —  everyone  is  talking  about  the  need 
or  change.  But  what  s  the  cost  to  your  company? 
oin  Bnsificss  Week  and  the  IVesidents,  C^KOs 
ind  Chairmen  ot  America's  most  prestigious 
•orporations  for  face-to-face  interaction  and 
liscussion  on  how  corporate  America  is  rising  to 
neet  these  new  challenges. 

Attendance  is  by  invitation  only.  For  more 
nformation,  please  call  Julie  lerranova.  Registrar, 
Jusiness  Week  Executive  Programs,  (800)  682-6007. 


F  eatured  speaker: 
Gciicnil  Colin  Pozcrll 
h  o  I  lUi  7 '  CJid  'ii  1)1  (in , 
lis.  Joint  CJiujs  of  Stuff 


the  1996  Business  Week  Presidents  Forum 

"Cm  America  Really  Change?'^ 


JANUARY  17-21,  1996.  HYATT  GRAND  CHAMPIONS  PALM  SPRINGS,  CA 
At  the  Bob  Hope  Chrysler  Classic,  A  PGA  TOUR  event 
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Every  minute  of  every  day,  our  111  brands  and  companies  analyze,  edit  and  interpret  inform,,;- 
for  businesses  around  tine  globe.  Hey,  it's  a  big  world  out  there. Why  face  it  alone?  "'^ 


The  McGraw-Hill  Companies 

Keeping  the  world  up  to  speed 

Financial    Services       I  n  f  o  i  m  a  t  i  o  n    and    Media       Educational    and    Professional    P  u  b  I  i  s  f 


asiness  Week  Index 


IDUCTION  AND  LEADING  INDEXES 


PRODUCTION  INDICATORS 


snge  from  last  week:  0,2% 
jnge  from  last  year:  4,5% 


ek:  -0.1% 
ir:  7  1% 


PRODUCTION  INDEX 

Oct,  2U124.0 
  1992=100 


LEADING  INDEX 

Oct.  21=262,4 
1967..100 


Feb.  June  Oct. 

\  1995  1995  1995 

;xes  are  4-week  moving  averages 

oductiori  index  edgecJ  up  slightly  in  the  vjeek  ended  Oct.  21  Before 
ition  of  the  four-v^eek  moving  average,  the  index  also  rose,  to  124.2  from 

ading  index  was  about  flat  in  the  latest  week,  but  the  unaveraged  index  tell  to 

from  252.8.  While  the  financial  indicators  of  higher  stock  prices  and  lower 
'lelds  were  positive  signals  for  the  economy,  sharply  lower  growth  rates  in 
als  prices  and  real  estate  loans  dragged  down  the  overall  index 

iiclion  indei  copyngfit  1995  by  The  McGraw-Hill  Corripames      BW  leading  index  copyrighl  1995  by  CIBCR 


?70 

LATEST 
WEEK 

UfCCV 

AGO 

VCADt  V 

%  CHG 

STEEL  (10/28)  thous.  of  net  tons 

1,926 

1,834# 

-1.4 

260 

AUTOS  (10/28)  units 

135,989 

134,500r# 

-7.4 

TRUCKS  (10/28)  units 

115,074 

125,525r# 

-7.9 

250 

ELECTRIC  POWER  (10/28)  millions  of  kilowatt-hrs.  57,049 

57,046# 

2,2 

240 

CRUDE-OIL  REFINING  (10/28)  tfious.  of  bbl./day 

13,919 

13,786# 

5.1 

COAL  (10/21)  thous.  of  net  tons 

20,410# 

20,675 

-0.6 

230 

PAPERBOARD  (IO/2I)  thous.  of  tons 

896. 6# 

883. 7r 

-1.6 

PAPER  (10/21)  thous.  of  tons 

831. 0# 

820.0 

-1.9 

LUMBER  (10/21)  millions  of  ft. 

467. 3# 

464.7 

-2.8 

RAIL  FREIGHT  (IO/2I)  bilhons  of  ton-miles 


25. 6#  25.8 


2.0 


Sources:  American   Iron  &  Steel  Institute,   Ward's  Automotive  Reports.  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept  ,  American  Forest  &  Paper 
Association,  WWPA',  SFPA',  Association  of  American  Railroads 


DING  INDICATORS 


PRICES 


LATEST 

WEEK 

YEARLY 

LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHG 

WEEK 

AGO 

%CHG 

K  PRICES  (10/27)  S&P  500 

582,10 

587,07 

25.2 

GOLD  (11/1)  $/troy  02. 

381.950 

382.400 

-1,0 

ORATE  BOND  YIELD.  Aaa  (10/27) 

7,10% 

7.08% 

-17.9 

STEEL  SCRAP  (IO/3I)  #1  heavy,  $/ton 

138.50 

140.50 

3,7 

STRIAL  MATERIALS  PRICES  (10/27) 

110,8 

110.5 

NA* 

COPPER  (10/28)  t/ib. 

131.5 

129,4 

3,8 

<ESS  FAILURES  (10/20) 

NA 

NA 

NA 

ALUMINUM  (10/28)  K/ib. 

77.0 

77,0 

-11,0 

ESTATE  LOANS  (10/ 18)  billions 


$500,1  $501.7 


11.5 


COTTON  (10/28)  strict  low  middling  1-1/16  in.,  ?/lb.  83.09      83.18  19.8 


Y  SUPPLY,  M2  (10/16)  billions 


$3,722.5  $3,717.3r  4.1 


OIL  (10/31)  $/bbl. 


17.67  17.58 


-5.2 


tL  CLAIMS.  UNEMPLOYMENT  (10/14)  thous     359       356     10  5 

JS:  Center  for  International  Business  Cycle  Researcti  (CIBCR),  Standard  & 
Moody's,  Journal  of  Commerce  (index:  1990=100),  Dun  &  Bradstreet  (failures 
;  companies),  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data  on 
.iS  failures  and  real  estate  loans   'Historical  data  available  from  CIBCR 


Sources:  London  Wednesday  final  setting.  Chicago  market,  Metals  Week.  Memptiis 
market,  NYMEX 


FOREIGN  EXCHANGE 


REST  RATES 


LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

lAL  FUNDS  (10/31) 

5.97% 

5.70% 

4.77% 

ERCIAL  PAPER  (lO/Sl)  3-month 

5.81 

5.82 

5.63 

FICATES  OF  DEPOSIT  (11/1)  3  month 

5.78 

5.80 

5.59 

MORTGAGE  (10/27)  30-year 

7.70 

7.69 

9.17 

iTABLE  MORTGAGE  (10/27)  one-year 

5.76 

5.85 

6.00 

(11/1) 

8.75 

8.75 

7.75 

s:   Federal  Reserve.  HSH  Associates,  Reuters  Holdings  PLC 


LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

JAPANESE  YEN  (ii/i) 

102.85 

101.24 

97.95 

GERMAN  MARK  (11/1) 

1.42 

1.39 

1.52 

BRITISH  POUND  ii/i) 

1.58 

1.58 

1.61 

FRENCH  FRANC  ii/i) 

4.90 

4.90 

5.22 

ITALIAN  LIRA  (11/1) 

1596.1 

1615.5 

1562,8 

CANADIAN  DOLLAR  (ll/l) 

1.35 

1.37 

1.36 

MEXICAN  PESO  (11/1) 

7.205 

6.750 

3.431 

Sources:  Major  New  York  banks  Currencies  expressed  in  units  per  U  S  dollar, 
except  for  British  pound  in  dollars 


ata  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
nt    1 -Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r-revised       NM=Not  meaningful 


HE  WEEK  AHEAD 


CTIVITY  AND  COSTS 

V,  Nov.  7,10  a.m.  ►  Output  per 
)rked  probably  rose  at  a  strong  annu- 
3f  2.5%  in  the  third  quarter.  Output 
lonfarm  sector  hkely  rose  strongly, 
ested  by  the  4.2%  advance  in  the 
ss  domestic  product,  while  hours 
likely  increased  by  less  than  2%. 
n  productivity  surged  at  a  4.8% 
rate  in  the  second  quarter.  Greater 
cy,  along  vi/ith  the  mild  rise  in  com- 
)n,  indicates  that  unit  labor  costs 
increased  at  a  0.5%  pace  last 
Labor  costs  fell  at  a  1.1%  pace  m 
)nd  quarter  and  stood  no  higher 
;y  were  in  the  second  quarter  of 
'hat  lack  of  cost  pressures  at  non- 


farm  businesses  is  why  inflation  has  been 
so  low  in  this  expansion.  Productivity  has 
been  greatest  among  manufacturers. 

INSTALLMENT  CREDIT 

Tuesday,  Nov.  7,  3  p.m.  ►  Consumers 
probably  took  on  $8.5  billion  more  in  credit 
than  they  paid  off  in  September.  That's  the 
median  forecast  of  economists  surveyed  by 
Mt^s  International,  one  of  The  McGraw-Hill 
Companies.  The  growth  in  debt  has  slowed 
a  bit  during  the  summer,  after  exploding  in 
the  first  half  of  the  year.  In  August,  credit 
rose  $9.1  billion,  compared  with  the  nearly 
$12  billion  averaged  in  the  second  quarter. 
The  slowdown  reflects  weaker  car  sales  as 
well  as  the  fact  that  some  households  are 


beginning  to  bump  up  against  their  credit 
limits.  Nationally,  installment  debt  as  a 
percent  of  disposable  income  stood  at  a 
high  18.8%  in  August. 

PRODUCER  PRICE  INDEX 

Thursday,  Nov.  9,  8:30  a.m.  ►  The  mms 
survey  forecasts  that  producer  prices  of  fin- 
ished goods  likely  rose  by  just  0.1%  in 
October,  after  a  0.3%  increase  in  Septem- 
ber. Prices,  excluding  the  volatile  food  and 
energy  sectors,  also  are  expected  to  post  an 
October  rise  of  0.1%,  on  top  of  a  0.2% 
increase.  Inflation  at  the  producer  level  is 
almost  nonexistent.  Prices  are  rising  at  less 
than  2%  for  all  items,  and  2.1%  excluding 
food  and  energy. 


RIKIMF';<;  VUFFK  /  MOUFMRFR   1^    1  QQc,  1  CT 


This 

Week, 

Online 

Business  Week  presents 
frequent  live  conferences 
on  America  Online. 
It's  your  opportunity  to  ask 
questions  about  features 
from  the  magazine. 


<-- --■ 


For  a  free  trial  diskette 
including  10  free  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 


Sunday 

North  and  south  of  the  bor- 
der, there  are  problems  tar- 
nishing the  dream  of  NAFA. 
Can  our  controversial  trade 
partnership  with  Canada  and 
Mexico  still  work?  William  J. 
Holstein,  Business  Week's 
world  editor,  leads  the  online 
discussion.  Nov.  5 

9  p.m.  EST  in  the  Globe 

Wednesday 

How  free  is  speech  in  cyber- 
space? Can  you  get  away 
with  saying  whatever  comes 
into  your  head?  Should  there 
be  controls?  Attorney  Lance 
Rose,  author  of  Osborne/ 
McGraw-Hill's  Hetla\N, 
specializes  in  such  issues — 
and  answers  your  questions 
with  Catherine  Yang,  BW 
legal  affairs  correspondent 
in  Washington.  Nov.  8 

10  p.m.  EST  in  the  Main 
Stage 

Transcripts  of  all  conferences 
are  available  for  downloading 
from  file  BW  Online  area  on  AOL 
soon  after  each  event. 

A 

A  M  E  Ryl  C  A 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  .  included. 


ABC  6 

Ace  Hardware  118 
Airbus  Industrie  55 
Ajinomoto  62 
AlliedSignal  (ALD)  118 
American  Express  (AXP)  34, 78 
American  Family  Insurance  14 
Ameritech  (AIT)  42 
Amoco  (AN)  119 
AMR  (AMR)  120 
Andersen  Consulting  54 
AnnTayior  (ANN)  130 
Apple  Computer  (AAPL)  55,62, 
102,130,170 
ATSKT)  42,87,130,170 
Audi  66 

Azteca  Insurances  122 
B 


Bagel  Oasis  82 

Banco  Bilbao  Vizcaya  104,114 

Bandai  102 

Bankers  Trust  (BT)  14,78 
BASF  Group  6 
Bausch  &  Lomb  (BCD  14 
Bechtel  Group  60 
Berkshire  Hathaway  (BRK)  78 
Bethesda  Bagels  82 
B.  F  Goodrich  (GR)  78 
Big  Apple  Bagels  82 
Bloomingdale's  (FD)  52 
BMW  66 

Boca  Research  (BOCI)  87 
Boston  Chicken  (BOST)  82 
Bristol-Myers  (BMY)  130 
Broadway  Stores  (BWY)  52,120 
Broderbund  Software 
(BROD)  163 
Brooke  Group  (BGL)  47 
Bruegger's  82 
Budweiser  Japan  62 
C 


Camde  58 

Campbell  Soup  (CPB)  62 
Canadian  Imperial  Bank  of 

Commerce  54 
Cap  Gemini  Sogeti  54 
Caterpillar  (CAT)  78 
CDA/Weisenberger  160 
CD-Online  102 
Central  National  Group 

Insurance  84 

Century  Investment  Group  1 1 9 
Challenger,  Gray  &  Christmas  38 
Champion  (CHA)  78 
Chrysler  (C)  62,86,74,78,130, 
170 

Circuit  City  Stores  (CO  50 
Citibank  (CCD  104,78 
CJ  Lawrence  170 
Coca-Cola  (KG)  38,54,78 
Commerzbank  70 
Compaq  Computer  (CPQ)  44, 62, 
102, 170 

CompUSA  (CPU)  50 
Computer  Associates 

International  (CA)  6.130 
Condumex  118 
Continental  Cablevision  42 
Coopers  &  Lybrand  54 
Cordis  (CORD)  55 
Cummins  Engine  (CUM)  55, 104, 

118 


Daewoo  60 

Dai  Ichi  Kyoto  Reinsurance  122 
Daiei  62 

Dataquest  55,87 
Dauidoff  &  Malito  14 
Dean  Witter  74,160 
Dell  Computer  (DELL)  102, 
Deutsche  Morgan  Grenfell  128 


Digital  Equipment  (DEC)  44, 50, 
130 

Dorn,  Hellieson  &  Cottle  120 
Dow  Chemical  (DOW)  55,74 
Dow  Jones  (DJ)  78 
DuPont(DD)  44,78,104 


E  Bank  123 
Edmark(EDMK)  30 
einstein  brothers  82 
Enterprise  Integration 
Technologies  98 
Essilor  International  74 


Federated  Department  Stores 
(FD)  52,120 

Fidelity  Magellan  Fund  160 
First  National  Bank  123 
Ford(F)  62,70,104,130 
Ford  of  Mexico  (F)  110 
Forrester  Research  50 
Fox  55 

Freedom  Capital 
Management  160 
Fruit  of  the  Loom  (FTL)  130 
G 


Gaming  Lottery  (GLCCF)  128 
Gap  (GPS)  82,170 
Gartner  Group  50,  54 
GEA  Associates  104 
General  Dynamics  (CD)  60 
General  Electric  (GE)  130 
General  Motors  (GM)  70,130 
Glaxo  (GLX)  84 
Global  Insurance  122 
Green  Street  Advisors  120 
Griffin  Gaming  & 
Entertainment  128 
HJ  


H.  J.  Heinz  (HNZ)  74 
HarperPerennial  30 
Harris(HRS)  98 
Hewlett-Packard  (HWP)  44 
Hitachi  95 

HSBC  Washington  Analysis  44, 
132 

Huntsman  Chemical  78 
Ibbotson  Associates  126 
IBM  (IBM)  6. 38, 44, 50,  54, 62, 
78, 95,170 
llusion  116 

Independent  Strategy  70 
Infinity  Group  14 
Intel  (INTO  44,87,102 
Intergraph  44 

International  Data  44, 50, 87, 
102 

Intuit  (INTU)  98 
Investors  Management  126 
Island  Harbour  Development  84 
Itel  120 


Jackpot  Enterprises  (J)  128 
Jacor  Communications 
(JCOR)  120 
James  Capel  104 
Janus  Fund  160 
JBI/Sports  Ventures  84 
Johnson  &  Johnson  (JNJ)  55 
Jordan  Grand  Prix  122 
Jostens(JOS)  78 


Kemper  Financial  Services  38, 
132 

Kenneth  Lsuenthal  Real 
Estate  120 

Kimberly  Clark  (KMB)  104 
KLM  55 

Kmart  (KM)  55,78 
Knight-Ridder  (KRI)  78 
Korn/Ferry  International  78 
KPMG  Peat  Marwick  120 


Kraft  Foods  8 


Lawson's  62 
Learning  Co.  (LRNG)  55 
Lender's  Bagel  Bakery  82 
Lens  Fund  78 
LG  Electronics  102 
Liggett  Group  47 
Lillian  Vernon  78 
Litman  Gregory  160 
Lloyds  of  London  122 
Lockwood  Pension  Services  162 
Lotus  Development  (LOTS)  6, 78, 
130 
M 


Manhattan  Bagel  82 
Manufactured  Home 

Communities  (MHO  120 
Markman  Aggressive  Growth 

Fund(MMAGX)  8 
Markman  Conservative  Growth 

Fund  (MCGIZ)  8 
Markman  Moderate  Growth  Fund 

(MMMGX)  8 

Markman  Multi  Fund  Trust  8 
Matsushita  87 
Maxwell  &  Hitchcock  54 
McDonalds  (MCD)  130 
McDonnell  Douglas  (MD)  60 
McGraw-Hill  (MHP)  167 
MCI  (MClC)  42, 130 
Mercantile  Stores  (MST)  78 
Mercantil  Probursa  104, 114 
Mercedes-Benz  (DAI)  66 
Merrill  Lynch  (MER)  44,70,120 
Merida  118 

MFS  Communications  42 
Microsoft  (MSFT)  2, 6, 44, 50,  98, 
102 

Midway  Aidines  120 
Minnesota  Educational 
Computing  (MEKK)  55 
Mitsubishi  66 

MMS  International  (MHP)  167 
Money  Store  132 
Montgomery  Securities  14 
Morgan  Guaranty  Trust  (JPM)  38 
Morgan  Stanley  (MS)  42 
Morningstar  160 
Motorola  (MOT)  87,170 
MRW  Enterprises  84 
N 


National  Commercial  Bank  119 
NBC  6, 130 
NEC  62 

NedcorBank  123 
Netscape  Communications 

(NSCP)  98,160 
News  (NWS)  55 
Newsweek  30 
New  Valley  (NVLY)  47 
Nike(NKE)  74 
Nippon  Telegraph  & 

Telephone  170 
Nissan  118 

Noah's  New  York  Bagels  82 
Nordstrom  52 
Northwest  Airlines  55 
Norwest(NOB)  132 
Novell  (NOVL)  6 
Nynex(NYN)  42 

O,  P  


OfficeMax  (OMX)  50 
Omni  Investment  Fund  160 
Ontario  Lottery  128 
Oracle  (ORCL)  6,102 
Origin  Systems  163 
Owens-Corning  Fiberglas 
(OCF)  74 
Packard  Bell  62 
Palestine 

Telecommunications  119 
Peco  Energy  (PE)  55 
Pennsylvania  Mutual  Fund  160 
Peoples  Bank  123 
Perritt  Capital  Grovirth  Fund  160 
Philips  Electronics  102 
PP&L  Resources  (PPL)  55 
PPG  Industries  (PPG)  74 
Precision  Instruments  14 
Procter  &  Gamble  (PO  14 
Progressive  Bagel  Concepts  82 
ProServe  84 


Prudential  Securities  55 
Prudential-Bache  Securitie 


Renault  66 
Revco  D.S.  (RXR)  120 
Rexel  (RXL)  128 
RJR  Nabisco  (RN)  47, 78 
Robertson  Stephens  87 
Rockwell  (ROK)  87 
Royce  Premier  Fund  160 
Ryder (R)  78 
S 


Salomon  (SB)  78,130 
Samsung  Aerospace  60 
Sara  Lee  (SLE)  82 
Scott  Paper  (SPP)  78 
Scudder,  Stevens  &  Clark 
Sealy  120 
Securities  Data  14 
Sega  102 
SGS  Thomson  87 
Sherburne.  Powers  & 

Needham  162 
Sherwin-'Williams  (SHWfl 
Shinhan  Bank  60 
Sierra  On-line  (SIER)  163 
Silicon  Graphics  (SGI)  44 
SoftKey  55 
SoGen  160 
Solidas  95 
Sony(SNE)  102 
Springs  84 
Sprint  (FON)  42,119 
Stackig  Advertising  55 
Standard  &  Poor's  14 
Standard  Bank  of  South 

Africa  123 
Staples  (SPLS)  14 
Starbucks  Coffee  (SBUX) 
Sun  Microsystems  (SUNW 

98, 102 

Sunkyong  Group  60 
Superior  Printing  54 
Supra  87 
T 


Tambrands  (TMB)  78 
Tele-Communications  (T( 
Telefonos  de  Mexico  104 
Texas  Instruments  (TXN) 
Texas  Utilities  (TXU)  13C 
Thomson  102 
3-Dimensional 
Pharmaceuticals  95 
3D0(THDW  102 
Time  Warner  flWX)  42, ' 
TJ  International  84 
Toshiba  87,95,102 
Toys  R' Us  (TOYS)  130, 
TRW  (TRW)  118 
Tsunami  Media  163 
WR  66 

U,V  


UBS  Securities  42 
Union  Bank  of  Switzerlai 
126 

Union  Carbide  (UK)  78 
Union  Pacific  (UNP)  54 
United  Technologies  (UT 
USAA  Growth  Fund  47 
USAir(U)  78 
VeriFone  (VFIC)  98 
VF(VFO  130 
Victoria  Insurance  122 
Visa  USA  98 
Volkswagen  66,110 
Volvo  66 
W 


Wal-Mart  (WMT)  130 
WEFA  Group  132 
Western  Union  47 
Westinghouse  (WX)  78 
Winmill  International  1 
WMX  Technologies  (WM; 
Woolworth(Z)  130 
WordPerfect  6 
X,  Y,Z 


Xerox  (XRX)  38 
Yacktman  Asset  Manag 
Zell/Chilmark  Fund  121 
Zoom  Telephonies  (ZOO 
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vestment  Figures  of  the  Week 


ENTARY 
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Editorials 


LET'S  END  OUR  INFLATION  OBSESSION 


It's  one  for  Ripley's  Believe  It  or  Not.  Despite  super-duper 
4.2%  growth  in  the  third  quarter,  the  inflation  rate  as 
measured  by  the  Consumer  Price  Index  fell  to  a  paltry  1.8% 
for  the  quarter.  Given  that  the  CPi  index  probably  overstates 
inflation  by  0.5%  to  1%,  the  economy  is  edging  toward  a 
new  kind  of  disinflationary  growth.  Nearly  five  years  into  eco- 
nomic expansion,  inflation  continues  to  fall.  This  is  big  news. 
Standard  economics  tells  us  that  this  is  nigh  impossible. 

But  don't  take  oui'  word  for  it.  Check  the  numbers.  The  CPi 
inflation  rate  for  goods  plummeted  from  2.7%  in  May  to  1.5% 
in  September.  But  what  about  sei^vices?  They've  been  the  big 
spoiler  in  the  inflation  pictui'e,  right?  Well,  the  CPi  inflation 
rate  for  services  is  down  to  2.6%  for  the  past  three  months. 

Let's  get  specific.  The  medical  services  inflation  rate  fell  to 
4.9%  in  September,  a  22-year  low,  according  to  Edward  E. 
Yardeni  at  C.  J.  Lawrence/Deutsche  Bank  Seciuities  Corp.  The 
inflation  rate  for  private-school  tuition  is  at  5.7%,  down  fi-om  the 
double  digits  of  the  1980s.  And  wage  inflation,  i-unning  at  a  2.8% 
quarter-on-quarter  annual  rate,  is  the  lowest  since  the  1950s. 

For  a  growing  number  of  goods,  there  is  actual  deflation, 
says  Yardeni.  They  include  computers,  high-tech  medical 
equipment,  household  appliances,  gasohne,  and  apparel.  The 
annual  CPi  inflation  rate  for  new  cars  fell  to  1.5%  in  Septem- 
ber. Drug  price  inflation  is  down  to  2%  annually,  communica- 
tion gear  1.4%,  office  machinery  0.6%. 


True,  entertainment  inflation  is  up:  to  3.9%  in  Septej 
The  transportation  inflation  index,  always  volatile,  skyi'oJ 
fi-om  2.5%  at  the  end  of  1994  to  5.6%  in  Jime  but  rose  41 
September.  The  CPi  inflation  rate  for  paper  and  chenj 
which  zoomed  over  the  past  year,  was  cut  in  half  byl 
tember.  Ditto  for  lumber,  copper,  and  most  commoditie| 

So  what  does  all  this  mean?  Certainly  no  one  should 
claiing  victory  in  the  war  on  inflation.  But  the  drop  in  pr| 
the  face  of  fast  growth  is  a  reminder  th»at  during  most  of  il 
yeai'  histoiy,  the  U.  S.  economy  has  not  been  inflation-prol 
fact,  there  have  been  times  when  deflation,  not  inflation,  haj 
the  problem.  This  is  a  legitimate  concern  today. 

Yet  an  inflation  obsession  rules  the  nation,  despil| 
facts.  We  would  hke  to  gathei"  in  one  room  the  Wall 
bond  vigilantes.  Federal  Reserve  policymakers,  and 
ington  politicians  who,  in  their  balanced-budget  assum^ 
cap  grovrth  at  the  "natural"  rate  of  2.5%.  Then  we 
make  them  repeat  this  mantra:  Fast  growth  doesn't! 
higher  inflation.  Fast  growth  doesn't  equal  higher  infl^ 

Who  knows?  If  they  break  out  of  their  rigid  thint 
might  just  lead  to  a  high-gi'owth,  low-interest-rate  ecd 
that  gives  us  4%  to  5%  mortgages,  labor  markets  that! 
er  real  wage  gains,  and  job  stabihty.  You've  heard  [ 
this  kind  of  economy,  haven't  you?  It's  the  postwar  ec\ 
of  many  of  our  parents. 


NOW  IS  NOT  THE  TIME  TO  BYPASS  JAPAN 


"apan  passing"  has  replaced  Japan  bashing  as  the  key 
discussion  topic  among  U.  S.  corporations  investing  in 
Asia.  With  markets  expanding  all  across  the  Pacific  Rim, 
why  should  U.  S.  executives  pound  on  the  portals  of  Fortress 
Japan?  Roughly  40%  of  all  manufacturing  output  there  is 
managed  by  10,000  regulations,  many  of  which  are  designed 
to  keep  foreign  companies  out  of  coddled  domestic  mar- 
kets. And  Tokyo  bureaucrats  pull  all-nighters  figuring  out  in- 
genious ways  to  erect  invisible  trade  barriers  as  well.  So 
why  bother  when  China  beckons,  or  Thailand,  Malaysia, 
and  Vietnam? 

Because  Japanese  mercantilism  is  at  long  last  being  un- 
dermined. Japan's  multilayered  distribution  system  is  being 
shattered  by  a  new  breed  of  discounters.  Most  are  Japanese, 
hungry  for  U.  S.-branded  goods,  but  a  growing  number  are 
American,  including  Gap  Inc.  and  Toys  'R'  Us  Inc.  They  are 
increasingly  popular  with  Japan's  new  yen-pinching  con- 
sumers, who,  after  four  years  of  economic  stagnation  are 
vrilling  to  give  American  products  a  hard  look. 

This  is  why  Compaq,  Apple,  IBM,  and  others  have  grabbed 
30%  of  Japan's  $9  biUion  PC  market.  Motorola  has  roughly  15% 
of  the  cellular-phone  market.  And  Detroit  auto  makers  are  fi- 
nally rolling  out  right-handed  vehicles  while  trumpeting  plans 


to  increase  their  sales  to  Japan  to  nearly  500,000  cars 
turn  of  the  centuiy. 

Is  Japan  still  a  maddening  place  to  do  business?  Sur 
much  more  needs  to  be  done.  The  biggest  opportunities 
less-regulated  markets,  such  as  computers,  software, 
goods,  household  goods,  and  CDs.  In  those  markets  that  c^ 
to  be  heavily  regulated,  Japan  passing  is  a  I'eality.  ^ 
oveiTegulated  financial  markets  have  sparked  a  steady  j 
of  delistings  by  foreign  companies  ft'om  the  Tokyo  Sto 
change.  And  at&t  is  looking  to  China  for  new  growth  □ 
the  $70  billion  colossus  Nippon  Telegraph  &  Telephone 
continues  to  dominate  Japan's  telephone  and  multimedia 
Penetration  of  Japanese  markets  by  U.  S.  products  id 
ing  new  benefits  to  Japanese  consumers.  Lower  pried 
led  to  Japan's  first  boom  in  home  personal  computers,  i 
prices  are  beginning  to  fall  as  well,  with  lower-priced  (] 
Neons  about  to  give  Japan's  auto  makers  their  fir 
competition  in  theii"  main,  smaller-car  market,  while  tl 
Cherokee  sells  into  the  booming  sport-utility  sector. 

For  all  its  problems,  Japan's  sophisticated  $5  trillioi 
omy  is  bigger  than  South  Korea,  Thailand,  Malay? 
Singapore  combined.  With  barriers  finally  beginning 
Japan  passing  is  a  self-defeating  strategy. 
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and  market  i^'-^'-V-f'^'^^^^^P^'^Bigl^^  itntPl  t^"*  In 
could  be  the  world's  6th  largest  by  the  year  2010.  Itslaf^ 
investor  in  manufacturing  is  Japan.  The  US  is  fourth.  If  y< 
needs  to  learn  more  abouT  Indonesia,  call  1-800-646-7382 
for  a  free  brochure  or  contact  http://www.indonesiatoday. 
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Not  all  monsters 
are  make-believe. 


Measles  is  a  very  real  tlii'eat  to  your  child. 
Complications  caii  lead  to  bUncbiess  or  even 
brain  damage.  But  measles  can  be  prevented. 
That's  why  we're  giving  millions  of  dollars 
through  1996  to  educate  and  encourage 
parents  to  vaccinate  their  kids.  Preventive 
care  is  included  in  many  Aetna  Health 
Plans  progiams.  Alter  all.  prevention  is  the 
best  form  of  health  care.  For  our  brochure. 
"A  Parents  Guide  to  Childhood  F'^ifll 


VaccinationsVcall  l-800-/^ETM-HC. 
Aetna.  A  policy  to  do  more? 


©1993  Aetna  Lifelnsui 


ipany 


*MSRP  for  an  E300D  ei(cludes  $595  transportation  charge,  all  taxes,  title/documentary  fees,  registration,  tags,  dealer 
prep  charges,  insurance,  optional  equipment,  certificate  of  compliance  or  noncompliance  fees,  and  finance  charges.  E320 
starts  at  $43,500.  Prices  may  vary  by  dealer.  E300D  shown  at  MSRP  of  $40,585  includes  metallic  paint. 
'■  'Z'      '■■">'■  ®  '"^  Mercedes-Benz  of  North  America,  Inc.,  Montvale,  N.J.,  Member  of  the  Daimler-Benz  Group. 


Starts  at  1  '-'y"^'^"^        s'^y'i'^g-  more  standard 
'^'^OOAn*     equipment,  a  roomier  interior,  a  sportier 
^^OV,y\J\J  J  driving  experience.  To  learn  more  about 
the  makings  of  another  milestone,  visit  your  authorized 
Mercedes-Benz  dealer  or  call  1-800-FOR-MERCEDES. 
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Up  Front 


EDITED  BY  LARRY  LIGHT,  WITH  PAUL  ENG 


OLYMPICS  '96 


WILL  THE  GAMES  BURN  ATUNTA? 


ATLANTA    ISN  T   GOING  FOR 

the  gold  in  the  Olympics.  An 
outside  analysis  predicts 
profits  for  1996  at  a  slim  $13 
million.  That's  not  much  of  a 
cushion  if  unexpected  costs 
crop  up.  Worst  case:  It  jeop- 
ardizes a  vow  not  to  charge 


ON  YOUR  MARH....Get  set,  taxpayer 


local  taxpayers  a  penny. 

Los  Angeles  scored  a  tidy 
$223  million  gain  in  the  1984 
Olympics  largely  because,  un- 
like Atlanta,  it  didn't  build  a 
lot  of  sports  facilities  and 
housing  for  the  event.  The 
Atlanta  Games  are  spending 


$500  million  on  construction. 

According  to  Price  Water- 
house,  which  did  the  analy- 
sis for  the  watchdog  Metro- 
politan Atlanta  Olympic 
Games  Authority,  revenue 
fi'om  tickets  and  merchandise 
may  come  in  below  what's 
budgeted.  Example:  slow 
sales  of  $35  bricks  bear- 
ing yoiu'  name  that  you 
c  an  either  cany  home  or 
donate  to  pave  plazas 
and  walkways  in  a  park 
to  be  built  downtown. 
Only  $8  million  has  been 
raised  so  far,  with  $15 
miUion  needed  to  meet 
the  target.  There's  a 
Dec.  31  cut-off  date  for 
bricks  to  go  in  the  park 
so  constiuction  can  start. 

The  Atlanta  Olympic  com- 
mittee says  its  $1.7  billion 
budget  is  sound — and  pro- 
jects a  comfy  $30  million 
profit.  Nonetheless,  it's  under 
orders  to  present  a  more  de- 
tailed budget.  Nicole  Harris 


SLUGFESTS 


DECLARATION  OF  INDY-PENDENCE  

es.  Their  group.  Champion- 
ship Auto   Racing  Teams 
(cart),  boasts  most  of  the  top 
drivers  (Al  Unsei-  Jr,  Michael 
Andretti).   The  Speedway 
wants  to  run  only 
on  oval  tracks.  At 
stake  is  who  will 
block  out  the  most 
racing    dates  for 
their  series  in  this 
lucrative  sport. 

So  the  Speedway 
has  set  up  the  Indy 
Racing  League  se- 
ries, starting  Jan. 
27  in  Orlando.  To 
clualify  for  25  of  the 
Indy  500's  33  spots, 
drivers  must  compete  in  the 
IRL  races — which  the  cart 
owners  refuse  to  do.  □ 


AUTO  RACING  FANS  MAY  WELL 

face  a  dilemma  next  Memori- 
al Day:  Disgruntled  team 
owners  plan  to  run  their  own 
race,  competing  with  the  fa- 
bled Indianapolis 
500,  and  chances 
look  dim  for  a  com 
promise.  Says  Ton  \' 
George,  presideii' 
of  the  Indianapoli 
Motor  Speedway: 
"We're  well  past 
the  window  of  o]i 
portunity"  to  settl< 
differences. 

The  rift,  which 
leaves  such  sponsors 
as  PPG  unsui'e  whom 
to  deal  with,  centers  on  the 
team  owners'  races  on  city 
streets  and  other  road  coiu's- 


THE  BRICKYAKD: 

Mutiny  in  the  aii 


TALK  SHOW  ui  deeply  regret  being  forced  to  sue  a  cor)<; 

ny  I  helped  build  and  love  very  much. 5? 

— Lee  lacocca,  an  ally  of  Kirk  Kerkorian,  suing  Chrysler for 
blocking  his  exercise  of  $42  million  in  company  options 

UNCOMMON  MARKET 

SEEING  RED  OVER  THE  GRAY  MARKET 


EUROPE'S  GRAY  MARKET  FOR 

cars,  a  chronic  problem,  is 
flourishing  as  never  before. 
Reason:  currency  swings 
producing  price  gaps  of  up  to 
50%  on  individua 
models  from  one 
country  to  an- 
other. 

Although 
the  Italian 
lira's  and 
the  Spanish 
peseta's  value 
has  tumbled 
against  other  European  cur- 
rencies, carmakers  such  as 
Germany's  Volkswagen  and 
France's  Peugeot  haven't 
raised  prices  in  Spain  and 
Italy  for  fear  of  losing  cus- 
tomers. So  fleet-footed  "re- 
importers"  are  legally  snap- 
ping up  autos  in  Italy  and 
Spain,  then  shipping  them  to 
bargain-hungry  buyers  in 
Germany   and    France — at 


much  lower  prices  than  i 
of  local  dealers. 

This  sweet  trade  ba 
conventional  dealers  and 
pressure  on  auto  compa 
margin 


VW:  Made  in  Germany, 
in  Italy,  resold  in  Geni  i 

Europe  just  as  overall  ~ 
are  softening.  That's  wh>  .. 
makers  are  so  keen  on  pih 
ing  through  a  monetj 
union,  which  v/ould  ehmin 
currency  swings.  H(| 
ever,  that  is  not  likely  to  H 
pen  by  the  scheduled  li 
deadline.      David  Woodr 


THE  LIST  JUNK  JUBILEE 


Junk  bonds  have  seen  average  1995  total  re- 
turns jump  16.3%.  Sure,  that 
pales  beside  equities'  35.5%. 
But  junk  is  way  up  from  the 
0.2%  gains  in  1994,  when  Fed 
rate  hikes  hit.  While  9  of  the  top 
10  performers  sell  at  a  discount, 
their  prices  are  much  higher. 
usAir  leads  the  pack:  American 
or  United,  both  stronger  financially,  may 
buy  it.  Improved  news  for  wireless  services 
and  Atlantic  City  casinos  cheer  buyers. 

BEST-PERFORMING  JUNK  BONDS,  1995 


PRIZE  BIRD: 

Suitors  boost 
bond  prices 


ISSUER 

INDUSTRY 

MATURITY 

TOTAL 
RETURN* 

USAIR 

AIRLINE 

2003 

68.3% 

TRUMP'S  CASTLE 

CASINO 

2003 

67.5 

J  PS  TEXTILE 

TEXTILES 

2000 

63.1 

NEXTEL 

WIRELESS 

2003 

49.4 

NEXTEL 

WIRELESS 

2004 

45.7 

ONECOMM 

WIRELESS 

2004 

45.1 

GNF 

CASINO 

2003 

41.8 

COMPUTERVISION 

SOFTWARE 

1999 

37.1 

JPS  TEXTILE 

TEXTILES 

1999 

36.6 

TRUMP  PLAZA 

CASINO 

2001 

35.4 

*  Price  appreciation  plus 

nterest  income,  Jan,  1  throuj 

>h  Oct,  31,  1995 

DATA;  DUFF  &  PHELPS  CORP. 
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Delta  Is  The  Only  U.S.  Airline  To  Fly 
Smoke-Free  Worldwide. 


We're  always  looking  for  ways  to  create  a  more 
pleasant  atmosphere  for  our  passengers.  So  when  you  told  us  that 
youtl  prefer  a  smoke-free  environment,  we  listened. 
And  we  became  the  only  U.S.  airline  to  fly 
0  completely  smoke-free,  worldwide.  So  you  can  relax, 

knowing  the  air  will  be  clear  on  Delta,  whether 
you Ve  flying  around  the  country  or  around  the  world. 


Visibility, 
32  Rows. 


And  weVe  made  all  of  t)ur  Crown  Room  Clubs  smoke-free,  as  well. 

The  way  we  see  it,  responding  to  our  passengers'  requests  for 
cleaner,  clearer  air  just  makes  it  easier  for  you  to  see  how  different 


one  airline  can  be. 


ADelta 

Youll  love  the  way  we  fly  ' 


Up  Front 


TOYLAND 

THIS  MOVIE  WINDS 
UP  OLD  FAVORITES 

A  CHKSTFUL  OF  OLD  TOYS 
could  get  new  commercial  life 
this  Christmas,  thanks  to  the 
ujX'oming  Walt  Disney  movie 
Toy  Story.  The  com- 
puter-generated flick, 
which  is  due  to  ajj- 
pear  on  Nov.  22,  co- 
stars  Slinky  Dog,  the 
coiled-wire  toy  with 
a  pooch's  head  that 
slinks  down  stairs. 
Slinky  Dog  has  been 
in  toy  heaven  for  the 
past  five  years,  but 
the  celluloid  expo- 
sure is  prompting 
James  Industries  to  return 
him  to  the  shelves. 

With  fingers  crossed  that 
the  film  will  be  a  success, 
toymakers  are  gearing  up  for 
a  sales  rush.  Hasbro,  whose 
Playskool  unit  produces  Mr. 


Potato  Head,  has  a  special 
Toy  Story  version:  The  char- 
acter sports  the  bowler  hat 
he  wears  in  the  movie.  There 
are  coupon  giveaways  for  the 
two  Mattel  toys  featui'ed,  the 
Hot  Wheels  track  (for  tiny 
cars)  and  See  'N  Say  (a  tot's 
educational  game).  Kids  buy- 


DRAWN  &  QUARTERED 


NEW  LIFE 


I'otdfo  Head  on-Kcreen 


ing  popcorn,  soda,  and  candy 
at  a  Toy  Story  showing  get  a 
discount  coupon  for  the  toys. 

Foi'  toymakei's,  the  beauty 
of  this  movie  is  that  they 
don't  have  to  pay  product- 
placement  fees.  Disney  was 


so  eager  to  use  well-known 
toys  that  it  skipped  the  usual 
arrangement,  where  compa- 
nies pay  studios  big  bucks  to 
get  their-  products  shown  in 
the  theater. 

Still,  not  all  toys  answered 
Disney's  casting  call  for  the 
movie.  The  studio  says  Has- 
br-o  kept  G.  I.  Joe  off  the  set 
(although  Hasbro  won't  con- 
fir*m  it).  Why?  Because  the 
filmmakers  wanted  to  blow 
his  head  off.  Ronald  Grover 


GOLDEN  HARVEST 


INVASION  OF  THE  BERRY  PICKERS 


IT  MAY  NOT 
be  the  Cal- 
iforTiia  Gold 
Rush,  but 
the  skirmish- 
es over  ber- 
ries are  getting 
nasty  in  Florida  and 
southern  Geor'gia. 
At  issue  is  the  saw 
palmetto  berry — a 
i  —  popular"  ingr'edient 
n  ^  in  ])rostate  nos- 
T  trums  sold  by 
r  -A  .  health-food 
h'TfeK— -i^  Stores.  With  ht- 
tle  r-egard  for  private  proper-- 
ty,  pickers  roam  through  land 
wher-e  the  olive-size  berries 
gr-ow  wild  on  shr'ubs.  During 
the  picking  season  just  end- 
ed, the  Collier  County  (Fla.) 
sheriff's  office  was  flooded 
with  trespass  complaints 
from  local  landowners,  who 
want  to  bring  in  the  berry 
cr'ops  themselves. 

Why  the  picking  fi'enzy?  A 
few  years  ago,  the  berrnes 


fetched  25(Z  a  pound;  this  sea- 
son, $3.50.  Picking  50  pounds 
a  day  brings  you  $175. 

France's  Pierre  Fabre  and 
American  companies  such  as 
Nature's  Way  process  the 
berries  into  capsules  reputed 
to  retard  prostate  swelling 
and  bolster  sexual  potency. 


So  far,  no  one  has  cultivated 
the  plant,  which  takes  seven 
years  to  sprout  berries.  How 
effective  is  this  stuff?  Dr.  Jay 
Gillenwater-,  president  of  the 
American  Foimdation  of  Uro- 
logical  Disease,  says  patients 
have  gotten  r-esults.  He  says 
the  berries  have  the  same 
component  as  prescription 
prostate  drugs — but  he  says 
pr-escription  drugs  are  more 
effective.      David  Swafford 


THE  BIG  PICTURE 


FEWER 

GOING 

UNDER 

Slowly,  the  1990s  surge  of 
business  failures  has  begun 
to  ebb.  After  the  1990-91 
recession,  a  slow  recovery 
actually  produced  a  higher 
failure  rate  for  1992.  Lately, 
the  most  improvement  has 
come  in  New  England. 


NUMBER  OF 
BUSINESS 
FAILURES 

IN  THOUSANDS 


DATA^  DUN 


PRODUCT  PEEK 

TO  CATCH 
A  CHIP  THIEF 

A  COMPANY  THAT  PROVII 

the  magnetic  devices  t ; 
department  stores  rely  (u 
thwarl  shoplifters  rrow  w  a 
to  fur'nish  an  even  hij_'l; 
tech  version  to  the  compii 
industry.  By  some  estim  it 
the  black  market  for  coni| 
er  components  now  exn  i 
$8  billion  a  year.  Indus j 
employees  are  responsible  | 
50%  of  the 
thefts. 

Knogo  North 
America,  locat- 
ed in  Haup- 
pauge,  N.  Y.,  is 
intr'oducing  the 
hair-thin  Super 
Strip,  which  can 
fit  on  a  comput- 
er chip,  a  hard 
drive,  or  other  componej 
Made  of  two  types  of  cob^ 
based  aOoys,  the  hard-to- 
tect  strip  sends  off  a  stroj 
signal  when  it  passes  a  st 
sor  at,  say,  the  factory  do| 

The  cost  of  this  sort 
protection  for  a  Pentium  cH 
with  a  $500  street  value  [ 
under  50(?,  says  Thomas  Nj 
olette,  Knogo's  chief  exec 
tive.  He  says  he  has  sevei! 
high-technology  companij 
signed  up,  but  he  declines ! 
reveal  their  identities.  "Tlj 
progr-am  is  best  kept  unde 
stated" — to  avoid  tippiij 
off  potential  thieves,  he  sajj 
The  strip  may  be  deactivat 
by  the  chip  maker  or  tl 
retailer.  Stan  Cro\ 


SUPER  S1 

Hard  to 


FOOTNOTES  Number  of  messages  an  E-mail  user  will  send  in  a  typical  day:  3;  number  received:  5 
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When  you  have  been  entrusted  with  that  kind 
of  money,  you  can  afford  to  malce  a  stronger 

promise  than  others. 


This  number  testifies  to  the  trust 
thousands  of  fund  managers  and 
individuals  have  put  in  AXA  in  23 
countries  worldwide. 
It  also  ranks  us  as  the  4th  largest 
global  insurer  in  terms  of  assets 
under  management.  Over  the  last 
20  years,  AXA  has  multiplied  its 
revenues  180  times,  its  equity 
funds  220  times,  and  its  funds 
under  management  690  times. 
So  it  is  clear  we  are  not  speaking 
lightly  when  we  say  : 


Go  ahead 


INSURANCE  &  INVESTMENT 


■  T/h'  PRfAlJSE/HnnfMre  system  \xom  Wawoxlh. 


Each  is  a  proven,  time-tested  way  to  deliver  power  However,  only  one 
is  designed  to  keep  sensitive  electronic  ojjice  ecluipment  up  and 
running  long  ajter  the  cows  have  come  home. 

H/XWORTH 

Furniture  That  Works*' 

For  more  niform.iiiOM  on  PREMISE'"  and  other  Haworth  jurniture  desicfned  to  support  the  modern  electronic  ojjice,  call  t  800.344- 
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Readers  Report 


THE  WAY 
CIGNA  SEES  IT 


In  your  article  about  cigna  Property 
&  Casualty  Insurance  Co.'s  recent  re- 
stioicturing  and  reserving  action,  I  be- 
lieve you  have  done  the  company — and 
the  insurance  industry — a  very  signifi- 
cant disservice  ("Is  cigna  creating  a 
time  bomb?"  Finance,  Nov.  6).  Rather 
than  addressing  the  hard  facts  about 
our  company's  actions,  you  have  chosen 
instead  to  cite  the  uninformed  opinions 
of  competitors,  who  ai'e  clearly  eager  to 
protect  their  market  share  and  avoid 
the  reserve  issues  that  we  have 
addressed. 

Contrary  to  the  assertions  that  were 
made  by  American  International  Group, 
Chubb,  and  St.  Paul — which  stand  to 
benefit  substantially  from  their  criti- 
cisms of  our  actions — the  real  threat 
to  the  guaranty  funds  comes  from 
those  insurance  companies  that  have 
not  yet  faced  up  to  their  responsibil- 
ities for  asbestos  and  environmental 
(a&e)  liabilities. 

Our  objective  was  to  address  A&E  h- 
abihties  in  a  way  that  impi'oved  the  po- 
sition of  past  and  cmrent  policyholders. 
We  have  made  it  clear  to  regulators 
and  rating  agencies  that  we  are  not 
walking  away  from  the  past.  On  the 
contrary,  by  strengthening  oui"  reser-ves, 
we  have  addressed  the  issue  from  a 
practical,  economic  perspective.  The  ac- 
tive and  inactive  operations  we  have 
created  are  linked  by  a  common  par- 
ent, tax-shaiing  agi'eements,  reinsurance 
arrangements,  and  shared  services. 
Clearly,  we  would  not  have  established 
such  linkages  if  we  planned  to  disen- 
gage ourselves  from  this  business.  The 
restiucturing  protects  past  policyholders 
by  doubling  a&e  reserves  to  nearly  $2 
biUion  and  providing  $7  billion  in  assets 
as  well  as  future  investment  income, 
resulting  in  resoiu'ces  that  are  far  more 
than  any  losses  that  can  be  reasonably 
expected.  In  addition,  the  active  compa- 
nies will  provide  a  $500  million  excess  of 
loss  coverage  to  the  inactive  operations 
as  further  protection. 

As  an  insurer  committed  to  meeting 


CORRECTIONS  &  CLARIFICATIONSi 

In  "Are  these  10  stretched  too  thin?"  (Tl 
Corporation,  Nov.  13),  the  name  of  tJ 
chairman  of  Korn/Ferry  International  shoJ 
have  been  Richard  M.  Perry.  And  the  nan] 
of  one  of  the  data  providers  for  the  accorj 
panying  chart  ms  Directorship  DataBanj 
not  Directorship  DataBase.  [ 

In  "Get  with  the  programs"  (Annual  Buyin 
Guide,  Nov.  6),  the  selling  price  for  Microsd 
Works  should  have  been  $54.95  for  the  did 
version  and  $79.95  for  the  CD-ROM  versiol 


the  obligations  of  our  policyholder^ 
past  and  present — and  subject  to 
same  guaranty  fund  assessments  as 
competitor's,  cigna  p&c  has  just  as  mi| 
mterest  in  ensuring  the  success 
Brandyvdne,  the  company  that  will  md 
age  the  a&e  habilities,  as  does  any| 
oar  competition. 

Gerry  Is( 
Preside 

cigna  Property  &  Casual 
Philadelplj 

THIS  MERGER 

WAS  NO  FLOP  

In  "The  case  against  mergers"  (S{ 
cial  Report,  Oct.  30)  you  list  the  merg| 
of  Mellon  Bank  Coip.  and  Boston  Co. 
part  of  a  chart  with  the  "worst  mej 
deals  of  the  1990s."  We  were  stunned  1 
that  inclusion,  given  the  cleai-  success 
the  merger.  Here  are  the  facts:  1 
m  The  combined  organization,  now  callJ 
Mellon  Tiiist,  has  added  more  than  $18 
billion  in  new  client  assets  since  ta 
merger — a  42%  increase — and  has  ii 
creased  our  market  share  in  institutioi 
al  ti"ust  and  custody  by  approximate! 
three  percentage  points.  In  fact,  will 
other  similar  mergers,  companies  ha^j 
actually  lost  market  share. 

■  Mellon  reported  record  earnings 
1994  and  three  excellent  quarters 
1995.  In  fact,  we  just  reported  recoi| 
third-quarter  earnings. 

■  Our  stock  is  up  108%  since  Septembe 


Business  Week 

A  I  hvisii))!  ()/  I'lic McGraw-Hill  Companies 


NOVEMBER  20,  1995  (ISSN  0007-7135)***  3451 

I'ublislu-<1  w.Tklv.  ext-epl  fnr  one  issue  in  .lanuai-y.  by  The  McGraw-Hill 
('urii|.atii.-s.  In-'.  Founder:  James  H.  McCraw  (lH(i()-I!l4H). 
Kxi  futive,  Kditiinal,  Circniation.  and  Advertising  Offices:  The  McGraw- 
Hill  CnmiiariK-s  HiiildiriK',  12lil  Avenue  of  the  Americas.  New  York.  N.Y. 
im2(\  T.-lcphont-:  'ZVZ-rAZ-Zmi  Telex:  Domestic  1270;W;  Intl.  2160127039. 
I  !  .S,  stibseniition  rate  $4(i.;tr,  per  year;  2  years.  $7W.95;  :i  years.  $104.95. 
Smgk'  copies,  $2.95;  back  issues,  $5.  Write  for  rates  in  other  countries. 
Subscriber  Services:  1-800-635-1200.  TDD:  1-800-554-1579 
Postmaster:  Send  address  changes  to  BUSINESS  WEEK,  P.O.  Box  430. 
Hightstown.  N-I-  0H520.  Second-class  postage  paid  at  New  York.  N.Y..  and 
at  additional  mjilling  offices.  Postage  paid  at  Montreal,  P.Q.  C;inada  Post 
Int+rnational  Publications  Mail  Product  Sales  Agreement  No.  24H484. 


RegLstered  for  GST  as  The  McGraw-Hill  Companies.  Inc.  GST  /»Rl2i0756' 
C'opyright  19i)5  by  The  McGraw-Hill  Companies.  Inc.  All  rights  reserved, 
tie  registered  in  U.S.  Patent  Office.  European  Circulation  Center,  McGraj 
Hm  House,  Maidenhead,  Berks.  England  Telephone:  01ffil*-214'il;  Telex:  ~  "~ 
Officers  of  The  McfJraw-Hill  Companies,  Inc.:  Joseph  L.  Dionne,  CI 
and  Chief  Executive  Officer.  Harold  W.  McGraw,  III,  President  and  CI 
Operating  Officer;  Robert  N.  Landes,  Senior  Executive  Vice  President 
Secretary;  Kenneth  M.  Vittor,  Senior  Vice  President  and  General  ( "oun.-^ 
Robert  J.  Bahash,  Executive  Vice  President  and  Chief  Financial  I  iffiLi- 
Frank  D.  Penglase.  Senior  Vice  President,  Treasury  Operations,  Mn  ha 
K,  Hehir.  President.  Information  Services  Group. 
PHOTOCOPY  PERMISSION:  Where  necessary,  permis.sion  is  ^;iaiii. 
by  the  copyright  owner  for  those  registered  with  the  Copyright  ( 'Ici 
Center  (CCC),  222  Rosewood  Drive,  Danvers,  MA  01921,  to  phot<^'. .|i 
article  herein  for  the  ftat  fee  of  $1.50  per  copy  of  each  article.  St  n< 
ment  to  the  CCC.  Copying  for  other  than  personal  or  internal  ref- 
use without  express  permission  of  The  McGraw-Hill  Compann  -  I 
prohibited.  Address  requests  for  customized  bulk  reprints  t<i  I' 
Week  ReprinLs,  P.O.  Box  457,  HighLstown.  N  J,  08520.  or  call  60f  1  ■ 
ISSN  (H>07-7135/95/$2.75  PRINTED  IN  TH  I 


12  BUSINESS  WEEK  /  NOVEMBER  20,  1995 


i 


ACROSS  OCEANS. 


ACROSS  INDUSTRIES. 


ACROSS  HALLUAYS. 


NOTES  IS  WORKING- 


'There   are   two   kinds  of 


companies.  The   quxcl^nd   the   dead."  -  ANDY  GROVE,  CEO 


SANTA    CLARA,  CA 


In  the 


microprocessor 


world,  speed 


rules- 


Intel  stays 
ahead  by  using 
Lotus  Notes® 

Now,  their 
employees  around 
the  globe  are 
linked  and  loaded- 

Now,  critical 
product  informa- 
tion gets  revised 
^fl'd  distributed 
worldwide  in 


'"eal  time- 


Now,   time  and 


distance   are  no 


excuse. 


The  universe 


truly   is  getting 


smaller. 


Faster,  too. 


Remember  the 


dinosaurs 


Lotus. 


Working  Together' 


SPACE,  TiriE 
SHRUNK  IN 
NORTHERN 
CALIFORNIA. 
(WHERE  ELSE?) 


1 


Hiring  Someone  To  Be  Your  Right  Arm  Is  Great. 
Unless  You  Happen  To  Be  Left -Handed. 


rill-  lijilil  |irr>(iii  lor  llic  uroiif;  ]i>\). 
Il  rail  !»■  a  costly  inisi  alculatioii. 

FAirl  iinatcK ,  now  I  here's  an 
e\rellent  \\a\  to  lirid  out  aliont 
soniconi'  before  tlie\  re  liir<'<l 
-and  vvc  re  tlie  ones  can 
lie||i.  We're  vonr  slaliinfi  part- 
n<  r.  M  a M ai;enicri t  Itccrniters 
I  ti  I  e  r  M  a  I  i  o  iia  I.  the  nation  s 
leader  in  |m  iiriarient.  liexilde. 
and  riiflit-fit  slallini;  solutions. 


reeruilers.  \vi'  re  poised  uilli  our 
c(ini|)relii'nsi\ (•  network  <d 
\Iaiiaj;enient  l!eeriiit<Ts  ,  Sales 
(Consultants.  ( (iriccMatcs.'!).  and 
(ioiiipiiSeari  11  ollic  es  to  riillill  \oiir 
|)erniaiieiit  |p|aceiiiciil  iieids. 

We  lia\  e  ac I  ion -orien  I  ed 
assessment  tocd^  that  let  \  (lU 
e\  a  I II  a  t  e  t  lie  e\  pe  rie  nee  of 
prospe(  li\e  einplov<-cs  and 
llieir  on-tlie-joli  clieinislrN.  WC 


With  o\cr  600  olliees  an<l  .'..OOO      esen  I 


ia\  e  a  si'r\  ic 


I  hal  lets  \  on 


nii'cl  caiididales  la(<  -lo-lace  vsitli 
the  world  s  larficst  pri\  ale  \  ideo- 
confcreiicini;  net  w  ork. 

And  OIK  (■  \  oil  \  e  made  I  lie  rij^lit 
clioicc.  imr  iclocalion  proiirani 
fcalnrcs  lioniedhidin^  assistance, 
niorl^a^'c  ser\ ices,  and  cost- 
elfeclive  nio\  illji  el  I  iciencics. 

'l  on  see.  at  M  I  !  I .  u  lien  it 
conies  to  f^'ettilifi  \  on  llic  ri;_dil 
people,  we  re  a  I  w  a  \  s  lici  c  In 
l.'iid  a  liand. 


Management 
Recruiters 

8ale!>  (ionsultanU 

()fri<eIVlales5 

Coinpii  Search 


M^l   Intelligent  Staffing  Solutions. 


Our  Rolodex®  desktop 
directory/organizer 
remembers  and  dials 
700  phone  numbers. 


aders  Report 


.  when  we  announced  our  plan  to 
ire  Boston  Co.;  the  Standard  & 
's  500-stock  index  is  up  48%  over 
,ame  period.  Oui-  stock  has  also  out- 
)rmed  the  bank-stock  indexes  com- 
.  by  Keefe,  Bruyette  &  Woods  Inc. 
'  have  increased  our  dividend  four 
s  in  two  years,  for  a  total  of  117%, 
we  just  announced  an  8  million 
e  common-stock  buyback  progi'am. 
ice  we  acquired  Boston  Co.,  we 
;  reduced  our  long-term  debt  by 
it  $1  billion  and  will  have  repur- 
ed  $900  million  of  equity  after  the  8 
on  share  repurchase  is  completed 
,  March. 

1  conclusion,  to  label  the  merger 
}  of  the  worst  megadeals  of  the 
)s"  is  blatantly  incorrect  and  repre- 
,s  a  serious  dissei^vice  to  our  share- 
ers,  our  clients,  and  importantly,  to 
dreds  of  employees  who  have 
ked  diligently  to  create  a  successful 
•ger  of  two  fine  companies.  In  fact, 
r  own  data  in  the  article  confinn  the 
itive  results  we've  achieved  since 
merger  was  announced.  We  are  dis- 
/■ed  that  business  week  continues 
ely  more  heavily  on  uninfonned  per- 
tion  than  fact-based  reality  when  re- 
ting  on  Mellon  Bank  Corp. 

Steven  G.  Elliott 
Vice-Chairman  and  CFO 
Mellon  Bank 
Pittsburgh 

According  to  Seciuities  Data  Co.,  the 
ue  of  announced  domestic  merger- 
1-acquisition  transactions  exceeded 
7  billion  in  1994  and  $300  billion  for 
first  nine  months  of  this  year.  You 
iercounted  m&a  activity  by  more 
n  $150  billion  over  the  past  seven 
uters.  This  exclusion  greatly  com- 
)mises  your  otherwise  well- 
earched  article. 

Richard  J.  Peterson 
Securities  Data  Co. 
Newark,  N.J. 
itor's  note:  Securities  Data  Co.  de- 
?s  merger-and-acquisition  activity 
xh  more  broadly  than  Mergerstat, 
merger  research  service  used  by 
siNESS  WEEK.  SDC  counts  such  truns- 
ions  as  asset  sales  and  purchases  of 
all  equ  ity  stakes.  BUSINESS  week  felt 
rgerstat's  data  better  reflected  the 
lis  discussed  in  the  story. 

E  RAG  TRADE 

il  ALL  SWEATSHOPS  

^our  article  "Look  who's  sweating 
v"  (The  Workplace,  Oct.  16)  was  an 
eresting  and  troubling  account  of  the 
e  of  the  modern  sweatshop  in  the 


^  ^  ^     \  \  \  \  ^  ^  '  \ 

.\  ■  \  \  ^  ^  ^  ^  .  v.,.,-^ 
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riiink  you'd  he  lost  witlioLiI  xour 
old  desktop  nip  file?  Wc  bet  it 
could  ne\cr  do  thinj^s  like  this! 

•  Stores  Lip  to  ^00  files  w  ith  name 
anti  company  cross-referencing 

•  Provides  one-bLitton  dialing  ot 
stored  phone  numbers 

•  lias  rotar\'  knobs  lor  Hipping 
through  files.  |->lus  a  powerful 
electi'onii  search  mode 

•  SS.OOO-worLl  spell  checker 

•  Shares  dala  w  ith  compatible 
directories  via  IR  beam  and  links 
to  a  PC  with  a\  ailable  interface 

To  order,  or  tor  the  location 
of  a  store  near  you,  call: 

1  800-THE-SHACK™ 

RadioShack, 

You've  got  questions.  We've  gc;t  answers."* 


Prices  apply  at  participaling  RadioShack  stofes  and  dealers  Hems  nol  available  at  a  parlicipalmg  slore  can  be  special-ordered  (subtect  lo  avai(abiliiy)  al  ihe  adver- 
lised  price  A  parlicipalmg  store  will  oiler  a  comparable  value  if  ibe  produci  is  sold  oul  Independent  RadioShack  dealers  and  tranchisees  may  nol  be  parlicipalmg  m 
Ihis  ad  or  slock  or  special-order  evet^  ilem  advenised  Copies  ol  applicable  warranties  are  available  upon  requesi  ai  slores  for  inspeclion  before  sale,  or  by  wiling 
Cuslomer  Relaltons,  1400  One  Tandy  Cenler,  Fort  Wo'lh,  TX  76102  '  Rolodex  is  a  regisieied  uaOemark  ol  The  Rolodex  Corporalion 


Dreaming  of 
an  Accord? 

Apparently  so 
were  the  Taurus 
designers. 

©1995  American  Honda  Motor  Co.,  Inc.  .  .i 


They  may  n(i  a 
on  which  funds  to 
agree  on  how  t 

Schwab  Mutxial  Fl 


It's  an  unusual  day  in  the  invest 
world  when  dozens  ot 
respected  mutual 
tund  managers  all 
give  thumbs  up  to 
something-  Yet  that's 


ma 


Josephine  Jii 
The  Montgomery  I 

the  response  Schwab's  |[, 
Mutual  Fund  OneSource*  has  prodi  ~ 
No  wonder  it's  fast  becoming  Amei 
favorite  way  to  buy  mutual  funds. 
From  the  universe  of  mutual 


funds,  a  select  350. 
OneSource  is  a  service  designed 
help  individual  investors  streamline 
in\'esting  process.  To  accomplish 

Schwab  has  reducl 
the  universe  ot  ni 
than  6,000  mutu; 
hinds  to  a  mere  350  _ 

Bili  Bt-rger  1 

Thf  Bt-rger  Furuls  many  of  them  ami 
the  funds  most  frequently  chosen  br 


©1995  Charles  Schwab  &.  Co.,  Inc.  (member  SIPC/NYSE)  is  not  an  undetwriter  for  these  fiinds.  This  infonnation  should  not  be  coretnied  as  a  recommendation  or  endotsement.  A  ftee  pRispectius  am.v 
more  complete  information  including  management  fees  and  other  expenses fcr  any  tlind  is  available  throng  Schwab.  Please  review  the  pRispectiB  careliilly  before  investing.  Past  petfomi;ince  is  no  giian 
of  kitLire  results.  Kttums  will  \3rf  and  shares  may  be  worth  more  or  less  than  original  cost.  Schwab  receives  remuneration  from  Mutual  Fund  OfteSource  companies.  Certain  liinds  m  the  Miiniai  Fl 
OneSource  senice  are  available  widi  no  transaction  fees  but  are  not  no-load  liinds  because  they  have  121vl  fees  in  excess  of  0.25%.  Schwab's  standaal  transaction  fee  will  be  charged  on  each  redemptio 
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\  but  they  all 
jy  them. 


® 


3rs  and  financial  advisors.  Our 
ons  were  made  on  the  basis  of 
investor  preference.  With  tools 
le  Mutual  Fund  Select  List™  we 
Ip  you  choose  mutual  funds  based 
data,  not  bias  or  vested  interest. 

hods,  no  transaction 
i.  (No  kidding.) 

Schwab,  we've 

)elieved  that 

ors  who  put  their 

Y  in  no-load  mutual 

enjoy  better  returns. 

Street  journal  columnist  Jonathan 

lents  concurs.  On  September  19, 

,  he  wrote:  "No-load  mutual  fund 

tors  get  better  results.  Period." 

consolidated  statement  that  lets 
ju  know  hist  where  you  stand. 

)neSource  customers  receive  a 

)rehensive  statement  itemizing  the 


Stan  Egener 
Neuberger  &  Bennan 
Funds 


value  of  each  of  their  funds.  This  is 

yet  another  OneSource  advantage  - 

one  that  enables  investors  to  evaluate 

their  portfolios  on  a  regular  basis. 

The  markets  never  sleep 
and  neither  do  we. 

OneSource  customers  enjoy  round- 
the-clock  access  to  Schwab  representa- 
tives. Whether  you  want  to  ask  a 
question,  request  information  or  place 
an  order,  they're  there.  So  why  not 
open  an  account? 

A  lot  of  respected  mutual  fund 
managers  would  not  only  agree  with 
your  decision,  but  applaud  it. 

Find  out  more  about  OneSource 
and  receive  a  free  half-year  subscription  to 
our  Mutual  Fund  Select 
List'."  Simply  stop  by 
one  of  our  more  dian 
200  Schwab  oftices  or  call 


1'800'5'NO'LOAD 


Historically  High -Performing 
Mutual  Funds 

Chans  rej'rcsi'tit  i>ruivth  nf  a  hyl^'iiheiical  S  10.000 

investment  fd't'i"  a  5-\jfir  /'Cri.jJ  ^admu  o/^o/QS 
Assumes  remvcstn\cnt  uf  cujiiial  i^am-i  and  nwume. 

INVESCO  Dynamics 


25,000 
20.000 

15.001 

10,000 

5,ceo 

1«1 

1«2 

m 

m 

m 

Vfl/iie  o/ im'esttnent;  $30,583 
AvCTOge  omnuA  returns  (as  o/ 9/30/95) . • 
Iwr +29.97%  5       +25.05%   JO  ^>ear +J5.69% 

Warburg  Pincus  Emerging  Growth 


2i,i\V 

1.?a\V 
5,lW 

■-I 

A 

-1 

'■.      m      iW4  W) 

Value  of  iraiestment;  130.720 

.AiCTiijc  iiriniitJ  rentnis  (as  o/  9/30/95): 
/  y<;ijr+4i  .54%  5  W)  +25  /6%  Since /ncvption +JS.45% 

Strong  Opportunity 


$30,oau 
;5.iW  ^ 


4 

wi     \m     m  m 


V'liiiii;  >i\  mvMmenv.  $24.iS0 
.\vcmge  unniuil  ivnirns  (as  o/  '^1^0195): 
1  year  +)8,57%  5  year  +/'^.3/'.''o  .Since  inception  +/8.32% 

Neuberger  &  Berman  Guardian 


1 

- 

> 

15,00 
10,00 

5,010 

m 

iw 

1«4 

m 

Value  of  hivestment:  $27,3S7 
Averajie  annual  reiunM.  (a-,  iif  ^/30/95j: 
i  jffiir +32.26%   5  yeiir -t  10  year  +!(:>. 16% 


i|,^nii|iinnTin  Data  provided  by  Morningstar,  Inc. 
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Qnarter'^'i  'i  7  hey  and  350  other  fundi  are  aeailahle 
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OneSource. 
The  Second  Schwab  Revolution. 


Fund  OneSource  shares  bought  with  no  transaction  fee  and  held  for  90  days 

Schwab  reserves  the  right  to  assess  Schwab's  standard  transaction  fees  in  the  to*  t 

hould  short-temi  trading  become  excessive.  Quote  reprinted  from  The  Wall  |         t*lPC  XpHWiin 

oumal  ©  199?  Dow  Jones  &  (a)mpany,  hic.  All  Rights  Reserved.  Viimi  IX^^J  VllWaU 


ADVICE  &  DISSENT 

They're  The  McTaughlin  droiip.  Each  with  a  view  that's  contentious 
and  contagions,  (clockwise  from  left) Jack  dermond,  Clarence  Page,  John 
Mclaughlin,  Eleanor  Clift,  Morton  Kondracke  and  Fred  Barnes. 

Made  possible  by  a  grant  from  GE. 

The  McLaughlin  Group 

check  v<  111!  1<  ital  lislin"  tor  Main  ni  and  time. 


We  bring  good  things  to  fife. 


Readers  Report 


U.  S.  apparel-manufacturing  industi 
Unfortunately,  it  would  lead  an  uni 
formed  reader  to  assume  that  sweaj 
shops  are  the  normal  method  of  doiil 
business  in  this  coimtiy.  Your  story  fail 
to  mention  that  the  textile  and  appari 
industiy  is  concentrated  not  in  Los  Ai 
geles  or  New  York  but  in  the  Southeas!' 
where  hundreds  of  millions  of  dollai' 
have  been  invested  over  the  past  deca<! 
to  keep  pace  with  international  compel 
tion  and  major  changes  in  the  reta 
clothing  business.  My  company  is  part ' 
a  vertically  integrated,  multinatiom 
manufactiuing  organization  that  emploji 
thousands  of  people,  none  of  whom  wor 
under  the  conditions  described  in  th 
article. 

Paul  J.  Tod 
Department  Manager,  Cuttin 
Cross  Creek  Apparel  Ini 
Mt.  Airy,  N.  C 

P 

THESE  BUNNIES  ARE 
MULTIPLYING  LIKE  RABBITS 

Your  article  "'Winding  up  for  the  hi 
pitch"  (International  Business,  Oct.  2S: 
continuously  alludes  to  the  Duracell  buii| 
ny.  However,  if  my  memory  serves  mel 
that  unstoppable  drumming  bunny  bei 
longs  to  Eveready  batteries.  f 
David  Baleoii 
Managing  Directoi 
Northwest  Research  &  Consultinj' 
Edmonton,  Alb 
Editor's  note:  Although  many  of  owi 
readers  found  this  confusing  becausi 
Eveready  uses  a  bunny  in  its  U.S.  ad 
vertising,  BUSINESS  week  was  correc> 
in  reporting  that,  in  China,  a  bunny 
runs  in  Duracell  ads. 
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^5J^^  Sanwa  PC  Banking  comes  with  lots  of  extras  most  Laiiles  simply  aren't  offering.  Lil^e  tke  use  of  ATMs 

\/V^  all  around  tke  worlJ,  fee-free.  A  credit  card  witli  no  annual  fee.  And,  for  a  limited  time,  Sanwa 

_  PC  Banking  and  ckecking  even  come  witk  no  service  ckarges.*  So  you  can  transfer 

•^^^i  I Vlf\^   money,  track  your  account  balance  and  pay  kills  witk  your  computer  anywkere, 

^30B^1^         anytime.**  Just  a  few  more  reasons  wky  Sanwa  is  tke  kank  tkat  goes  wkere  you  go. 

sign  up  for  Sanwa  PC  Banking  and  a  free  copy  of  Quicken"^  or  Microsoft  Money™ 

California     ,.all  ^.^r  24-kour  Telepkone  Banking  Center  at  1-800-23-SANWA  and  ask  for  ' 

Finding  solutions  g^t.  116.  After  all,  it's  your  money.  You  skouldn't  kave  to  pay  to  get  your  kands  on  it. 
forCalifornians:-'  '  '  F  y      ^  y 


pfor  Sanwa  PC  Banking  today.  Call  1-800-2 3 -SANWA.  As^k  for  Ext.  116. 
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A  tragrant  pink  plum  blossom,  flowering 
against  a  boundless  blue  skv- 

This  IS  the  symbol  of  the  new  China 
Airlines,  and  a  sign  of  changes  to  come. 

It  means  that,  from  now  on.  you  will  start  to 
notice  many  differences  when  you  fly  with  us. 

Our  new  look,  our  new  corporate  identity, 
IS  just  the  beginning  of  a  continuous  process  of 
improvement  in  everything  we  do. 

In  the  air,  you  will  start  to  enjoy  a  new 

TAIPEI,    T  A  1  \X  \  N  ,  ROC 

22B.CA 


standard  of  comfort,  cuisine,  and  service 
second  to  none. 

Our  fleet  is  being  upgraded  and  expanded, 
and  we  are  investing  not  only  in  the  latest 
aircraft,    but   also    in    the    most  advanced 
flight  technology  and  training  systems. 

There's  a  change  on  the  ground,  too.  with 
new  signage,  better  ticketing,  check-in  and 
reservations  service  for  our  fast-growing 
network  of  worldwide  destinations,  and  many 
more  improvements  to  come. 

Above  all,  though,  whenever  you  see  our 


pink  plum  blossom,  you  will  recognize  a  tresli 
spirit  within  China  Airlines. 

A  spirit  that  is  strong,  committed,  juJ 
constantly  striving  to  be  better,  every  day. 

It  shows  a  determination  to  be  not  onl-. 
Taiwan's  best  airline,  but  one  of  the  world  s  bt-sr 

And  from  now  on,  we  carry  the  p>ink  plum 
blossom  with  pride,  from  Taiwan  to  the  world 

We  blossom  every  day. 


China  airlines 
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SOD'S  CHILDREN 

3osket  Family  and  the  American  Tradition  of  Violence 

3X  Butterfield 
)f»389pp»  $27.50 


f^HAT  MAKES 
i^ILLIE  BOSKET  KILL 


re's  gomm  be  a  lot  of  white  chalk/ 
I  brains  on  the  sidewalk  

r^hrough  the  lyiics  of  such  gangsta 
rappers  as  Junior  M.  A.  F.  I.  A., 
L  we've  heard  a  lot  about  the 
et  ethos  of  hotheaded  young  men, 
ly  with  a  gun  or  knife  for  anyone 

disrespects  them.  But  to  Fox  But- 
ield,  it's  nothing  new:  This  mix  of 
licidal  rage  and  intense  concern  for 
s  reputation  reminds  him  of  nothing 
nuch  as  the  violent  habits  and  "code 
onoi*"  of  the  pre-Civil  Wai'  Southern 
2.  "We  have  a  sort  of  honorable 
le  WTienever  the  Southern  dag- 
is  dravra,  there  is  something  manly 

chivalrous  in  the  use  of  it,"  he 
tes  a  19th  century  lawyer  from 


Edgefield,  S.  C,  as  saying. 

As  it  tiums  out,  Edgefield 
is  not  only  a  place  with  a  re- 
markable record  of  violence 
among  the  white  gentiy.  It  is 
also  the  ancestral  home  of  an 
African  American  family,  the 
Boskets — whose  progeny  in- 
cludes WiUie  Bosket  Jr.,  one 
of  the  most  bmtal  and  noto- 
rious criminals  of  recent 
years.  In  All  God's  Children, 
Butterfield,  a  New  York 
Times  reporter,  tells  how  his  investiga- 
tion of  Willie  Bosket  led  him  to  examine 
the  man's  past — and  his  family's. 

"What  emerged  was  not  just  a  por- 
trait of  the  Boskets,  but  a  new  account 
of  the  origin  and  growth  of  violence  in 


the  United  States,"  Buttei-fleld  promises 
in  his  prologue.  And  for  about  half  of 
the  book,  he  dehvers  just  that:  a  theory 
backed  up  by  fascinating  histoiical  dis- 
coveries tying  many  of  today's  urban 
ills  to  America's  bloody,  rural  past.  Sad 
to  say,  what  starts  out  so  well  ends  up  a 
disappointment,  its  the.sis  all  but  over- 
whelmed by  anecdotal  detail. 

It's  almost  as  if  Butterfield  had  writ- 
ten two  books.  His  exploration  of  the 
folkways  of  the  Old  South  is,  of  course, 
not  original:  Violence  was  felt 
to  be  "the  only  really  decent 
relief  for  wounded  honor," 
viTote  W.  J.  Cash  in  his  sem- 
inal 1941  work.  The  Mind  of 
the  South.  Still,  Buttei-field's 
is  a  fascinating  chr-onicle. 

In  "bloody  Edgefield,"  hon- 
or became  a  compelling  pas- 
sion: Street  fights  were  com- 
mon, and  a  killing  did  not 
necessaiily  stain  a  man's  rep- 
utation. Contributing  to  the 
region's  attitude  toward  violence  was 
slavery.  And  along  with  br'utal  treat- 
ment, slaves  r'eceived  something  else: 
their  white  masters'  code  of  honor. 

With  emancipation,  the  Boskets  tried 
to  avoid  white-supr*emacist  ire  by  keep- 


ALL 
GOD'S 
LDREN 


CH 

The  Bosket  Family 
and  tlie  American 
Iraditlon  of 
Violence 


FOX  BUTTERFIEIO 


New  HP  QmniGo  bends  over 
lackwards  to  get  you  organized 


troducing  the  HP  OmniGo  100 
'ganizer  Plus. 

the  first  organizer  that  actually  folds  in  half  to 
i  you  twice  the  organizijig  power  TVpe  on  the 
boar  d.  Or  write  with  a  pen.  Tliis  handheld 
nder  is  so  smart  it  even  recognizes  handwriting. 
I  get  financial  tools  like  Lotus^'  compatible 

^  GEOWORKS 


spreadsheets,  IIP  12C  calculator  functions,  and 
Pocket  Quickeri.'*  And  of  course,  essentials  like  a 
calendar",  phonebook,  database,  memo  pad  and 
more.  At  only  $;349'.  HP  OmniGo  is  tlie  organizer 
that  means  business. 

So  call  t80(>-44a-1254  Ext.618  today  for  an  HP 
dealer  neai'  you.  And  put  tlie  power  of  organiza- 
tion in  the  palm  of  youi"  hand. 


HEWLETT' 
PACKARD 


e  with  coupon  in  box.  tAverage  U.S.  retail  price.  Pocket  Quicken  is  a  trademark  of  Inttiit,  Inc.  Lotus  and  1-2-3  are  U.S.  registered  trademarks  of 
s  Development  Corporation.  Other  brand/product  names  are  trademarks  of  their  respective  holders.  ©1995  Hewlett-Packard  Company. 


Which  PAPER 


You  probably  spend  more  time  choosing  paper 
for  your  bathroom  than  your  office.  (Hmm,  let's 
see,  this  one's  two-ply  but  that  one  seems  softer...) 


True,  you  have  bigger  things  to  worry  a 
at  work  than  which  paper  to  buy.  But  it's  an 
decision  once  you  know  what  to  look  for. 


■  moose 


VIORE  CAREFULLY? 


>ok  for  whiteness,  so  your  printouts  are  bright  if  you  want  voiu"  dociimenLs  to  carry  some.  And  if 
larp.  Look  for  strength,  so  the  paper  I^^Q^SRI  ^^^^^  seems  a  lot,  just  look  for  Hammermill. 
tjam  your  equipment  Look  for  weight,    ^^mf^HH^g    Yq,^j  don't  even  have  to  squeeze  it  to  decide. 

For  free  sampU>s  and  information  on  where  to  buy  Hammermill  paper,  call  1-800-242-2148.    international^  paper 
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Cenl 

a  fler  D  ante,  Tuscany 
conlinues  lo  inspire 
greal  writing. 


OU  WorU  crJl 

Jieyr  Ij^Anoloaii       Italian  region 

Aow  Sienna  Lacquer. 

llial  gave  llie 
worltl  Pelrarcli.  Boccaccio,  an  d  Danle. 
Wliile   lliese  exquisite   new  pens 
and  pencils  won  \  necessarily  make 

  you  a  literary 

sensation,  we  do 
promise  you  tKis: 
writing  witK  tliem 
is  pure  poetry. 
Sienna  Lactpier 
writing  instruments 


Exquisilv  Jcsiqn 
accents,  classic  Cross 
slrliaa 


oirer  a  unique 
combination  o  f  Art  D  eco  sty  I  ing 
and  advanced  tecknology.    As  part 
o  f  the  C  ross  ToMnsend  Collechon. 


to  Jelail  j 


tliey  draw  on  a  Cross  design  In 
seen  nearly  seventy  years  ago.  j 
distinctive  mar  tied 
,   l>rown  and   1)1  acL 
pattern   is  hand 
polisked  to  a  deep, 
lirilliant  gloss  fiuisK 
and  accented  Ijy  22 
Larat  gold  electro- 
plated appointments.     Four  mod 
are  offered  lo  suit  a  variety  o 
writing  prererence 
tountain  pen, 
point  pen.  rolling  \> 
pen.   and  0.5mi 

penci  I.  Will.  Ik  eir 

lifetime  mecKanica 
guarantee.  Sienna 
Lacquer  writing  instruments  ar 
certain  lo  he  clierislied  for  generalioi 


Tlie  Cross  Townsend  Colleclion. 
Ad  ramalic  wide-diameler 
inlerprelalion  o  f  lliecl  assic 
Cross  silliouelle. 


trom  $65  lo  $160.  and  awaiting 
your  review  at  line  gift  stores  an 
stationers  I 


orld-renot*  ned 


Cr. 


itionwidt 


SHOWN  ABOVr    nil  (ROSS  TOWNSINI)  SIINNA  lAiOllR  lOINTAIN  PfN  AM)  BAII-POINT  PIN  WITH  il  KARAT  GOI  I)  F.lf<  TROPIATEI)  APPOINTMJMs 

FOR  A  LOCAL  RETAILER,  CALL  1-800-989-3959. 


oks 


i  low  profile.  But  by  the  early  1900s, 
Bosket  had  turned  to  thievery  as  a 
er  and  brawling  as  a  pastime.  With 
legal  system  in  the  hands  of  whites 
regarded  every  black  defendant  as 
;y,  a  reputation  for  lawbreaking  be- 
e  akin  to  a  badge  of  honor  among 
ks.  Before  his  death  in  a  car  crash 
924,  Pud  would  earn  his  badge,  es- 
ishing  himself  as  one  of  the  "bad- 
"  men  around. 

Don't  step  on  my  reputation.  My 
■e  is  all  I  got,"  Pud  asserted.  Pud's 
loits  became  an  inspiration  to  his 
James,  and  his  grandson.  Butch, 
by  9  had  a  criminal  record.  The 
Ihood  arrest  led  Butch's  grandmoth- 
,0  ship  him  in  1950  to  New  York 
',  where  his  mother  had  moved.  And 
about  here  in  the  narrative  that 
terfield  also  goes  astray,  becoming  all 
submerged  in  the  details. 
L  history  of  truancy  and  parental  ne- 
:t  led  to  Butch's  first  incarceration 
the  beginning  of  a  lifetime  of  insti- 
Dnalization.  Butterfield  tracks  Butch's 
les,  his  treatment  by  social  work- 
and  psychologists,  and  his  life  in 
out  of  prison.  By  1962,  at  22,  Butch 
been  sentenced  to  life  for  a  double 
•der  in  Milwaukee. 


Shortly  thereafter,  Butch's  wife  gave 
birth  to  his  son,  Wilhe.  Like  his  father, 
of  whom  he  knew  little,  Willie's  most 
effective  schooling  came  from  the 
streets.  Soon,  his  truancy,  fierce  tan- 
trums, and  penchant  for  running  away 
led  to  committal  to  a  series  of  institu- 


A  link  between  urban 
violence  and  the  Old 
South's  code  of  honor? 


tions,  including  several  where  his  fa- 
ther had  been. 

When  Wilhe  was  13,  a  family  court 
judge  ordered  him  released.  Wilhe  im- 
mediately went  on  a  frenzied  subway- 
crime  spree,  killing  two  passengers 
whom  he  robbed.  Ratted  on  by  an  ac- 
complice and  sentenced  in  1978  to  a 
mere  five  years  for  his  crimes,  Wilhe 
made  history  when  the  New  York  State 
legislature  passed  the  "Willie  Bosket 
law"  that  allowed  kids  as  young  as  13  to 
be  tried  for  murder  in  adult  criminal 
courts. 

Later,  convicted  of  attempted  assault 


and  sent  to  an  adult  prison,  he  launched 
"an  orgy  of  attacks"  on  the  corrections 
system.  He  repeatedly  set  fire  to  his 
cell,  assaulted  guards,  and,  in  1988, 
stabbed  one.  At  his  trial,  where  he  ad- 
mitted the  stabbing,  Willie  told  the  jury: 
"Many  more  Wilhe  Boskets  are  being 
created  within  the  juvenile  and  prison 

systems  Bosket  is  only  a  monster 

created  by  the  system  he  now  haunts." 

Remarkable  stories,  to  be  sure.  But  if 
we  beheve  Wilhe's  statement  that  the 
penal  system  created  him,  what  has  the 
Southern  code  of  honor  to  do  with  his 
violent  hfe?  After  neglecting  his  thesis 
for  more  than  200  pages,  the  author 
abruptly  states  that  "the  old  code  has 
been  transmuted  into  the  strictures  of 
the  street."  Huh?  It's  a  pity:  There 
would  be  a  certain  what-goes-around- 
comes-around  pleasure  in  pinning  to- 
day's urban  violence  on  the  group  that 
spawmed  the  Ku  Klux  Klan.  But  as  we 
watch  the  Bosket  family  generations  go 
by,  they  seem  ever  less  connected  to 
Southern  folkways.  Like  elusive  cavalry 
leader  Nathan  Bedford  Forrest,  the  Old 
South  has  given  its  pursuer  the  slip. 

BY  HARDY  GREEN 

Green,  who  hails  from  Memphis,  is 
BUSINESS  week's  Books  Editor. 


One  thing  it  doesn't 
do  quickly  is  depreciate. 


Accord  LA 

If  does  0  to  60  in  just  9.5  seconds.  70  to  0  in  just  188  feet?  And  loses  just  19%  of  its  original  value  (retaining  an  astounding 
81%)  over  four  years!  Which  means  it's  one  of  the  few  fast  cars  in  the  world  which  takes  forever  to  reach  the  finish  line. 


See  \bur  Honda  Dealer  Today 


•Ca,  iiml  Drner.  ScptcmhcT  IVM.  I  Bascd  on  currcnl  retail  value  iil  the  IVJI  AcLDrd  LX  Sedan.  I'm  Kellry  Ulur  Hml: .  Septembcr-fXtiiber  edinnn,  ©IWS  Ameriean  lli>nda  Motor  ( :<>.,  Int. 
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Books 


We  only  changed 
our  name  - 
not  our 
commitment 


For  information  on 
The  McGraw-Hill  Companies' 
Minority  and  Women  Business 
Enterprise  Program, 

please  call  our  program  manager, 
Lucille  Guzzardo, 
at  609-426-5189. 


The  McGraw-Hill  Companies 
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THE  MAKING  OF  A  BLOCKBUSTER 
How  Wayne  Huizenga  Built  a  Sports  and 
Entertainment  Empire  from  Trash,  Grit, 
and  Videotape 

By  Gail  DeGeorge 
Wiley  •  354pp»  $24.95 

WAYNE'S  WORLD 


King  Midas  has  nothing  oi 
Wayne  Huizenga — it  was  thi 
latter,  after  all,  who  showed  thai 
garbage  could  be  turned  into  gold 
But  Huizenga  didn't  stop  there 
After  creating  the  largest  trasl 
handler  in  the  world,  Waste  Man 
agement  Inc.,  earning  a  bundle  o 
money,  and  retiring  at  age  46,  th( 
restless  Huizenga  built  an  eclectii 
new  empire,  providing 
P'loridians  with  port 
able  toilets,  lawn  care 
bottled  water,  anc 
pest  control.  Then  he 
purchased  video-ren 
tal  chain  Blockbustei 
Corp.,  which  he  buill 
into  a  3,700-store 
entertainment  con 
glomerate.  Before 
long,  he  also  owned 
three  professional  sports  teams  and 
Miami's  Joe  Robbie  Stadium. 

Huizenga's  rollicking  rise  is  de 
scribed  in  detail  in  The  Making  oj 
a  Blockbuster  by  Gail  DeGeorge, 
BUSINESS  week's  Miami  bureau 
chief.  As  DeGeorge  shows.  Block- 
buster would  prove  to  be  the  most 
voracious  of  his  businesses,  swal 
lowing  up  rival  video  chains,  music 
stores,  and  even  pieces  of  Holly 
wood  studios.  "Often  Huizenga  had 
so  many  deals  percolating  simulta- 
neously. . .  that  his  own  executives 
couldn't  keep  up,"  the  author  says. 

DeGeorge  also  describes  numer- 
ous crises  faced  by  Huizenga:  the 
Securities  &  Exchange  Commission 
probe  of  Waste  Management,  a  Wall 
Street  analyst's  report  that  tempo- 
rarily sent  Blockbuster  stock  plum 
meting,  the  challenge  to  expansion 
brought  on  by  the  gulf-war-induced 
shift  in  America's  TV-viewing  habits, 
and  the  Blockbuster- Viacom  merger 
that  prompted  Huizenga  to  step 
dovra  as  chainnan.  But  he  isn't  rest- 
ing yet:  Today,  Huizenga  is  building 
yet  another  business — once  again 
out  of  garbage. 


If  You  Haven't  Considered 


An  Online  Service 


For  Business,  That's  OK. 
There  Hasn't  Been  One. 


Until  Now 


Can  an  online  service  really  make  a  difference  to  your  business?  It  can  if  it  saves  you  time  antl  gives  you  the 
^  you 


information        you  need,  vv'hen  you  need  it.  If  it's  designed  exclusively  v/ith  business  in  mind.  If  it's  from  the 


AE^  Business  Network 


leader  in  business  telecommunications  solutions.  If  it's  ATlHT  Business  Network — the  latest  buzz  in  online  seivices 
Order  today  for  critical  industry  news  and  practical  information  from  more  than  2,300  resources 
Customized  features,  so  the  information  specific  to  your  needs  is  automatically  located  and  continuously  updateel 
E-mail  capabilities  and  instant  links  to  relevant  business 
information  on  the  Internet.  And,  as  you'd  expect  from 
AT&T,  expert  support  to  help  you  eveiy  step  of  the  v^'ay.  CrJF 


Call  now  and  catch  the  buzz. 


CATCHTHE  BUZZ 

l-REE  lO-Houi  Trial  and 
Special  Introductory  Pricmg; 

1  800  838-3952 

h  ttp  ://w\\\v.  i  ch  ange .  com 


AT&T 


AE^BusiNESS  Network.  For  the  Life  of  Your  BusiNESSf 


CNN  Blisiness  Ni^vcs  ▲  Dow  J(jni:s  Business  Ini-okmaho.n  Si:KVICEs  ▲  Dun  &  Bkaikikect  Infokmaiion  Services  A  En'ikei'kekelik 
Magazine  Group  ▲  TFn;  Kiplinger  "Washington  Edetors,  Inc.  ▲  Stan"d,\ri  )  &  Pcx)r's  ▲  Thomas  Regi.stek  of  American  Maniifactlirers 
ATRW  Bhsinexs  Ineor,mation  Services  AOver  2,S00  Ineor.mation  Sol'rces  ARi's  Au.  The  Bcsiness  Re:soiirces  of  the  Internet 


Free  trial  muM  begin  liy  neeeiiilier  31,  IWS,  m  qiLility  lor  inin uliiiti ii'\  piitiiiH  aiul  dues  mil  iiKliide  lee*,  lor  i.cn,iin  inlnrni.ilidn  viuries.  whicii  ,ire  tle.irK  m, irked  unline. 
©  199S  ATi.S:T.  aw  rij^hts  reseiTeil  .Ml  pr<ldll(.l^  ,uid  (.niiip.iny  n.inies  nienliiined  ,ire  m.irk^  or  registered  tr.ideni.irks  of  their  le.-pectiNe  uimp.inies. 


Technology  ^  You 


BY  STEPHEN  H.  WILDSTROM  

NOT  YET 

PICTURE  PERFECT 


Digital  cameras 
are  fun  but  coarse. 
Wait-they'll  get 
much  better 

It  has  been  years  now 
since  astronomei-s  chucketl 
their  bulky  photogi-aphic 
plates  in  favor  of  electronic- 
sensors  called  charge-coupled 
devices  (CCDs).  Now,  the  tech- 
nology that  creates  images 
captured  by  the  Hubbell 
Space  Telescope  is  coming  to 
consumers  in  the  form  of  dig- 
ital cameras. 

Don't  throw  your  Insta- 
matic  away  just  yet.  As  a 
photogi-aphic  tool,  the  best  of 
the  consumer  units,  the  Ko- 
dak DC40,  can't  hold  a  candle 
to  an  inexpensive  point-and- 
shoot  camera.  Eastman  Ko- 
dak's digital  camera  is  handi- 
capped by  a  fixed-focus  lens 
and  a  primitive  flash.  (For 
about  $750  less,  you  could 
buy  a  35mm  camera  with  au- 
tofocus  and  a  zoom  lens.)  Tlie 
Kodak  cc^ij's  380,000  pixels 
also  produce  a  much  coarser 
image  than  film's  millions  of 
gi'ains  of  silver-.  And  digital 
pictui'es  are  maiTed  by  "arti- 
facts," strange  abeiTations  at 
the  edges  of  objects. 
OFFICE  HELPERS.  Still,  the  one- 
pound  1)(:'40.  the 
nearly  identical 
Logitech  Photo- 
Man  PLxtiu-a,  and 
the  slightly 
smaller,  lower- 
i-esolution  Apple 
QuickTake  150 
can  be  useful — and,  more  to 
the  jxjint,  fi,m.  In  business,  the 
cameras,  all  of  which  are  built 
around  Kodak  technology, 
would  be  handy  for  an  opera- 
tion— say,  insiu'ance  claims  ad- 
justment— that  needs  a  cheap 


and  easy  way  to  get  pictures 
into  a  database.  And  you  can 
use  the  pictui-es  to  Hven  up  a 
newsletter  or  presentation 
without  the  expense  and  diffi- 
culty of  working  with  a  color 
scanner.  However,  I  suspect 
that  most  of  these  caniei-a; 
will  be  snapped  up  by 
amateur  photographers 
and  gadget  lovers 
the  same  folks. 

When  you 
click  the  shutter, 
the  image  is 
captured  by  the 
CCD,  then  trans- 
ferred to  the 
camera's  internal 
memory.  The 
Kodak  and  Logi- 
tech units  hold 
48  shots  at  theii' 
highest  resolu- 
tion; the  Apple 
unit,  16.  When 
you  get  back  to 
your  PC,  you 
hook  up  a  spe- 
cial serial  cable 
(or  a  standard  printer  cable 
to  a  Mac).  Once  you  use  the 
supplied  software  to  copy  the 
pictures  on  your  hard  disk, 
you  can  clear  the  camera's 
memory. 

With  the  pictures  in 
your  CO 


iad  levels  of  control  and 
transformation  not  possible 
in  any  darkroom.  Mistakes 
waste  only  your  time,  not 
costly  paper  or  chemicals. 
The  results  can  be  displayed 
as  slides  on-screen  or  sent 
to  a  color  printer. 

Both  the  Kodak  and  Logi- 
tech cameras 
come  with  Pic- 
tureWorks' Pho- 
toEnhancer soft- 
ware (Windows 
or  Macintosh  for 
the  Kodak, 


KODAK  DC40 
EASTMAN  KODAK 

$950 

800  322-2177  or 
http://www.kodak.com 


QUICKTAKE  150 
APPLE  COMPUTER 

$050 

800  538-9696  or 
http://www.info.apple.coni 


the  real  fun  starts.  For  old- 
fashioned  film,  darkroom 
work  requires  claustrophobic 
labor  with  nasty  chemicals. 
Digital  editing,  done  with  a 
few  mouse  clicks  at  the  com- 
fort of  your  desk,  offers  myi-- 


BEFORE  AND  AFTER:  And  if  Jackson  gets  retouched 


Windows  only  for  Logitech). 
The  progi-am  offers  easy-to- 
use  tools  to  manipulate  the 
pictures'  brightness,  color, 
and  focus. 

If  you  use  the  SmartPix 
feature,  the  program  takes 
its  best  guess  at 
overall  correc- 
tion for  the 
scene's  light- 
ng.  But  I  usu- 
lly  got  better 
ults  doing  the 
tions  myself. 
The  Apple  QuickTake, 
which  begins  with  lower  pic- 
ture quality,  also  comes  with 
inadequately  bundled  soft- 
ware. Its  PhotoFlash  pro- 
gram (Mac  or  Windows) 
lacks  a  decent  way  of  pre- 
viewing the  effect  of  any 


changes,  making  it  hard 
use. 

Much  better  than  either 
these  programs  is  Ado 
Systems  Inc.'s  upcoming  PI 
toDeluxe.  The  $89  progra 
due  for  the  Mac  in  late  ^ 
vember  and  for  Windows 
sometime  early  next  year, 
a  stripped-doA 
and  far  mo 
user-ftiendly  v( 
sion  of  Adob 
$500  professior 
image-editir 
package.  Phot 
Shop. 

I  used  a  test  version 
PhotoDeluxe  with  the  pi 
tures   on   this  page, 
thought  the  original  ve 
sion  of  Andrew  Jackson 
Washington's  L 
fayette  Park  w; 
too  blue,  too  CO 
trasty,   and  t( 
dark.     I  use 
PhotoDeluxe 
choose-by-examp 
featm-e,  which  le 
you  look  at  eigl 
proposed  changt 
and  pick  the  or 
that  looks  bes 
The  progi'am  als 
helps  you  create 
variety   of  sue 
special  effects  a 
instantly  givin 
the  image  an  ai 
tique  sepia  lool 
making  it  into  a  psychedeh 
poster,  or  altering  facial  fet 
tures.  Then  you  can  tur 
your  pictures  into  calendar 
greeting  cards,  and  othe 
crafts  projects. 

Today,  digital  photogi'aph 
is  more  a  curiosity  than 
real  challenge  to  film  techno] 
ogy.  Even  $20,000  profession 
al  digital  cameras  can't  matcl 
the  quality  of  film  under  mos 
circumstances.  With  cheape: 
CCDS  and  better  electronics 
though,  quality  will  improve 
and  prices  will  plunge.  Adc 
in  some  easy  but  powerfu 
software  pi-ogi-ams,  and  ama 
teur  photographers  will  b( 
able  to  salvage  their  botchec 
shots — and  put  their  picturei 
to  uses  that  they  can  onlj 
dream  of  today. 


QUESTIONS?  COMMENTS?  tech&you@businessweek.com  on  Internet  or  fax  (202)  383  -2125 
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i  CaiKBperfeds 

ThenewMukiPASS  lOm 
six  '5  most  important  pieces  of 
office  equipment  next  to  your  PC. 
Bifs  a  laser-quality  printen  Hffs  a 
plain  paper  foe  Bifs  a  PC  fa. 
Effs  a  scannen  JIfs  a  copien  JIfs 
a  M-featuiied  telephone.  Plus  it 
includes  easy-to-use^  MultiPASS 
Desktop  Managa*  for  Windows' 
softwai^torunit  everything 
you  need  next  to  your  PC. 


MultiPASS. 1000 


Everything. 


Woite  with  Windows'  95 


oil  1-800-HOP-4321  for  dealcnnformation. 
MiJnPASS  IS  a  trademark  of  Canon  Inc.  Windows  and  Windows  95  are  registered  trademarks  of 
Microsoft  Corporation.  Canon  computer  not  included.  ©  1995  Canon  U.S.A.,  Inc. 


Canon 


Introducing  the  Gateway  Solo  PC 


6  1995  Galeway  2(KM1.  Iric  Gateway  2(XK).  black-and-tthile  spot  Ur,ion,  "G"  logo  and 
Intel  Insiili'  Logo  and  Intel  are  registered  trademarks  of  Intel  Corponit^on.  All  other  brands  aiJ 
ehan;_'e  uithnut  notice  or  obligation.  Pnccs  do  not  include  shipping  or  applicable  sales  tax  "C' 


More  computi 


Sdcniarks.  and  Gateway  20(KI  Solo  is  a  trademark  of  Gateway  2000.  Inc.  The 
'irks  ol  their  respective  companies.  .\\\  prices  and  configurations  are  subject  ii 
Ti.K  active  matnx  color  display  and  option  bay  cover. 


>re  places. 


10.2"  Active  Matrix  Color  Display  ■ 
90MHz  Intel  Pentium  Processor  ■  8MB 
RAM  ■  Modular  CD-ROM  and  3.5" 
Floppy  Drives  ■  Integrated  16-Bit  Sound 
with  Stereo  Speakers  ■540MB  Remov- 
able Hard  Drive  ■  Microsoft  Works  95 
■  Microsoft  Windows  95  ■  Lithium  Ion 
Battery  ■  Carrying  Case  ■  $3999 


You  only  get  24  hours  in  each  day.  Make  every  minute 
count.  ♦  Introducing  the  Gateway  2000  Solo'"  portable 
GATEWAYTOOO  ^Qy^n^  Computers  for  all  facets  of  your  life.  Gateway 
2000  Solo  portable  PCs  are 
lightweight  (starting  at  5.6 
pounds*)  and  give  you  desk- 
top power  that  you  can  take 
anywhere.  All  models 
include  an  Intel®  Pentium® 
processor,  active  matrix 
color  display,  and  they're  optimized  for  Microsoft®  Windows®  95. 
♦  Because  we  understand  your  time  is  valuable.  Gateway  2000®  makes 
computer  buying  easy.  We  have  been  bringing  PC  buyers  unbeatable 
values  through  the  direct  channel  for  10  years.  Just  pick  up  the  phone 
and  give  us  a  call.  No  crowds,  no  hassles.  A  custom-configured 
Gateway  2000  Solo  PC  will  be  delivered  right  to  your  door.  Each 
Gateway  2000  system  comes  with  a  30-day  money  back  guarantee. 
If  you're  not  completely  satisfied  we'll  refund  your  money,  it's  that 
simple.  ♦  Prices  start  at  $3,499.  It's  time  you  had  a  computer  that 
allows  you  to  get  the 
most  out  of  life.  Call 
Gateway  2000  and 
order  yours  today! 


in 


iTel 


Side. 


in 


Pentium 

■  processor 


GArEmy2ooo 


"You've  i(t)l  a  friend  in  tlie  Inisines.s. ""' 

800-424-1389 


Economic  Viewpoint 


BY  RUDI  DORNBUSCH 


A  STRONG  PESO  IS  JUST  WHAT 
MEXICO  DOESNT  NEED 


OFF  COURSE: 

Tight-money 
advice  has 
served  Mexico 
poorly.  The 
right  strategy 
would  be  to 
get  growth 
roaring  and 
stop  obsessing 
about  inflation 


Rudi  Dornbusch  is  professor  of 
economics  and  management  at 
Massachusetts  Institute  of  Tectinology 


The  Mexican  economic  debacle  is  neaiing 
its  fir'st-year  anniversaiy.  Political  tur- 
moil in  an  election  year  combined  with 
an  overvalued  peso  translated  into  one  of  the 
more  spectacular  cuirency  crashes  in  mone- 
tary histoiy.  Ineptness  of  boiTowers  and  lend- 
ers alike  sent  the  peso  crashing,  and  it  has 
not  really  stopped  crashing  even  now.  The 
value  of  the  currency  has  more  than  halved, 
now  hovering  at  approximately  7.5  pesos  to 
the  dollar  compared  with  about  3  pesos  last 
year  before  the  crisis.  Gross  domestic  product 
is  down  more  than  6%,  and  politics  is  more 
charged  than  ever. 

Despite  the  gloom  in  the  markets,  Mexico 
is  poised  to  hai^vest  the  benefit  of  a  decade  of 
economic  reforms.  Even  at  its  worst,  Mexico 
will  do  O.K.,  with  a  3%  gi-ovv1:h  rate  by  the 
end  of  1996.  The  big  suipiise  is  that  it  might 
do  much  better.  The  falling  peso,  which  is 
worrying  investors  right  now,  may  generate 
even  liigher  economic  gi'owth. 

In  the  1960s  and  '70s,  when  Mexico  did 
grow  rapidly,  the  government  was  always  the 
driving  force.  The  public  sector  had  plenty  of 
money  from  oil.  When  the  money  was  not 
thei"e,  the  government  could  always  boiTOw  in 
world  capital  markets.  But  gi'owth  derived 
from  private  enterprise — financed  thi'ough  do- 
mestic saving  and  investment — was  missing. 
Exports,  except  for  oil,  never  played  a  role. 
TWO  WORLDS.  This  is  about  to  reverse  itself. 
The  economic  engine  for  growth  has  shifted 
dramatically  to  the  private  sector.  But  before 
it  can  reap  the  benefits,  Mexico  must  deal 
with  thi'ee  immediate  problems.  First  is  the 
political  crisis.  The  Institutional  Revolutionary 
Party  (PRI)  is  on  the  way  out.  It  no  longer  has 
the  power  and  money  to  narrow  the  gap  be- 
tween the  poor  south,  where  guenilla  warfare 
is  i-ampant,  and  the  rich  north,  which  is  mod- 
ern, productive,  and  looks  to  the  U.  S.  as  an 
economic  model.  Banki'upt  Mexico  City  can 
no  longer  bridge  the  two  wor-lds.  President 
Ernesto  Zedillo  Ponce  de  Leon  has  five  more 
years  in  his  mandate.  It  is  aU  but  certain  that 
the  PRI  vdll  not  nominate  the  next  Pi-esident 
as  it  has  in  the  past,  and  the  eventual  transi- 
tion to  a  new  regime  is  unlikely  to  be  smooth. 
Tlie  resulting  political  instability  will  pi'obably 
tr-anslate  into  wariness  about  investment  that 
is  a  brake  to  gr'owth. 

The  second  issue  is  the  appalling  state  of 
balance  sheets  for  Mexican  banks  and  busi- 
nesses. Squeezed  by  high  interest  r-ates  that 


are  being  used  to  buttress  the  weak  pes- 
20%  real  rates  on  T-bills  and  much  hig 
on  bank  loans — companies,  banks,  and  hou 
holds  are  all  teetering  on  the  verge  of  ba 
r-uptcy.  Moreover,  banks  with  bad  loans 
their  books  must  pay  mor*e  for  funds,  wh 
forces  them  to  char-ge  even  more  for  g( 
loans.  That  generates  a  vicious  cycle 
tur-ns  even  more  loans  sour  because  debt 
cannot  ser'vice  their  escalating  debts. 

The  thii'd  pi-oblem  facing  Mexico  is  the 
competitive  exchange  r-ate.  True,  the  p( 
has  come  down  sharply,  improving  the  coi 
try's  trade  balance.  Mexico  has  also  beg 
to  pay  off  its  U.  S.  mega-loan  on  time, 
this  is  not  sufficient.  If  the  Mexican  econor 
is  to  gT'ow  rapidly  again,  interest  must  co 
down  dramatically  to  kick-start  the  priv; 
sector-.  And  the  peso  should  fall  even  furtl 
to  spur-  exports. 
PERENNIAL  EXCUSE.  Right  now,  governme 
policy  is  to  keep  Wall  Street  and  foreign 
vestors  happy.  That  means  a  str-ong  peso  a 
tight  money  at  the  expense  of  high  econon 
gi-owth.  It  is  exactly  the  wrong  policy  pr 
scription.  The  government  excuse  is  that  tig 
monetary  policy  is  just  for  the  short  run, 
til  mar-kets  norinahze.  But  when  vrill  that  b 

The  other  perennial  excuse  is  inflatic 
Mexico's  obsession  with  inflation  was  behi 
the  over-valuation  leading  to  the  peso  crisis 
1994,  and  it  is  at  woi'k  again  today.  But  the 
is  a  tr-adeoff.  Chile,  for  example,  gi-ew  in  t 
past  decade  at  about  6%  per  year.  Inflati 
over  that  period  aver-aged  more  than  15' 
with  far  higher  rates  at  the  outset.  Chile 
not  alone  in  accepting  some  inflation  as 
tradeoff  for  str'ong  growth.  Inflation  is  ba 
but  no  gr-owth  is  much  wor-se. 

Mexico  can  do  better  The  harxl-money 
vice  has  ser-ved  the  country  poorly.  The  rig 
str-ategy  today  would  be  to  get  interest  rat 
down  and  the  private  economy  moving.  E 
ports  must  be  promoted,  and  the  key  lies  in 
competitive  peso.  Investors  won't  like  th 
strategy,  but  that  doe  t  really  matter.  Th( 
also  don't  like  bad  politrcs  and,  on  the  cuiTei 
cour'se,  would  bail  out  anyway.  Fire  sale  cl 
valuation  wor-ks:  The  tr-ade  deficit  has  alreac 
disappeared.  Although  the  government  m£ 
be  frantic,  the  fact  is  the  falling  peso  cor 
tains  the  seeds  of  pr-osperity.  Yes,  there  wi 
be  inflation — but  without  growth.  Mexico 
important  shift  fr-om  statism  to  a  marke 
economy  will  never-  yield  dividends. 
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Let's  get  right  to  the  point. 


Our  investnient  funds  are  tiie  core  of  pension  plans  throughout  America. 
And  our  pefformance  went  all  the  way  to  the  top. 


1.06% 


The  Tran.'imifnca  Equin  Fund.; 


-:r.  Fiiadi  is>r  ibc  pass  years. 


4374%  Return  < 

The  Transamenca  Ba'ianced  Fund 
r€C«it!>  eamii  an  annua!  remm 
ol  43."4'"ir  while  the  Balanced  Index 
wav  onK  at  IWO^o. 

fiBitU  point? 


Towers  Over  Sf 

The  Transaraerica  Equin  Fun 
nearly  doubled  the  S&cP 
500  Stock  Index®  for  the  1 
five  vears. 


And  rhe^e  are  juit  tw'O  of  a  wide  range  of  top^rforming  investment  funds.  If  your  company  plan  includes 
these  high-raeking  funds  managed  by  Transamerica Investment  Sm  ka... congratulations. 

If     -  ask  win' not. 


Transamerica 
pension  ser\1ces 


The  hcnchmaiii  , 


/Ask  -Pov  o\  Roo\M  VU<?if  Wovks  o\^<^,  -Pov  v\o  e^cfv^n  cU*7vv^€,  ^ef  «n  voovn  wiVU  <a.  \o\ro^e.  ^€sk,  €v^<5v\fl 


)oo  6780  mi 


you  wvife  yoiAv  pvopos^nl,  you  c^nv\  use  youv  ATA-T  Covpov<?if €  C<?vv^  fo  i^<?vV-€ 
s^nle  iv\  youv  slippers.  C<n))  youv  K^ve)  ^n^cvvf  ov  ^00-ZZ2-'^Z'^0.  W€  believe: 
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Economic  Trends 


BY  GENE  KORETZ 

GRAIN  PRICES 
HEAD  HIGHER... 

Supplies  are  the  tightest  in  years 

While  weakening  industrial  com- 
modity prices  seem  to  be  reflect- 
ing a  general  slowdown  in  industrial 
economies,  one  historic  corner  of  the 
commodity  markets — that  devoted  to 
wheat,  com,  and  other  gi'ains — has  been 
on  a  roll.  Wheat  prices,  for  example, 
recently  rocketed  to  new  15-year  highs, 
and  com  prices  are  now  closing  in  on 
12-year  highs.  And  prices  for  such 
gi'ains  as  oats,  barley,  and  rye  have  at 
least  doubled  over  the  past  year. 

The  proximate  cause  of  the  action  is 
a  dramatic  tightening  of  supply  in  the 
face  of  gi'owdng  world  demand.  Looming 
behind  the  market  and  enhancing  its 
bullish  tone  is  the  mammoth  specter  of 
China,  which  has  shifted  from  a  gi-ain 
exporter  to  a  substantial  importer  with- 
in the  space  of  a  single  year 

Having  survived  numerous  crop 
scares  over  the  past  decade  without 
much  damage,  big  gi'ain  users  tend  to 

WORLD  GRAIN  SUPPLIES 
TIGHTEN  SHARPLY 


CKS  AT  END  OF  CROP  YEAR* 


■80  '96 
▲  PERCENT  OF  WORLD  CONSUMPTION  PROJECTED 
•WHEAT  RICE,  CORN,  OATS,  AND  OTHER  COARSE  GRAINS 
DATA:  AGRICULTURE  DEPT 

believe  that  output  can  be  expanded  in 
time  to  avoid  critical  shortages.  But 
market  analyst  Bill  Gaiy  of  Commodity 
Information  Systems  Inc.  in  Oklahoma 
City  claims  tliey  ai'e  in  for  a  inde  awak- 
ening that  could  make  recent  price  hikes 
look  like  the  calm  before  the  storm. 
"We  are  heading,"  he  says,  "into  a  gi-ain 
shortage  of  historic  nroportions." 

To  be  sure,  the  world  has  enjoyed 
cheap  plentiful  supplies  of  grain  for  15 
years,  as  technological  iidvanees  and  gov- 
ernment subsidies  fostered  greater  out- 
put. But  low  prices,  Gary  notes,  have 
also  bolstered  demand — so  much  so  that 
consumption  has  outpaced  production  in 
seven  of  the  past  nine  years.  Ti  ie  upshot, 
according  to  Agriculture  Depl.  projec- 


tions, is  that  global  grain  stocks  at  the 
end  of  the  cuiTent  crop  year  (next  Sept. 
1)  will  fall  to  their  lowest  level  relative 
to  demand  in  the  entii'e  postwar  period. 

The  catalyst  is  China.  Between  the. 
trade  years  ending  in  June,  1994,  and 
June,  1995,  China's  gi-ain  trade  balance 
swung  from  net  exports  of  8  million 
tons  of  wheat,  com,  and  rice  to  net  im- 
ports of  16  million  tons — making  it  the 
world's  No.  2  grain  importer  after  Japan. 

China's  leaders,  hoping  to  restore  its 
food  self-sufBciency,  have  unveiled  plans  to 
boost  gi-ain  output  by  50  million  tons  over 
the  next  five  years.  But  Westem  experts 
are  dubious,  to  say  the  least.  "The  tight 
gi'ain  supply  situation,"  says  Gary,  "won't 
be  alleviated  anytime  soon." 


...AS  CHINA'S 
APPETITE  GROWS 

Suddenly,  it's  the  No.  2  importer 

One  economist  who  worries  about 
China's  impact  on  world  grain  mar- 
kets is  Lester  R.  Brown  of  the  World- 
watch  Institute.  In  a  new  book  entitled 
Who  Will  Feed  China?,  he  outlines  a 
scenario  that  makes  cautionary  reading. 

Brown  Ukens  China's  development  to 
that  of  Japan,  South  Korea,  and  Tai- 
wan. Like  China,  each  was  densely  pop- 
ulated and  basically  self-sufficient  in 
gi-ain  production  before  it  began  to  in- 
dustrialize. Within  30  years,  however, 
each  had  lost  more  than  40%  of  its  crop- 
land and  was  importing  from  66%  to 
76%  of  its  gi-ain  needs. 

The  reasons  for  tliis  shift  are  no  mys- 
tery. As  industrialization  proceeds,  crop- 
land is  converted  to  other  uses:  facto- 
ries, dwellings,  roads,  and  expanding 
urban  areas.  Farm  workers  migi'ate  to 
industrial  sites.  Industry  lays  claim  to 
scarce  resources  hke  water.  And  rising 
incomes  spur  demand  for  better  diets 
and  more  living  space. 

All  of  these  problems,  notes  Brown, 
are  intensified  in  fast-gi'owing  China, 
whose  population  of  nearly  1.2  billion 
is  expanding  by  13  million  a  year  Al- 
though its  land  mass  is  close  to  that  of 
the  U.  S.,  only  a  tenth  of  China's  land  is 
cultivatable,  and  many  of  its  cities  and 
rural  areas  face  chronic  water  short- 
ages. Meanwhile  its  agricultural  pro- 
ductivity gains  are  slowing. 

China's  emergence  as  a  major  grain 
importer,  combined  with  rapid  popula- 
tion and  economic  gi'owth  in  other  de- 
veloping countries,  says  Brown,  sug- 
gests that  "the  world  gi"ain  market  will 
soon  become  a  seller's  market."  And 


that,  he  fears,  could  spai"k  economic  a 
pohtical  turmoil  in  Thii-d  World  natio 
where  the  poor  already  spend  much 
their  incomes  on  food. 


AMERICA'S  EDGE  hi 
IN  FACTORY  PAY 

Costs  rise  in  Germany  and  Japan 


i 


Aided  by  currency  shifts,  Americ 
manufacturers  got  some  mode 
cost  relief  last  year  in  their  compe 
tion  with  foreign  nMaHHaHMi 
producers.  While  UIBOR  COSTS 
hourly  compensa-  AROUND  THE  GLOB| 
tion  tor  U.S.  fac-  hourly  compensation 
tory  workers  rose  manufacturing  worker 
just  2.2%,  to  '^8" 
$17.10,  the  Labor  ™NY*  $27.37 
Dept.  estimates 
that  such  costs  in 
Germany  and 
Japan  hit  new- 
highs   of  $27.37 

and    $21.38    an     Canada  15.73 
hour,  respectively.     Britain  13.68 
Hourly  costs  in     Australia  13.68 
the  Pacific  Tiger 
economies  rose  to 
about  $5.81.  The 
low  man  in  the 
24-nation  tally  was 
Mexico,  with  com- 
pensation of  $2.57 
an  hour — a  number  that  the  fallen  pes 
has  dragged  a  lot  lower  this  year. 


WILL  BOOMERS 
STAY  IN  STOCKS? 

Age  can  make  investors  cautious 
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Anew  study  of  401(k)  pension  pla 
investments  by  benefits  consultai 
Watson  Wyatt  Intemational  finds  thi 
younger  participants  invest  far  more  ( 
their  assets  in  stocks  than  their  elder; 
Whereas  workers  age  21  to  40  hoi 
about  half  of  their  401(k)  assets  in  ec 
uity  funds,  the  equity  share  drops  t 
30%  among  those  age  51  to  60,  and  t 
just  13%'  among  those  over  60. 

An  intriguing  question  is  whethe 
baby  boomers  will  stay  vdth  slocks- 
and  the  historically  high  retums  the, 
have  produced.  With  the  fii'st  boomer 
about  to  enter  their  fifties,  an  ongoin; 
asset  shift  out  of  equities  into  fixed-in 
come  investments  could  spell  lower  re 
turns  for  retirees — and  less  oomph  fo 
stock  prices — in  the  decades  ahead. 
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HERE'S  THE  ECONOMY  HEADING? 
)0K  TO  THE  LABOR  MARKETS 


US.  ECONOMY 


CONSUMER  SPENDING 
SET  TO  SLOW? 
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Want  a  crash  course  in  the 
outlook?  Take  a  look  at  the 
latest  reports  from  the  nation's  labor  markets. 
1  say  more  about  where  the  economy  is  headed 
all  the  rest  of  the  data  combined, 
le  Labor  Dept.'s  October  employment  report  and  its 
l-quarter  update  on  productivity  point  to  modest-to- 
yish  growth  and  low-to-declining  inflation  for  the 
few  quarters.  That  means  there  is  a  good  chance 
the  Federal  Reserve  will  cut  interest  rates  this 
&c,  especially  if  credible  deficit  cuts  are  in  hand. 

The  economy's  somber  tone 
will  come  mainly  from  consum- 
ers. Employment  growth  has 
slowed  to  half  its  1994  pace, 
suggesting  that  slov/er  income 
growth  will  limit  the  advance 
in  spending.  The  coiTelation  be- 
tween job  growth  and  spend- 
ing gains  is  pretty  tight  (chart). 

Households  had  also  been 
adding  rapidly  to  their  debt. 
Consumers  aren't  choking  yet, 
slower  job  growth  is  clearly  straining  some  house- 
Is'  ability  to  repay.  Delinquencies,  especially  on 
tgages  and  credit  cards,  are  on  the  rise  (page  42). 
inancial  strains  may  Ue  behind  September's  relative- 
mall  $5.4  billion  rise  in  credit-card  and  other  con- 
ler  installment  debt.  The  increase  was  half  the  Au- 
t  gain  and  the  smallest  since  February.  Credit-card 
t  rose  by  the  least  since  last  December, 
he  good  news  for  consumers  is  that  while  payrolls 
expanding  more  slowly,  they  are  still  rising  fast 
ugh  to  keep  the  jobless  rate  down.  It  dipped  to 
h  in  October  from  5.6%  in  September, 
/ith  job  markets  that  tight,  wage  gi'owth  is  starting- 
how  a  little  upward  creep.  And  with  strong  produc- 
ty  gains  keeping  inflation  low,  hourly  earnings  of 
iuction  workers  are  now  rising  faster  than  inflation, 
t's  a  key  reason  consumers  won't  shut  their  wallets 
ipletely  during  the  holidays,  but  you  can  bet  they 
demand  rock-bottom  prices. 

ONE  ECONOMIST  PUT  IT:  The  October  job  report 
2cts  an  expansion  that  has  lost  its  youthful  glow  but 
ir  from  in  need  of  a  rest  home.  Payi'olls  increased 
116,000  last  month,  and  the  increase  in  September 
:ers  was  revised  to  a  slim  50,000  after  an  original- 
eported  gain  of  121,000.  For  the  past  three  months, 
rolls  have  risen  an  average  of  143,000  per  month. 


far  short  of  the  294,000  monthly  rate  in  1994. 

The  October  gain  would  have  been  higher  if  not  for 
the  strike  at  Boeing  Co.,  which  caused  employment  in 
the  aircraft  industry  to  plunge  by  28,000.  As  a  result, 
employment  in  manufacturing  dropped  by  21,000,  but 
excluding  aii'craft,  factory  jobs  actually  rose  slightly.  In 
fact,  payi'oU  gains  were  the  broadest  since  Febmary,  as 
50%  of  manufacturing  industries  added  workers. 

The  strike  also  dragged  down  the  factory  workweek, 
from  41.7  hours  in  September  to  41.5  hours  in  October, 
and  it  will  likely  cause  October  industrial  production  to 
look  weaker  than  it  should,  as  well. 

As  the  manufacturing  sec- 
tor struggles  to  get  back  on  PRODUCTIVITY: 
its  feet,  one  potential  problem      ONWARD  AND  UPWARD 
bears  watching.  Factory  in- 
ventories rose  0.6%  in  Sep- 
tember, much  faster  than  the 
Commerce  Dept.  had  assumed 
when  it  put  together  its  thii-d- 
quarter  estimate  of  gross  do- 
mestic product.  That  means     -go  91  92  93  94  95 
inventory  growth  last  quarter     a  percent  change  from  a  year  ago 

.  ,  ,  .  data  WBOR  DEPT.  BUSINESS  WEEK 

might  have  been  excessive, 

making  factory  output  vulnerable  to  cutbacks  in  the 
fomth  quarter,  especially  if  consumer  demand  slows,  as 
the  job  numbers  suggest. 

Meanwhile,  the  service  sector,  where  thi-ee-fourths  of 
the  jobs  are,  continues  to  look  healthy.  Service  produc- 
ers added  112,000  new  employees  in  October,  and  they 
continue  to  account  for  nearly  all  of  the  payroll  addi- 
tions in  recent  months. 

THE  BEST  NEWS  from  the  labor  markets,  however, 
comes  from  productivity,  or  output  per  hour  worked 
(chart).  For  nonfann  businesses,  productivity  rose  at  an 
annual  rate  of  2%  last  quarter,  following  a  huge  4.9% 
advance  in  the  second  quarter.  Duiing  the  past  year, 
productivity  growth  has  accelerated  to  3.4%,  an  ex- 
ceptional feat  more  than  4!^  years  into  an  expansion 
when  output  per  hour  typically  slows  down. 

Manufacturing,  despite  its  toils,  continues  to  lead 
the  way.  Factory  productivity  rose  an  astonishing  6.2% 
last  quarter,  the  largest  quarterly  advance  in  eight 
years.  That  jump  reflected  a  3%  increase  in  output 
and  a  3%  drop  in  hours  worked — mainly  because  of  de- 
clines in  payrolls.  Factories  refuse  to  let  theii*  produc- 
tivity slip,  even  in  the  face  of  slower  demand.  That's 
great  for  profits,  but  workers  may  feel  left  out. 

Because  productivity  growth  is  matching — and  in 
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some  industries  exceeding — wage  gains,  unit  labor  costs 
ai*e  barely  growing.  Such  costs,  which  comprise  most  of 
the  price  of  a  product,  rose  1.1%  last  quarter,  but  over 
the  past  year,  they  are  up  a  mere  0.3%. 

In  manufacturing,  unit  labor  costs  have  fallen  0.8% 
during  the  past  year,  and  they  have  been  declining 
steadily  for  thi*ee  years.  Looking  forward,  in  this  cli- 
mate the  inflation  rate  cannot  rise — and  it  is  more 
Hkely  to  fall. 

WHAT  HAS  BEEN  UNUSUAL  in  this  expansion  s  effi 
ciency  spree  is  the  absence  of  rising  Uving  standai'ds  to 
reward  workers.  Now,  there  are  nascent  indications 
that  workers  are  beginning  to  reap  the  fiaiit  of  Corpo- 
rate America's  push  to  lift  productivity. 

With  inflation  low,  and  with  the  hourly  pay  of  produc- 
tion workers  growing  a  bit  faster,  real  wages  are  start- 
ing to  rise.  During  the  past  year,  hourly  earnings  are 
up  3%,  while  annual  inflation,  measui'ed  by  the  consum- 
er price  index,  is  ninning  at  2.5%,  implying  that  real 
wages  have  risen  about  half  a  percent. 

That's  not  a  lot,  but  except  for  1986,  when  crashing 
oil  prices  distorted  the  CPI,  it  is  the  largest  increase  in 
more  than  a  decade,  and  a  clear  break  from  the  past 
trend.  Moreover,  since  the  CPi  clearly  overstates  the 
cost  of  living — by  anywhere  ft'om  0.5%  to  2%  as  several 
studies  show — the  boost  to  real  earnings  is  even  great- 
er (chart). 


FRANCE 


A  SMALL  LIFT 
IN  BUYING  POWER 


For  example,  using  the  price  index  for  consu 
spending  in  the  gross  domestic  product  accounts, 
wage  gains  of  production  workers  look  even  n 
impressive — the  largest  increase  in  almost 
decades.  Many  economists  beHeve  this  price  deflat 
a  better  gauge  of  the  cost  of  living,  because  it  m 
ures  prices  of  what  people  actually  buy  instead 
fixed  basket  of  items  as  in  the  CPI. 

Rising  real  wages  have 
caught  the  attention  of  Fed- 
eral Reserve  Chairman  Alan 
Greenspan.  While  addressing 
the  Concord  Coalition,  the 
budget  watchdog  group,  on 
Nov.  2,  Greenspan  noted  that 
job  jitters  have  helped  to  way- 
lay most  worker  demands  for 
higher  wages.  But  with  the 
unemployment  rate  so  low, 
that  acquiescence,  especially 
among  skilled  workers,  cannot  last  for  long,  he  sai< 

If  productivity  helps  inflation  remain  on  a  do  I: 
wai'd  track,  workers  can  benefit  fi:'om  rising  real  wa  i 
and  from  a  boost  in  their  living  standards.  Such  a 
said  Greenspan,  "would  be  all  to  the  good."  That's  \  a 
1996  may  feel  more  prosperous  for  a  lot  of  consum 
than  does  1995,  even  though  the  economy  should  gi 
at  about  the  same  pace  in  both  years 
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GETTING  SERIOUS  ABOUT  AUSTERITY 


The  reshuffling  of  Prime  Minis 
ter  Alain  Juppe's  Cabinet  on 
Nov.  7  highlights  the  new  fiscal 
austerity  in  France. 

The  Cabinet  changes  cut  the 
number  of  members  to  32  from 
42,  but  left  key  minis- 
ters in  place.  The 
move  killed  rumors  of 
Juppe's  departure  and 
bolstered  his  hand  for 
the  tough  spending 
cuts  ahead.  President 
Jacques  Chirac  recent- 
ly made  a  priority  of 
cutting  the  budget  to 
reach  the  Maastricht 
goal  of  a  public  deficit 
equal  to  3%  of  gi'oss  domestic 
product  by  1997,  from  5%  now. 

The  promised  austerity  has 
made  way  for  lower  rates.  On 
Nov.  2,  the  Bank  of  France  cut 
the  rate  on  24-hour  emergency 


THE  FRANC 
RECOVERS 
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loans  to  6.6%  ft-om  7%,  and  on  the 
next  day,  it  cut  the  call  money 
rate  to  6.19%  from  6.25%.  After 
the  reshuffling,  the  BOF  cut  the 
call  money  rate  to  below  6%,  with 
more  easing  expected. 

The  BOF  was  able 
to  lower  rates  be- 
cause of  the  rising 
French  franc.  The 
franc  had  lost  ground 
over  budget  worries 
as  well  as  fears  that 
the  Paris  housing 
scandal  would  force 
Juppe  to  resign. 
Since  late  October, 
though,  the  franc  has 
strengthened  by  1.8%^  vs.  the  Ger- 
man mark  (chart). 

The  i"ate  cuts — if  they  stick — 
will  help  the  French  economy. 
The  latest  data  on  housing  starts 
and  consumer  spending  and  confi- 


dence show  that  demand  is  slow- 
ing. Unemployment  increased  by 
28,200  in  September,  to  2.95  mil- 
Hon,  while  the  jobless  rate  rose 
unexpectedly  to  11.5%-  from 
11.4%.  Moreover,  an  October  in- 
dustry survey  showed  a  fall  in 
business  confidence.  Third-quarte 
output  gi'ew  faster  than  demand 
and  the  resulting  inventory  im.bal 
ance  is  subtracting  from  gi'owth 
this  quartei".  Real  gdp  grew  at  a 
1.6%  annual  rate  in  the  second 
quarter,  but  gi'owth  likely  Mill  be 
below  that  in  the  second  half. 

Even  befoi'e  the  Juppe  shakeup. 
the  next  few  weeks  were  consid- 
ered critical  for  fiscal  restraint. 
The  government  must  negotiate 
new  contracts  with  its  civil-service 
unions  and  force  controversial  cuts 
in  social-security  benefits.  Those 
moves  will  be  much  more  difficult 
than  reshuffling  Cabinet  portfolios. 
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News:  Analysis  &  Commentary 


THE  ECONOMY 


MORTGAGE 
TIME  BOMB 


Late  payments  are 
soaring.  So  what 
happens  if  the 
economy  tanks? 

Susan,  a  legal  secretary,  is  barely 
hanging  on.  A  35-year-old  single 
mother  of  three,  she  is  four 
months  behind  on  her  $640  mort- 
gage payment.  The  reason:  Her  ex-hus- 
band landed  in  jail  earlier  this  year  for 
repeated  driving  offenses.  That  cut  off 
child-support  payments  that  amounted 
to  almost  half  her  income.  Now  that 
her  husband  is  scheduled  to  be  released, 
she  is  hoping  her  bank  will  give  her  a 
little  more  time  to  come  up  with  back 
payments.  "I  just  couldn't  make  it  on 
my  income,"  she  says. 

It's  a  hard-luck  story.  It's  also  the 
kind  of  headache  that  is  sending  shivers 
through  the  mortgage-lending  business. 
The  delinquency  rate  for  home  loans 
made  in  1994  spiked  to  two-tenths  of  a 
percent  in  June,  according  to  San  Fran- 
cisco-based researcher  Mortgage  Infor- 
mation Corp.  That's  up  60%  from  loans 
made  the  previous  year — and  it's  ahnost 
as  high  as  the  deUnquency  rate  during 
the  depths  of  the  last  recession  (chart). 
At  the  same  time,  consumer  credit,  now 
at  record  levels,  shows  signs  of  topping 
out  as  family  budgets  get  overstrained. 
If  the  two  forces  play  off  one  another, 
experts  worry  that  delinquencies  could 
continue  to  soar.  Mortgage  lenders  "are 
setting  themselves  up  for  a  real  credit 
problem  dovra  the  road,"  warns  Mark 
M.  Zandi,  chief  economist  at  Regional 
Financial  Associates  Inc. 

The  spike  in  weak  loans  is  especially 
troubling  because  it  is  coming  during  a 
period  of  .strong  employment  and  eco- 
nomic growth.  If  troubled  loans  are 
soaring  now,  how  high  will  they  go  in  a 


weak  economy?  And  rising  delin- 
quencies could  help  send  the 
economy  into  a  slide.  If  bankers 
tighten  their  lending  standards, 
house  hunters  with  iffy  finances 
may  be  squeezed  out  of  the  mar- 
ket. That  could  hasten  a  slowdown 
in  homebuilding.  The  sector  al- 
I'eady  is  bi'aced  for  a  5%  drop  in 
1996,  brought  on  by  a  shiinking  sup- 
ply of  creditworthy  buyers  who 
haven't  already  made  their  move. 

What's  behind  the  trouble  in  mort- 
gages? In  part,  it's  because  the  $1.9  tril- 
lion mortgage  boom  in  1992  and  1993 
was  doininated  by  established  homeown- 
ers refinancing  their  mortgages  at 
record  low  rates.  By  early  1994,  less-se- 
cui'e  new  home  buyers  were  flocking  to 
popular  adjustable-rate  mortgages. 
Wlien  the  initially  low  "teaser  rates"  of 
ARMS  were  ratcheted  up  to  market 
rates,  many  new  homeowners  felt  the 
mortgage  equivalent  of  sticker  shock. 

Now,  the  higher  monthly  payments 
are  beginning  to  spell  big  trouble  for 
some  boiTowers.  Total  consumer  install- 
ment debt  is  now  nearly  $1  trillion. 
That's  equal  to  21.42%  of  total  disposable 
income,  an  all-time  high,  and  up  ft'om 
20.4%  last  yean  And  gr-owth  in  total  in- 
stallment debt  slowed  in  September,  in- 
dicating that  consumers  may  be  max- 
ing  out.  "A  lot  of  cUents  just  have  bad 
money-management  skills,"  says  Vaughn 
D.  Irons,  a  manager  at  Consumer  Cred- 
it Counseling  Sei-vice  of  Greater  Atlanta. 
SALE.  Lenders  also  must  shoulder  some 
of  the  blame.  When  home  lending  fell  to 
just  $769  billion  last  year  from  1993's 
record  $1  trillion,  the  industry  relaxed 
its  mortgage-loan  criteria  to  attract  busi- 
ness. The  result:  46%  of  the  private- 
sector  mortgage  loans  made  in  1994 
were  secured  with  less  than  a  20% 
downpayment — ^the  largest  share  of  such 
mortgages  since  1984.  And  more  than 
half  of  those  loans  were  made  with  less 
than  10%y  down — again  the  largest  per- 
centage in  a  decade.  Some  bankers  kept 


Why  Bad  Mortgages 
Are  On  The  Rise 


Its 


Despite  a  strong  economy,  the  pern 
of  7nortgages  from  last  year  that  a 
least  90  days  late  is  almost  as  higl^ 
during  the  1991  recession.  I^' 

DATA  MORTGAGE  INFORMATION  CORP  .  BUSINESS  WEEK 

easing  home-loan  standards  into  earl^j 
1995,  according  to  a  new  survey  by  nj 
tional  bank  regulators. 

In  some  cases,  lenders  approve 
mortgages  without  requiring  a  forniiu 
appraisal  of  the  home.  And  boiToweijj 
with  checkered  credit  histories  found  :  i 
easier  to  win  approval.  Ilene  Fischer,  j 
mortgage  broker  in  North  Hollywoo(  j 
Calif.,  says  she  had  customers  with  pas 
loan-collection  problems  who  qualifier 
for  mortgages  after  showing  a  clea. 
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Getting  Behind 


Payment-delinquency  rates  for  the  past 
four  years,  measured  18  months  after 
the  mortgages  were  originated 


MENTS  Thanks  to 
initiatives  and  mod- 
iciation,  about  one- 
?rs  now  put  less 
it  makes  monthly 


AGGRESSIVE  UNDERWRITING  Mort 
gage  originations  fell  nearly  25%  early 
last  year  in  the  wake  of  the  1993 
refinancing  boom.  So  some  mortgage 
underwriters  loosened  underwriting 


higher  to  maintain.     standards  to  drum  up  business. 


)me-lending  i 
e-price  appre 
of  home  buye 
1%  down.  Tha 
ts  higher  and 

MER  DEBT  The  burden  of 
er  debt  has  reached  an  all-time 
lat  makes  it  difficult  for  some 
i/ners  to  keep  current  on  their 
je  payments. 

idit  report  for  just  one  year — vs.  two 
ars  in  the  past.  And  the  iffy  borrow- 
s  often  were  only  required  to  make 
wnpayments  of  5%.  "We've  seen  some 
ins  go  through  that  we've  been  pretty 
lazed  at,"  says  Fischer. 
Another  factor  behind  the  shrinking 
;e  of  dovimpayments:  laws  requiring 
nks  and  the  Federal  National  Mort- 
,ge  Assn.  and  Federal  Home  Loan 
artgage  Corp.,  the  federally  chartered 
artgage  giants  that  pm-chase  and  se- 


ADJUSTABLE-RATE  MORTGAGES  As 

the  interest  rate  on  popular  ARMs  has 
ratcheted  up,  many  homeowners  are 
finding  the  increased  monthly  tab  a 
tough  one  to  cover. 

cure  mortgage  loans,  to  help  more  low- 
and  moderate-income  borrowers  who 
want  to  buy  homes. 

Meanwhile,  home  values  in  most 
parts  of  the  country  have  been  rising 
slowly,  if  at  all.  So  homeowners  look- 
ing to  move  up  to  a  larger  house  often 
don't  have  much  equity  to  put  toward  a 
downpayment.  With  shrinking  bon'ow- 
ers'  equity,  late  payments  have  been 
rising  steadily. 

Experts  contend  that  underwriting 


standards  are  actually  higher  now  than 
in  the  mid-1980s,  when  delinquency 
rates  where  running  about  30%  higher 
But  "the  key  question  is  how  will  this 
higher-risk  business  perform  if  the  mar- 
ket is  stressed?"  says  Sanford  C.  Bern- 
stein &  Co.  analyst  Jonathan  E.  Gray. 
"No  one  really  knows." 

To  be  sure,  mortgage  lenders  are 
stepping  up  defensive  measures  against 
doubtful  mortgages.  Earlier  this  year, 
Fannie  Mae  increased  the  amount  of 
mortgage  insui'ance — which  covers  its 
costs  of  foreclosing  on  a  home  and 
selling  it — required  for  home  buyers 
putting  less  than  10%  down. 
TECH  FIX?  Some  industry  veterans 
insist  the  move  toward  low  down- 
payments  can  be  accomplished  with- 
out a  major  increase  in  defaults. 
They  point  to  an  industiy  shift  to- 
ward automated  undei-WTiting,  which 
speeds  up  loan-processing  time.  Fan- 
nie Mae  and  Freddie  Mac  both  have 
introduced  computer-undei-wiiting  sys- 
tems this  year  that  can  process  and 
approve  some  applications  in  48  hours. 
Such  systems  eventually  will  allow 
mortgage  lenders  to  better  price  their 
loans,  reducing  charges  foi"  buyers  with 
good  credit  while  potentially  increasing 
those  to  high-risk  bon-owers.  "The  mort- 
gage industiy  has  not  been  cutting-edge 
in  technology,"  concedes  Freddie  Mac 
Executive  Vice-President  Michael  K. 
Stamper.  "It  is  now  catching  up  fast." 

But  some  consumer  groups  worry 
that  the  new  systems  will  cut  some  low- 
income  and  minority  boiTowers  out  of 
the  market.  Concerned  about  credit 
quality,  both  Fannie  and  Freddie  now 
use  a  technique  called  credit  scoring.  A 
staple  in  the  consumer-lending  business, 
scoiing  uses  an  applicant's  credit  liistory 
to  predict  the  likelihood  of  repayment. 
Fannie  and  Freddie  insist  the  change 
won't  result  in  discrimination.  But  oth- 
ers worry  that  low-income  buyers  will 
have  a  hard  time  getting  mortgages  ap- 
proved. "There  may  be  no  incentive  for 
lenders  to  work  with  those  [borrowers] 
on  the  margin,"  frets  Allen  Fishbein, 
general  counsel  for  the  nonprofit  Center 
for  Community  Change  in  Washington. 

For  now,  though,  the  bigger  worry 
is  that  the  mortgage  industry  hasn't 
done  enough  to  shore  up  the  quality  of 
its  loans.  Dan  Feshbach,  president  of 
Mortgage  Information,  sees  little  evi- 
dence that  deUnquencies  are  under  con- 
trol yet.  That  means  that  more  people 
such  as  Susan  in  Atlanta  will  experi- 
ence both  the  joy — and  sometime  ago- 
ny— of  homeownership. 

By  Amy  Barrett  in  Washington,  mth 
Nanette  Byrnes  in  Los  Angeles. 
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THE  WHITE  HOUSE 


WITH  THE  GENERAL  OUT. 
WHERE  WILL  CEOs  LINE  UP? 

It's  back  to  Dole  for  most  of  Corporate  America 


Edson  D.  de  Castro,  chief 
executive  of  Xenometrix 
Inc.  in  Boulder,  Colo.,  was 
thiilled  by  the  prospect  of  Gen- 
eral Colin  L.  Powell  running; 
for  President.  Like  many  in 
Coi-porate  America,  de  Castro 
was  intrigued  by  the  retired 
general's  leadership  skills  and 
his  mix  of  fiscal  conservatism 
and  social  moderation.  Now 
that  Powell  has  ruled  out  the 
'96  race,  de  Castro,  whose  com- 
pany makes  toxicology  testing- 
ecjuipment  company,  is  glumly 
mulling  the  options.  He'll  prob- 
ably vote  for  "the  least  bad" 
choice — perhaps  Bob  Dole,  al- 
though he  views  the  Senate 
Majority  Leader  as  a  typical 
politician  who  "blows  with  the 
wind."  ^■■m 


ELEC 


Similar  sighs  of 
disappointment  ^^^^^ 
were  heai'd  in  executive  suitt  .^ 
across  America  on  Nov.  8, 
when  Powell  bowed  out  after  a 
tantalizing  two-month  tease.  "To  offer 
myself  as  a  candidate  for  President  re- 
quires a  commitment  and  a  pas- 
sion . . .  that,  despite  my  eveiy  effort,  I 
do  not  have  for  political  life,"  Powell 
annoimced  before  a  packed  press  confer- 
ence in  an  Alexandria  (Va.)  hotel.  Al- 
though he  declared  himself  a  Republi- 
can, he  also  rulefl  out  a  Vice-Presidential 
bid. 

CHARISMA  FACTOR.  Powell's  puUout 
might  disappoint  executives,  but  it  pos- 
itively tluills  Dole,  the  undisputed  fi-ont- 
nanner  for  the  (;op  nomination.  The  two 
men  have  similar  views  on  most  eco- 
nomic and  foreign  jjolicy  issues,  although 
Dole  has  veered  rightward  on  social  is- 
sues in  an  attempt  to  court  religious 
conservatives.  Now,  Dole  stands  to  gain 
a  large  part  of  the  34%  of  Republican 
voters  who  had  backed  Powell. 

The  Kansas  Senator  certainly  has 
friends  in  Corporate  America.  "Dole 
lacks  the  charisma  that  is  popular  in 
today's  world,  but  he's  been  a  pro-busi- 
ness senator  for  years,"  says  U.  S. 
Chamber  of  Commerce  Vice-Chairman 
Edwin  Lupberger,  CEO  of  Entergy 
Corp.,  a  New  Orleans-based  electric  util- 


ity. Without  Powell  in  the  race,  "busi- 
ness will  stick  with  the  Establishment 
candidate,  and  that's  Dole,"  sur-mises 
for-mer  George  Bush  adviser  Peter  B. 
Teeley,  vice-pr'esident  for  govei'nment 
affair's  at  Amgen  Inc. 

LIntil  he  took  his  helmet  out  of  the 
ring,  though,  it  was  Powell  who  seemed 
the  fii'st  choice  of  business.  A  straw  poll 
conducted  on  Sept.  28  at  a  business 
WEEK  CEO  symposium  found  Powell  the 
favorite  of  41%  of  execs.  Far  behind 
wer-e  Dole  at  19%,  House  Speaker-  Newt 
Gingrich  (R-Ga.)  at  9%,  and  Pr-esident 
Clinton  at  4%-.  "If  I  had  one  wor"d  to  de- 
scribe why  business  leatler^s  are  attracted 
to  him,  it  would  be  'integrity,' "  says  Wil- 
liam H.  Donaldson,  the  "-i-"^^^^™ 
recently  retired  chauiTian 
of  the  New  York  Stock 
Exchange. 

Some  execs  fret  that 
Dole  will  face  an  uphill 
race  against  a  Pr'esident 
who  is  scr-ambling  to  r'e- 
cast  himself  as  a  centrist. 
And  while  Powell  was  a 
fresh  outsider  who  could 
have  changed  the  politi- 


cal dialogue,  a  Dole-Chnton  contes 
likely  to  be  a  r'erim  of  past  battles.  ' 
back  to  politics  as  usual,"  says  John 
Bachmann,  managing  principal  of 
ward  D.  Jones  &  Co.,  a  St.  Louis-ba 
brokerage  firm. 

Small-business  owners  who  had  b 
attr-acted  to  un-politician  Powell  arc 
likely  to  be  happy  with  the  altemati^ 
"Ther-e  hasn't  been  a  lot  of  excitem^' 
about  Senator  Do 


[ 


CITIZEN  POWELL 

"Without  a 
middle-of-the- 
roader  like 
Powell,  we're 
going  to  see 
Republicans 
going  farther 
to  the  right," 
says  Hasbro's 
Hassenfeld 


k 
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NO  CONTEST 

Presidential  preferences 
of  90  executives  at  a 

BUSINESS  WEEK  CEO 

symposium  on  Sept.  28 
COLIN  POWELL  41% 


BOB  DOLE 
BILL  CLINTON 


says  Toby  Mali( 
president  of  Mali 
Diversified  Ltd., 
Indianapolis  trade 
velopment  fiiTn.  "I 
Big  Business 
Big  Business  is  go 
back  to  him.  Sm; 
business  people 
up  in  the  air." 

And  some  mod 
ate  Powell  back 
may  feel  more  co' 
fortable  with  Clin1 
than  the  right-learri  '^^^ 
Republicans,  who 
seen  as  captives 
Christian  conservative  activists.  Albin'' 
Mo.scliner-,  ceo  of  Zenith  Electronics  Coi 
described  himself  as  "a  big  supporter"' 
Powell  who,  while  leaning  toward  Dole, 
open  to  backing  the  Pr-esident.  Says  Mi 
chner*:  "[Clinton]    shows  leader-ship 
tr-ade  issues  and  is  pr-o-business." 

Likewise,  Alan  G.  Hassenfeld,  ceo 
toymaker  Hasbro  Inc.,  says  he  wol"^' 
support  Dole  because  "he's  placating 
far-  right."  Hassenfeld  isn't  sui-e  whom 
will  vote  for  but  wor-ries  that  Powell's 
cision  will  fiuther-  polar-ize  American  pi 
itics.  "Without  a  srriddle-of-the-roader  K 
Powell,  we're  going  to  see  Repubfica 
going  farther-  to  the  right  and  the  Den  -I 
crats  staying  fairly  to  the  left  of  ce 
ter-,"  he  says. 

Powell,  in  his  statement,  highlighti 
some  of  the  same  concer-ns  about  tl 
GOP's  rightward  dr-ift.  He  vowed  to  "a 
sist  the  party  in  br-oadening  its  appea '! 
by  r-esisting  extr-emists  and  by  com 
ing  minority  voters.  In  pur-suing  th 
mission,  Powell  will  find  himself  align( 
with  CEOs  who  ar-e  nervous  about  tl* 
— cultur-al-warfar-e  rhetorf 
of  Republicans  such 
Pat    Buchanan  and  P: 
Rober-tson.  For  exe( 
down    in    the  dum{' 
about  Powell's  retrea 
that's  at  least  some  cq% 
solation. 

By  Richard  S.  Du 
Jiam  and  Mary  Beth  R\ 
gan  in  Washington,  wh 
burean  repoHs 
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COIVIMENTARY 

By  Richard  Dunham 

MESSAGE  TO  NEWT:  THE  CENTER  IS  HOLDING 


( 


aren  Cassidy,  a  Louis- 
ville (Ky.)  college 
nursing  professor,  en- 
red  the  voting  booth  on 
ov.  7  with  a  pointed 
;enda.  "The  Repubhcans 
t  a  harsh  tone  national- 
"  she  says.  "I  don't 
ant  Kentucky  to  follow 
at." 

Repubhcan  Revolution- 

ies,  take  note.  Off-year 
action  returns  from 
aine  to  Mississippi  spell 
ouble  ahead  for  the  GOP 

its  quest  for  political 
)minance.  Centrist  vot- 
•s  abandoned  th?  party 

droves,  thanks  largely 
'  the  Democrats'  success 

portraying  House  Speaker  Newt 
ingi-ich  (R-Ga.)  as  the  Mad  Slasher 
'  Capitol  Hill.  Frets  Representative 
hristopher  Shays  (R-Conn.):  "We 
■e  being  labeled  too  extremist,  and 
he  leadership]  had  better  figure  out 
way  to  deal  vnth  that." 

It  won't  be  easy.  In  the  suburbs, 
Drmally  solid  gop  teirain,  many 
ving  voters  were  turned  off  by 
hat  they  consider  an  extreme  Re- 
iiblican  social  agenda.  And  in  some 
icreasingly  Republican  Southern 
ates,  Democrats  capitalized  on 
liddle-class  moderates'  fears  that 
le  GOP  vdll  gore  Medicare,  school 
inches,  and  student  loans. 
(VYING  THE  PRICE?  The  shift  of  the 
intrists  was  most  evident  in  state 
!gislative  races.  Democrats  won 
NO  special  elections  in  ■■■■■■■■ 
[aine  to  regain  control  of 
le  House,  narrowed  a 
jmmanding  gop  lead  in 
le  New  Jersey  Assembly 
y  three  seats,  and  oust- 
rl  Mississippi's  Republi- 
m  heutenant  governor, 
loreover.  Democrats 
ithstood  GOP  crusades  to 
ipture  the  Mississippi 
nd  Virginia  legislatures 
)r  the  first  time  since 
Reconstruction.  Demo- 
rats  even  captured  the 
)cal  government  in  Vir- 
inia's  wealthy  Fairfax 
bounty,  where  gop  relig- 
)us  conservatives  were 
ushing  an  agenda  that 
icluded  the  teaching  of 


NO  REVOLUTION  HERE:  A  polling  place  in  Virginia 

creationism  in  pubhc  schools.  "The 
Republicans  are  paying  a  growing 
price  for  what  they're  doing,"  says 
White  House  pollster  Stanley  B. 
Greenberg. 

Republican  National  Committee 
Chairman  Haley  Barbour  points  out 
that  the  gop  managed  to  preserve 
its  majority  in  New  Jersey's  state- 
house,  and  Kentucky  voters  came 
within  a  whisker  of  electing  their 
first  Republican  governor  in  28 
years.  But  look  how  Democrats  sal- 
vaged the  election.  Instead  of  at- 
tacking GOP  gubernatorial  nominee 
Larry  Forgy,  the  opposition  mount- 
ed a  savage  television  ad  campaign 
that  featured  grainy  photos  of  a  de- 
monic-looking Gingrich.  "They  were 
saying,  'Send  a  message  to  Newt 

REVENGE  OF  THE  OEMS 

Election  results  in  four  key  sta  tes: 

KENTUCKY  Democrats  successfully  made  the  gubernato- 
rial race  a  referendum  on  Newt  Gingrichi's  "extreme" 
agenda.  There's  hope  for  Clinton  in  a  few  Southern  states. 

MISSISSIPPI  Republican  Governor  Kirk  Fordice  won  re- 
election over  a  moderate  Democrat,  but  the  GOP  failed  to 


Gingrich  and  the  Repub- 
licans,' "  says  Forgy  poll- 
ster David  Hill. 

National  polls  echo  the 
sentiments  heard  in  Ken- 
tucky. A  Nov.  2-4  survey 
by  Public  Opinion  Strate- 
gies, a  GOP  polling  firm  in 
Alexandria,  Va.,  found 
that  28%  of  voters 
strongly  disapprove  of 
Congress,  in  contrast  to 
24%  who  are  strong  Clin- 
ton critics.  Gingrich  in 
particular  is  a  lightning 
rod:  A  preelection  poll  by 
Mason-Dixon  Pohti- 
cal/Media  Research  in 
Columbia,  Md.,  found 
that  Kentucky  voters 
preferred  Clinton  over  Gingrich, 
50%  to  36%.  And  the  President  is 
not  exactly  a  beloved  figure. 
FRUSTRATION.  If  Gingrich  hopes  to 
expand  his  power  base,  he  had  bet- 
ter make  some  significant  adjust- 
ments. First,  tone  down  the  harsh 
rhetoric.  The  public  wants  its  pohti- 
cal  leaders  to  sound  reasonable,  not 
like  guerrilla  fighters.  That  may 
mean  containing  party  hard-liners 
who  oppose  issues  that  enjoy  broad 
public  support — abortion  rights,  gun 
control,  and  environmental  protec- 
tion. Finally,  voters  want  pohcy  grid- 
lock to  be  replaced  by  an  honest 
search  for  consensus.  So  Gingrich 
and  Clinton  have  to  stop  spamng 
over  the  gop  balanced-budget  plan 
and  agi'ee  to  sit  down  to  hammer  out 
^mmmmmm   a  compromise. 

The  rap  on  the  knuck- 
les that  voters  gave  Re- 
publicans on  Election 
Day  should  be  an  instruc- 
tive lesson  for  a  vacillat- 
ing President  Clinton  and 
liberal  Hill  Democratic 
leaders  as  well:  After 
kicking  out  a  Repubhcan 
President  in  1992  and  a 


wrest  control  of  the  legislature,  long  a  Democratic  bastion.      ^         , .  ^  , 
 —  ?   Democratic  Congress  two 


NEW  JERSEY  Democrats  did  pick  up  three  seats,  but 
GOP  Governor  Christine  Todd  Whitman  still  has  a  big 
Republican  majority  in  the  state  legislature. 

VIRGINIA  Suburban  backlash  against  the  conservative 
Republican  social  agenda  kept  the  legislature  in  Demo- 
cratic hands  despite  an  expensive  GOP  effort  financed  in 
part  by  the  national  party  and  corporate  interests. 


years  later,  the  public  is 
ready  to  throw  the  bums 
out  again  until  it  finds 
the  sensible  centrism  nei- 
ther party  seems  to  be 
able  to  deliver. 

Dunham  covers  poli- 
tics in  Washington. 
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AUTOS 


PRICES  LIKE  THESE 
CANT  LAST 

Is  $20,000  too  much  for  a  Taurus?  Car  buyers  seem  to  think  so 


When  Charles  Suritz  heads  out  to 
replace  one  of  his  two  Ford  Tau- 
mses  next  year,  he  won't  be  shop- 
ping for  Fords.  The  Buffalo  Grove  (111.) 
marketing  executive,  who  paid  about 
$13,000  for  his  1991  Tauins,  is  put  off  by 
the  sticker  on  the  restyled  1996  model. 
"When  I  think  of  $20,000,  I  tWnk  of  the 
next  level  of  cai-s,"  says  Smntz.  "The  Ford 
Tamils  is  not  a  luxmy  cai-." 

Suritz  is  not  the  only  Taurus  owner 
shocked  by  the  price  of  Ford  Motor 
Co.'s  updated  family  sedan.  The  curvy 
new  model's  styling  is  eye-catcliing,  but 
its  price,  which  starts  at  $19,150  and 
climbs  to  $24,850  for  a  fully  loaded  LX 
model,  is  turning  off  many  tire  kickers. 
Sticker  shock  helped  send  Taui*us  sales 
plummeting  more  than  16%  in  October, 
the  car's  first  full  month  on  the  mar- 
ket. Anxious  dealers  already  are  push- 
ing Ford  to  begin  discounting  the  new 
model  with  rebates  and  lease  deals. 

Talk  of  price-cutting  on  the  Taurus 
has  Wall  Street  jittery.  In  addition  to 
the  costs  of  launching  the  T^mns,  Ford's 
earnings  are  under  pressure  from  the 
introduction  of  its  redesigned  F-series 
pickup  and  a  new  Fiesta  in  Eui-ope  (box), 
as  well  as  Mexico's  peso  chsis.  The  auto 
giant's  tliird-quarter  net  plunged  by  08%, 


and  analysts  are  slashing  fouith-quarter 
earnings  projections.  Morgan  Stanley  & 
Co.'s  Stephen  Girsky  says  Ford  may  net 
just  $300  million  for  the  period,  80%  less 
than  last  year,  on  sales  of  $27  biUion. 
Even  worse:  The  company's  global  auto 
business  is  likely  to  post  a  loss.  And  the 
outlook  won't  improve  soon.  Ford  is 
waiTiing  that  weak  results  will  continue 
into  1996's  fii'st  or  second  quarter 

If  consumers  turn  a  cold  shoulder  to 
the  Tamils  redesign,  it  would  only  add  to 
Ford's  woes.  The  company  has  $2.8  billion 
riding  on  the  reinvention  of  what  Chair- 
man Alexander  J.  Trot- 
man  calls  "the  family 
jewels":  the  Tamns  and 
its  sibling  Mercury 
Sable.  Thi'ough  October 
of  this  year.  Ford  sold 
397,000  of  the  two  mod- 
els, 78%  of  them  Tau- 
ruses.  The  Taurus,  the 
U.  S.'s  top-selling  car, 
generates  more  than 
10%  of  Ford's  $73  bil- 
lion in  U.  S.  auto  rev- 
enue. But,  says  John 
B.  T  CampbeU  III,  who 
just  sold  his  Garden 
Grove  (Calif.)  dealer- 


WHOA! 


CHANGE  IN  1995  SALES  OF  THE  FORD  TAURUS 
AND  SABLE  VS.  SAME  MONTH  IN  1994 


-15-- 


FORD  HIKES  REBATE  TO 
$2,000  TO  CIEAR  OUT 
1995  MODELS 


20r--r-i--i--r 
J     F    M    A  M 
A  PERCENT  CHANGE 

DATA:  WARDS  AUTOMOTIVE  REPORTS 


SLOW  START 

The  Taurus'  new 
styling  and  interi 
are  eye-catching, 
but  dealers  have 
started  to  underc 
the  price  and  are 
pushing  Ford  for 
consumer  rebate; 
and  lease  deals 


ship:  "They  priced  k 
car  too  high  and  pei  I  i 
ai'e  resisting  it.  It's  t  cm', 
for  Ford  to  adjust."  ten 
The  Tamils  got  oi  e  mi 
a  slow  start  whei  fi 
first  came  out  in  1  ifi; 
And  for  now.  Ford  ;;;), 
ecutives  are  resist  al(i 
national  price  proi  ipp; 
beyond  the  $250  cash  incentive  offeree  ie?!; 
Taurus  leaseholders  who  upgrade  t  am 
1996  model.  "We're  not  wonied,"  s  otoi 
Ross  H.  Roberts,  general  manageiistn 
Ford  Motor's  Ford  Div.  Roberts  blaijiiii 
the  Tamils'  sluggish  debut  on  a  soft  i  ler, 
market — down  2.2%  this  year — a  slfifi; 
supply  of  Taurus  station  wagons,  iie\ 
fewer  sales  to  car-rental  agencies.  S  \(  f 
he  doesn't  expect  Tamns  sales  to  hi  Fo 
strong  in  November  and  December  le  r 
they  were  last  year.  "Look  at  us  in  J  inf 
uaiy,"  he  says.  jii 
RIVALS  ON  THE  ATTACK.  Dealers  d([!,ei 
want  to  wait  that  long.  They  are  str 
gling  to  persuade  buyers  to  pay  $1,  tcs 
more  for  the  new  I'hmns  than  for  the  ore 
one — or  $3,000  more  counting  the  $2,'  ur, 
rebate  that  has  helped  clear  out  the  jji 
model.  To  many,  the  Tamils'  new  styl  fj;. 
isn't  worth  the  extra  bucks.  "I  didn't  1  •t,, 
the  different  body  design,  and  I  die  jii; 
want  to  pay  the  higher  price,"  si[|f 
Michael  C.  Trocheck,  a  retired  schCf, 
teacher  in  Denver  who  just  bough  d 
discounted  1995  Tam  jd 
What  would  it  tSfj; 
to  jump-start  Taui  ^ 
sales?  Dealers  hope 
a  discounted  lease  tlm, 
drops  the  monthly  p; 
ment  under  $300,  wi  2 
out  a  big  downpayme  ^ 
Right  now,  it  takes  ij 
stiff  $2,000  down  to 
cm"e  a  monthly  paym< 
of  about  $280  on  a  ba 
Taurus.  Owners  comi 
to  the  end  of  a  two-y(  ^ 
lease  are  confront 
with  a  jump  of  $50 
$100  in  monthly  pj 


46  BUSINESS  WEEK  /  NOVEMBER  20,  1995 


;  if  they  want  to  upgrade.  "People 
re  turned  on  by  the  styling  come  in 
ie  the  sticker  and  say  'whoa!' "  says 
stown  (N.J.)  dealer  Peter  Jarvis. 
alers  already  are  undercutting  the 
[gurus'  sticker  price.  Roberts  says 
s^erage  transaction  price  of  a  base 
i  is  "in  the  $18,000  range."  If  that's 
)o  much,  "we  sell  T-Birds  to  people 
priced  a  Taurus,"  says  Downey 


(CaUf.)  dealer  Jim  Graham.  "The  T-Bird 
is  a  screaming  buy  for  between  $15,000 
and  $16,000  loaded."  Meanwhile,  Ford  is 
quietly  reassuring  dealers  that  it  may 
offer  deals  on  the  Taurus  eventually. 
Without  them,  competitors  may  begin 
picking  off  buyers.  Honda  Motor  Co.  is 
covering  the  first  month's  payment  for 
Accord  owners  who  upgrade  to  a  '96 
model.  And  Chrysler  Corp.  is  offering  a 


$269-a-month  lease  deal  on  its  new  Ply- 
mouth Voyager  minivan.  "Every  manu- 
facturer is  attacking  our  car,"  says 
Roberts.  'We're  tiying  to  figure  out  how 
to  keep  our  dealers  competitive." 

If  Ford  doesn't  soon  come  up  with  a 
price  as  alluiTng  as  the  new  Taurus'  look, 
more  ovvTiers  may  do  what  Suritz  plans 
to  do:  take  theh"  business  elsewhere. 

By  Keith  Naughton  in  Detroit 


FORD'S  BUMPY  ODYSSEY  IN  EUROPE 


Ingus  Frazer  first  came  face  to  the  new  "world  car"  appears  in  1998.  tate  to  freeze  component  prices  for 

face  with  Ford's  new  Fiesta  out-  The  Escort  got  a  facelift  this  year — it  five  years.  One  supplier  says  Ford 

side  his  St.  Tropez  hotel  on  a  was  originally  launched  in  1990 — but  just  infoiTned  him  that  he  must  cut 

cent  Sunday  morning,  and  he  was  is  beginning  to  show  its  age  against  prices  by  5.9%  next  year.  With  infla- 

it  entirely  impressed.  Although  such  sassy  newcomers  as  the  Fiat  tion  in  Britain  at  about  3.5%,  that 

e  motoring  editor  for  Top  Gear,  a  Bravo  and  Renault  Megane.  dri/Mc-  adds  up  to  a  hefty  9.4%  price  cut. 

ipular  British  magazine  for  car  Graw-Hill  projects  Ford's  shai-e  vrill  Faced  with  steel  price  hikes,  "clearly 

iffs,  praised  the  car's  performance,  shp  ft-om  12%'  now  to  11.5%  next  year,  we've  got  some  tough  negotiations 

al  down-in-the-mouth        ^^MpjH^p|^^^^jy|nL^    ^  HOSEDOWN:  Will  buyers 

oms  on  Nov.  16,  Ford  ^^^^^^^^^^^^^^^^  .  1  3 ""^^^  l  ahead  with  Ford,"  adds  Ken 

otor  Co.  can  only  hope  W  r  ^B^T^^  - — *  Worthing,  managing  director 

istomers  vdll  take  a  more  '     ^i^^J^^      /  A"-: —      ^  of  Milton  Keynes-based  Bel- 

)sitive  view.  At  $12,000,  -^^Wfl^^^H^   jaT^' — '— /i /^hb^\  size  Engineering,  which  sup- 

le  new  Fiesta  is  slightly        ''C^^^^^^^^^^^  '-f  I^*^^/^  l)lies  drive  trains. 

te  Volkswagen  Polo  and  /        -  «^                        ^^^fejk    I          M  I "  Ford  2000 — the  compa- 

le  Fiat  Punto.  /^SS^^mjjjSt'^^^^^^^^^M^m^^     |          ^  ny's  radical  attempt  to 

Ford  has  a  lot  riding  on  W^^^^^^HB^^^^jjj/L^^^/t/^^^^^  I         M  ''>'6ak  down  geographic  bar- 

subcompact:  The  |^H||UUB||^^^H^^^^^^^^^^^^^H^|gku|||||||^|  riers       produce  cars  for 

^^^^^^^^^H^^^^^^^^^^^^^H^^^^^^^^H  the  — also 

in  Europe.  While  ^^^^^^^^^^HHHHHIi^^^^l^^^^^HIH  may  be  upsetting  Ford's 

,her  carmakers  also  are  ^^^^■ffTf^fffWVS¥''PfF'V'FW9ffl^  European  operations.  In  the 

ruggling  in  the  slow-  I^^^^Bi/j^iMa^lUl^^  new  setup,  Europe  becomes 

rowing  European  market,  marketing  costs  pushed  Ford  developing  small 

ord  seems  to  be  havmg  r-        >  4.u  j        ^    ,      x   rt--)o/^    n  and  midsize  cars.  As  a  re- 

lore  trouble  than  most  ^uropes  third-quarter  loss  to  $320  milhon.  vs.  a  ^^^^  managers 

able).  The  company  sur-       l°Al°L^.^Z!"'JL'°^l°!i^®_P^_']°^ J^^L^^^*:   have  been  transferred,  ei- 

rised  analysts  last  month      NEW  MODEL  Reviewers  are  giving  the  redesigned        ther  from  the  U.  S.  to  Eu- 
■hen  it  reported  a  $320         Fiesta,  due  out  on  Nov.  16,  high  marks  for  ride  and       rope  or  from  Europe  to  the 
lillion  loss  in  Europe  for       performance  but  poor  grades  for  looks  U.  S.,  in  the  past  nine 

le  third  quarter,  largely   months.  "We're  not  seeing  a 

ecause  of  increased  mar-       SUPPLIERS  Parts  makers  are  fuming  over  Ford  s  ^lear,  well-defined  organiza- 

eting  and  launch  costs.  Plan  to  freeze  prices  paid  for  components  until  2000  tion,"  says  supplier  Wor- 
loreover,  critics  say  Euro-  LABOR  Ford  and"  its'22y400"un ion"  workers'  in""  B'ri"tain  thing.  Ford  admits  some 
ean  operations  are  show-      gre  at  odds  over  pay  and  working  hours  confusion  exists  but  says 

ig  signs  of  strain  as  Ford    it's  being  worked  out. 

ndergoes  a  massive  business  week  rjr^^  company  has  its 

/orldvdde  reorganization.  Even  Ford  faces  problems  on  other  bright  spots.  The  Fiesta  and  other 

alks  with  labor  unions  representing     li-onts  as  well.  Labor  talks  could  tm-n    new  models  vdll  have  hot  new  en- 
2,400  workers  in  Britain  aren't  go-     sour  when  they  resume  in  Britain  on     gines — something  Ford  has  neglected 
ig  well.  "It  has  been  tough,"  sighs      Nov.  15.  Workers  are  asking  for  an       in  the  past.  And  vdth  next  year's 
)avid  N.  McCammon,  Ford's  vice-       immediate  10%  pay  hike,  plus  a  two-     launch  of  a  new  city  car,  code-named 
■resident  for  finance.  "Many  of  us        hour  reduction  in  a  39-hoiu-  work-         "Ka,"  Ford  will  beat  Volkswagen  and 
ladn't  anticipated  how  weak  Europe    week.  But  the  company's  offer  is  General  Motors  Corp.  into  that 

rould  be."  much  lower,  at  only  3%  a  year  for        promising  market.  But  for  now,  the 

Some  industry  experts  believe  the  two  yeai-s,  and  it  opposes  trimming  new  Fiesta  is  going  to  have  to  carry 
tate  of  Ford's  product  mix  isn't  help-     work  hours.  a  big  load. 

ng  matters.  Ford's  No.  2-selling  car.  Some  Ford  suppliers,  meanwhile.  By  Heidi  Dawley  in  London,  with 

he  Escort,  will  not  be  replaced  until      are  fuming  at  a  recent  company  die-      Keith  Naughton  in  Detroit 
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DEALS 


COMPAa  HOOKS  UP 

WITH  A  NETWORKING  WIZARD 

NetWorth's  McHale  and  his  fast  gear  may  help  nab  IBM  clients 


For  two  years,  Compaq  Computer 
weighed  a  move  into  the  booming 
networking  business.  Employees 
gathered  company  data,  romanced  more 
than  a  dozen  prospective  acquisitions, 
poured  over  market  projections  and 
products.  In  fact,  they  did  so  much  ana- 
lyzing, prospects  wondered  whether 
Compaq  would  ever  make  uj) 
its  mind.  They're  wondering 
no  more:  In  two  quick 
moves,  culminating  with  its 
Nov.  6  bid  for  NetWorth 
Inc.,  Compaq  grabbed  the 
people  and  products  needed 
to  launch  itself  into  the  floiu'- 
ishing  $4  billion  market  for 
providing  computer  networks 
to  company  branch  offices 
and  departments. 

The  purchases  represent 
the  biggest  financial  gamble 
in  Compaq  Computer  Coip.'s 
13-year  history.  The  Hous- 
ton company  will  spend 
about  $400  million  to  enter 
the  business  for  high-speed  network 
gear.  The  centerpiece  of  its  strategy  is 
NetWorth,  which  holds  a  leading  44% 
shai'e  of  the  $46  million  market,  accord- 
ing to  market  researcher  Dell'Oro 
Group.  NetWorth  even  is  profitable:  It 
eamed  $645,000,  before  one-time  charg- 
es for  an  acquisition,  on  sales  of  $55.5 
million  in  the  year  ended  June  30. 
RECORD  OF  FAILURE.  Just  three  weeks 
before  moving  in  on  NetWorth,  Com- 
paq announced  a  deal  to  buy  Thomas- 
Com-ad  Coip.,  an  Austin  (Tex.)  maker  of 
network  products  for  personal  comput- 
ers. Add  in  development  deals  stnick 
earlier  this  summer  with  Cisco  Systems 
Inc.  and  Germany's  ITK  Telekommu- 
nikation,  Compaq  has  amassed  the  tech- 


nology to  offer  a  complete  network 
package  to  corporate  customers  (table). 

But  can  Compaq  mold  these  disparate 
pieces  into  a  winner?  The  industry  track 
record  is  inauspicious:  at&t  and  Tan- 
dem Computers  Inc.  both  failed  in  ef- 
forts to  merge  computer  and  networking 
companies.  Compaq  has  a  big  advan- 


McHALE:  A  tage,  though:  It  is 

technology  seer  the  market  leader  in 
nimble  in  the  selling  PC  servers, 
marketplace  which  hook  together 
networks  of  PCs. 
Compaq  hopes  that  by  selling  network- 
ing gear  to  its  server  customers,  it  can 
pick  off  IBM's  huge  base  of  clients  in 
departments  and  branches,  says  Group 
Vice-President  Doug  Pushard. 

In  that  gambit,  Compaq  may  be  gain- 
ing an  ace  in  NetWorth  Chief  Executive 
John  F.  McHale,  who,  along  with  Push- 
ard, will  run  its  networking  business. 
The  ex-Texas  Instniments  Inc.  engineer 
started  the  Irving  (Tex.)  company  10 
years  ago  and  deftly  led  it  thi'ough  sev- 
eral remakes.  NetWorth  stalled  out  as  a 


developer  of  proprietary  network  p: 
ucts  and  shifted  into  standard  netw(| 
and  high-growth  niches  such  as  netvij 
switching.  "John  has  always  had  |j 
ability  to  make  changes  to  NetWcjj 
quickly  enough  and  seize  market  op]t) 
tunities,"  says  Terry  Klein,  a  Dell  Cjt 
puter  Corp.  vice-president  who  prj 
ously  was  a  sales  vice-president'; 
NetWorth.  P 
GOOD  TIMING.  More  than  a  market  4 
McHale  invested  heavily  in  robotic  | 
duction  lines  to  keep  costs  low.  Tjj 
helped  his  company  vdn  some  big  cii 
tracts.  One  major  coup:  snaring  iBiy| 
a  customer  two  years  ago.  Big  B| 
now  accounts  for  22%  of  NetWorl 
revenues.  With  Compaq  acquiring  N 
Worth,  analysts  expect  | 
to  start  buying  from  3Ci 
Corp.  instead. 

McHale,  who  will  j 
Comjiaq  as  a  coiporate  v. 
president,  expects  Comp; 
imprimatur  to  give  N 
Worth's  networks,  which  : 
at  10  times  the  speed 
standard  Ethemet  netwoi 
a  major  sales  boost.  H 
need  every  edge  to  beat 
rivals  such  as  3Com, 
Networks,  and  Cabletr 
which  also  make  high-sp 
PC  networks.  But  the  c 
bination  of  Compaq's  s 
reach  and  acquired  prod 
"puts  us  squarely  in  a  position  | 
reshape  the  competitive  landscap 
McHale  says. 

Compaq's  best  buyers  may  be  ri 
for  a  change,  too.  Many  insiu'ance,  bai 
ing,  and  retailing  companies  are  m 
updating  their  branch-office  comput( 
and  networks.  In  the  process,  customi 
such  as  Chase  Manhattan  Bank 
weighing  a  shift  from  IBM's  OS/2  to  I 
crosoft  Corp.'s  Windows  NT  operati 
software — giving  Compaq  an  openii 
"The  timing  is  right,"  agi-ees  Richa 
Villars,  an  International  Data  Corp.  i 
alyst.  Now,  Compaq  just  has  to  succe 
where  many  other  giants  have  failed 
the  past. 

By  Gary  McWilliavis  in  Houst 


Compaq 
Builds  a 
Network 


NETWORTH  The 

PC  company  said 
on  Nov.  5  it  would 
pay  $372  million 
for  this  $55  mil- 
lion maker  of 
high-speed  local 
network  switches 
and  PC  cards. 


THOMAS- 
CONRAD  Compaq 
is  acquiring  this 
$50  million  man- 
ufacturer of  local- 
network  cards  for 
PCs.  The  deal  is 
expected  to  close 
in  November. 


CISCO  SYSTEMS 

The  two  have  a 
joint  development 
deal  to  build  low- 
cost  gear  connect- 
ing server  comput- 
ers to  networks. 
First  products  are 
due  late  this  year. 


ITK  Compaq  has 
a  development 
deal  with  this 
German  maker  of 
digital  modems 
that  link  portable 
PCs  to  servers. 
Products  are  in 
development. 


TEXAS 

INSTRUMENTS 

The  two  are  jointlj 
designing  high- 
speed networking 
chips.  Their 
first  products 
were  announced 
this  fall. 
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Bringing  back  that  great,  fresh  image 
has  simply  never  been  simpler. 


idges  returned  via: 

)^  MAIL  BOXES  ETC  * 

■800-962-2708  for  details. 

rered  rcsde  marks  belong  to  their  respective  holders. 
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It's  no  wonder  that  office  equipment  users  around 
the  world  have  turned  to  the  Canon  Cartridge, 
choosing  cartridge-equipped  laser  beam  printers, 
plain  paper  faxes,  personal  copiers  and  image  filing 
systems.  Because  the  Canon  Cartridge  contains  not 
only  fresh  toner,  but  also  a  new  drum,  replacing  the 
old  cartridge  with  a  new  one  restores  the  image  you 
put  on  paper  to  the  fresh,  crisp  quality  you  want. 
The  all-in-one  cartridge  is  simple  to  replace. 
It's  totally  self-contained,  so  your  hands  will  stay 
clean  as  well.  Plus,  Canon  has  created  a  system  that 
accepts  used  Canon  Cartridges  returned  from  around 
the  world.  Now,  when  .  ■ 

you  replace  your  Canon 
Cartridge,  you  not  only  get 
a  fresh,  clean  image.  You 
can,  if  you  will  lend  a  hand, 
also  get  a  cleaner  world. 


V; 


All  it  takes  is  the  all-in-one, 
user-replaceable  Canon  Cartridge. 


For  your  home  or  office,  choose  any  of  the  wide  range  of 
products  that  use  Canon  cartridges. 


y 


Laser  Beam  Printer 
LBP-430W 


Personal  Copier 
PC320 


Electronic  FiHng  System 
Canofile  510 


Fax  Laser  Class  7000 


As  part  of  our  Clean  Earth  Campaign  in 
the  United  States,  Canon  supports  leading 
environmental  organizations.  Used 
cartridges  are  returned  under  the  Clean 
Earth  Campaign  via  the  United  Parcel 
Service  (UPS)  or  Mail  Boxes  Etc.  Shipping 
costs  are  paid  by  Canon,  so  there's  no 
charge  to  our  customers.  Easy  shipping 
instructions  can  be  found  in  the  cartridge  box 


Canon 
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News:  Analysis  &  Commentary 


EXECUTIVE  SUITE 

ALMOST  DOWN 
TO  THE  CORE? 

Apple  is  facing  a  disturbing 
management  exodus 


LONELY  AT  THE 
TOP:  SPINDLER 


CUPERTINO  SHUFFLE:  Will,  management  turmoil  spread  through  the  ranks? 


M 


Iai'ket  share  is  up  at  last,  and  the 
nimored  takeover  bids  haven't  ma- 
teriahzed.  Still,  something  is  seri- 
ously amiss  at  Apple  Computer  Inc.  In 
recent  weeks,  the  personal-computer 
maker  has  suffered  the  worst  exodus  of 
top  executive  talent  since  John  Sculley 
was  ousted  as  CPX)  two  years  ago.  And 
some  of  those  i-emaining  are  questioning 
the  company's  ability  to  reverse  a  year- 
long shde.  Says  one:  "With  the  current 
cast  of  characters,  it  won't  get  fixed." 

There  surely  are  holes  in  Apple's  in- 
field. Chief  Financial  Officer  Joseph  A. 
Graziano  announced  his  resignation  on 
Oct.  2  over  a  dispute  with  ceo  Michael 
H.  Spindler.  David  Willcocks,  vice-pres- 
ident for  enterprise  and  government 
marketing,  followed  on  Oct.  30.  Thr"ee 
days  later,  worldwide  marketing  chief 
Daniel  L.  Eilers  found  himself  out  of  a 
job,  following  a  Spindlei-devised  reor- 
ganization. And  Dave  S.  Manovich,  vice- 
president  for  consumer  retail  sales,  de- 
parted on  Nov.  7. 

"SERIOUS  LOSS."  The  talent  flight,  espe- 
cially that  of  Eilers,  leaves  Spindler 
with  no  clear  No.  2 — and  little  opera- 
tions expertise  near  the  helm  to  comple- 
ment his  skills  as  a  strategist  and  mar- 
keting expert.  "Eilers  is  a  serious  loss; 
he  understands  the  culture  better  than 
anyone,"  says  Apple  watcher  Tim  Bajar- 
in  of  Creative  Strategies  Inc.  While  Eil- 
ers himself  says  the  restructuring  "is 


what  is  best  for  Apple,"  the  vacuum  is 
more  than  evident  to  other  executives: 
At  a  two-hoiu"  meeting  in  late  October,  a 
small  group  of  sales  and  marketing  man- 
agei's  urged  Spindler  to  hire  a  chief  op- 
erating officer  to  handle  daily  duties. 
"My  view  is  he  needs  help  to  nan  the 
company,"  says  one  e.xecutive. 

Spindler,  who  declined  to  be  inter- 
viewed, has  hii'ed  Russell  Reynolds  Asso- 
ciates Inc.  to  find  a  new  CYO,  according  to 
another  recniiter  who  bid  for  the  work. 
But  he  has  no  plaas,  say  insider's,  to  rees- 
tablish a  coo  slot — the  position  he  held 
before  replacing  Sculley  in  1993.  A  new 
CFO  alone  may  not  give  Apple  the  man- 
agement depth  it  needs.  "Apple's  in  the 
unfortunate  position  of  having  to  increase 
market  share  and  profits  at  the  same 
time,"  says  Hambrecht 
&  Quist  analyst  Todd 
Baker.  "You  need  a 
deep,  experienced  team 
to  get  through  times 
like  this." 

In  some  ways,  Ap- 
ple is  past  the  worst. 
With  demand  high  for 
its  Macintosh  comput- 
ers, it  faces  a  golden 
opportunity  to  slow  the 
momentum  of  Micro- 
soft Corp.'s  Windows 
95.  It  ah'eady  appears 
to  be  putting  a  dent  in 


APPLE'S  FALL 


APPLE  COMPUTER'S 
OPERATING  PROFIT 
MARGIN 


r94  II 

▲  PERCENT 


DATA  COMPANY  REPORTS 


its  $1  bilhon 
backlog.  The  p| 
shortages  that 
dogged  the  comjj 
are  easing,  and  itj 
ished  the  Septer 
quarter  with 
million  in  finished 
inventory,  in  posij 
to  take  advanta^ 
the    holiday  rl 
Alex.  Brown  &  ^ 
Inc.  analyst  PliUli  ' 
Rueppel     forec  . 
Apple's    Christ  \. 
quarter  sales  of  | 
billion,  vs.  $2.5  bi] 
a  year  ago.  j 
Spindler's  1996  goal:  to  gain  an  a 
tional  percentage  point  of  share  in 
hard-fought  U.  S.  market,  by  focui 
more  on  the  home  PC  market  and 
Apple's  traditional  strongholds  in 
dia  applications.  But  that's  not  the  d 
tic  action  Wall  Street  is  looking  for. 
stock  market  was  clearly  amenabk 
rumors  of  a  possible  takeover  by  H 
lett-Packard  Co.  on  Nov.  7:  The  goi 
drove  Apple's  share  up  10%  in 
days,  to  39>^.  Sanford  C.  Bernsteii 
Co.  analyst  Vadim  Zlotnikov  thinks 
stock  could  hit  50  if  Spindler  sold 
pieces  of  the  business  or  created  ji 
ventures  for  non-Mac  products,  suel 
the  handheld  Newrton.  "Given  that 
pie  has  already  commercialized  th 
products,  now  is  a  good  time  to  si 
extracting  their  value,"  he  says. 
DISARRAY.  With  Spindler  still  clearl; 
control,  though,  that  probably  won't  1 
pen,  insiders  say.  More  likely,  mana 
ment  turmoil  will  continue  to  spr 
through  the  ranks,  including  the  com 
ny's  coveted  engineering  corjjs.  Ah'ei 
key  architects  of  the  highly  success 
Power  Mac  line  such  as  Jon  M.  Fi 
Gary  G.  Davidian,  and  Carl  C.  HeAi 
have  left.  And  many  managers  are  gr 
ing  tii'ed  of  the  disaiTay,  says  one  he 
hunter  who  has  found  willing  listen 
within  Apple.  "Moi 
is  not  high  for  the 
people — there's 
many  meetings  and 
orgs,"  he  says.  Adds 
executive  at  Mac  do 
maker  Power  Comp 
ing  Corp.:  "We've 
a  stack  of  resumt 
Unless  Spindler  cori 
up  with  something 
rally  disillusioned 
ple-ites,  he  may 
plenty  more. 

By  Peter  Burro 
in  San  Francii 
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Recently,  Mary  Washi 

Dreams  Into  84  Cardboard  Boxe 

She  Iviiiiht  a  Itousc.  Something  shcJmmtcd  to  do  foryavs.  But  siv  dkh't  know  where  lo  start,  hvviic  Mae,  tk  nation's  kir^st  source 
0/  /(/n J5  for  mortgaoc  lenders,  helixd  put  her  on  the  path  to  homeownership.  After  she  saw  one  0/  our  Openino  Docis  eommercials  on 
lY,  she  called  us.  And  then  aaythin^  staited  momg.  Including  Maiy  \\/ashington..  \Vc  sent  Irr  a  jree  guide  so  she  coukideterminc  il 
she \ms  ivady  to  buy  a  home.  Then  we  helped  guide  her,  through  tk  kme-huyino  process.  And  finally  AW  .^f  a  loan  through  a  lender , 
we  do  kisiness  wJth  in  her  comnnmil)>.  After  that,  alisbe  had  left  to  do  im  spiing  for  pizza  on  moving     ^£  FannielWIae 
day.To  find  out  more  about  how  we  helped  Maiy,  or  how  we  can  help yoif.  aril  1-800-548-9444.  .S/ioiwu^  \nnr,aii\  Ncfv\\iiy  ibmc- 


News:  Analysis  &  Commentary 


THE  MILITARY 


TROUBLE  IS 
OUR  BUSINESS 

You  call  this  consulting  firm  when  you  want  to  turn  around  a  war 


CROATIAN 
TROOPS:  MPRI 
says  it  got  more 
credit,  and  blame, 
tha  n  it  was  due 


General  Douglas  MacArthur  had  it 
wrong:  Old  soldiers  don't  die  or 
fade  away — they  go  high  tech. 
Some  2,000  of  the  nation's  mihtary  elite 
have  enlisted  in  a  database  owned  by 
Military  Professional  Resources  Inc. 
(MPRI)  in  Alexandna,  Va.  As  Infoirnation 
Age  mercenaries,  they're  doing  every- 
thing from  briefing  Swedish  troops  on 
Operation  Desert  Storm  to  coaching 
U.S.  officers  on  managing  (;is. 

The  eight-year-old  company,  located 
within  a  Scud  missile's  range  of  the  Pen- 
tagon, provides  an  aiTay  of  services  to 
chents  domestic  and  foreign.  With  U.  S. 
defense  spending  way  down,  the  pri- 
vately held  concern  estimates  that  over- 
seas sales  will  accoimt  for  nearly  40%  of 
billings  this  yeai;  helping  double  revenue, 
to  almost  $12  million.  There  are  some 
risks  to  that  gi-owth  strategy:  Earlier 
this  year,  mpri  tacti- 
cal expertise  was 
credited  with  helping 
Croatia  gain  militari- 
ly against  Bosnian 
Serbs.  The  company 
was  also  blamed  for  helping  establish  a 
wonnsome  new  power  in  the  Balkans. 

Most  consultants  would  exult  in  the 
spotlight,  even  if  undeserved.  Not  MPRI. 
Company  officials  insist  its  Croatian  con- 
tract— licensed  by  the  State  Dept.— was 
simply  for  sociology  lessons  on  turning 
communist-trained  soldiers  into  more 
democratic  troops.  "People  think  we're 
doing  something  we're  not  doing,"  ftimes 
Harry  E.  Soyster,  vice-president  for 
intemational  operations  and  fonner  head 
of  the  Defense  Intelligence  Agency. 
Some  analysts  say  he  has  a  point:  mpri 
has  too  high  a  profile  to  mn  a  covert  op- 
eration that  would  violate  the  arms  em- 
bargo in  the  Balkans,  they  contend. 
SURPRISE  TURN.  The  Pentagon  has 
trained  foreign  officers  for  years,  but 
privatizing  and  exporting  U.  S.  military 
knowhow  is  a  new  twist.  Classroom 
training  may  not  be  as  swashbuckling  as 
the  forays  of  mercenaries.  But  "it's  a 
real  ft'anchise,  if  you  can  find  a  custom- 
er," says  Loren  B.  Thompson  of  the 
Alexis  de  Toqueville  Institution,  a  con- 
servative think  tank. 

Ti-aining  foreign  armies  wasn't  the 
plan  when  mpri  was  launched  in  1987. 


The  company  was  the  brainchild  of  a 
gi'oup  of  retired  Army  officers  brought 
together  by  a  consultant.  Their  mission: 
review  a  report  on  using  computers  to 
teach  soldiei's.  The  fonner  generals  had 
a  field  day  making  suggestions — and  re- 
alized theii-  militaiy  experience  was  a 


To  help  expand  the  company's  n-i 
overseas,  mpri  brought  in  Soyster  ;i 
former  Army  Chief  of  Staff  Cai  l 
Vuono,  a  mentor  of  Colin  L.  Powell 
architect  of  the  Army's  modern i 
training  regime,  mpri  advertises  in  n 
itary  journals  for  foreign  clients. 
THRIFTY  MOVE.  Woods  admits  the  v* 
tare  might  never  have  been  launch 
if  its  founders  had  foreseen  the  radi 
changes  the  defense  business  woi 
undergo.  But  Soyster  is  confident  tl 
the  company,  which  has  gi-own  from  5 
165  full-time  employees,  can  survi 
even  more  defense  cuts.  He  figures  it'i 
lot  cheapei-  to  hii-e  gray-hairs  from  m: 
than  to  have  the  Pentagon  fly  in 


FOR  SALE:  MILITARY  KNOWHOW 


Recent  business  for  Military  Professional  Resources 

TAIWAN  AND  SWEDEN  Held  seminars  on  Operation  Desert  Storm  and 
the  lessons  to  be  learned  from  the  U.S.  victory  over  Iraq 

CROATIA  Designed  courses  for  the  armed  forces  on  how  to  convert  from 
the  communist  armed-forces  model  to  a  democratic  one,  including  how 
the  military  should  deal  with  elected  civilian  leaders  and  how  officers 
should  treat  enlisted  soldiers 

PENTAGON  Wrote  manuals  on  such  issues  as  joint  tactical-missile 
defense  and  analyzed  cost-effectiveness  of  an  equipment-deployment 
and  storage  system 


valuable  commodity.  Unhke  some  other 
Beltway  consultants,  they  set  out  to  sell 
"a  bona  fide  product  to  the  govern- 
ment," says  Robert  D.  Wood,  mpri's 
chief  operating  officer. 

These  days,  mpri  cruises  cyberspace 
for  new  business  opportunities  offered 
by  the  Defense  Dept.  on  the  Internet. 
The  hom'ly  I'ates  for  the  company's  con- 
sultants are  a  trade  seci'et,  but  they're  a 
fi-action  of  the  .$450  an  houi-  Wall  Street 
lawyers  charge.  That  has  helped  mpri 
snare  a  series  of  competitively  bid  Pen- 
tagon contracts  for  such  things  as  wi-it- 
ing  field  manuals  and  analyzing  the  cost- 
effectiveness  of  storage  equipment. 


own  commanders — with  their  families 
from  Japan  or  Berlin.  "You  get  tl 
same  or  greater  experience,"  he  saj 
MPRI  isn't  exactly  profit-gouging  eith( 
It  expects  travel  costs  and  paymen 
to  specialists  to  limit  profits  to  a  mini 
cule  $230,000  this  year. 

Of  course,  MPRi's  success  depends 
Washington  and  other  capitals  havii 
some  cash  to  spend  on  its  services.  Til 
company  is  betting  that,  like  the  oj 
soldiers  on  its  payi-oU,  the  global  mai-k 
for  its  information  and  experience  woi 
fade  away  anytime  soon. 

By  StaH  Crock  in  Washington,  wi 
bureau  reports 
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EVERY  YEAR 


THESE  GUYS  COME  UP 


WITH  500  MORE  REASONS 


FOR  YOU  TO  HIRE  US 


Yikes!  They're  busy  passing  over  500  legislative 
changes  a  year  tliat  can  affect  your  business.  But  for  the 
250,000  empJoyers  (both  large  and  small)  who  count  on 
us,  keeping  up  with  this  frantic  pace  is  a  breeze. 

Because  we're  ADP,  the  people  who  stay  on  top  of 
these  regulatory  changes  for  you.  So  you  don't  have  to 
waste  time  doing  it  yourself.  And  you  never  have  to 
worry  about  whether  you're  meeting  the  latest  laws. 


From  PICA  rate  changes  to  the  taxability  of  benefits  to 
keeping  payroll  updated  for  year-end  reporting,  if  a  new 
law  impacts  payroll,  employee  recordkeeping  or  human 
resource  management,  ADP  makes  it  easier  on  you.  No 
recalculating,  no  reprogramming,  no  risk. 

So  call  for  a  free  subscription  to  our  newsletter  and 
to  see  how  we  can  help  you  manage  change.  Because 
while  you're  reading  this,  they're  writing  more  laws. 


1  800  CALL  ADP  ext.  327 
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FOOTBALL 


END  RUN  IN  CLEVELAND. 
STRAIGHT  ARM  IN  DALLAS 

Is  the  once  orderly  NFL  catching  the  Baseball  Disease? 


JONES  AND 
MODELLFANS 


The  Browns  are  bailing,  and  Cleve- 
land is  steamed.  Fans  chanted  epi- 
thets at  a  home  game  on  Nov.  5  af- 
ter word  of  the  team's  move  to 
Baltimore  leaked  out,  and  callers  flooded 
local  talk  shows  to  complain  that  the 
city  hadn't  been  given  a  chance  to  save 
its  fi-anchise.  "They're  not  my  team  any- 
more," says  taxi  dispatcher  Joe  Strej- 
nowski.  "I  don't  know  if  I  should  turn 
my  sweatshirt  inside  out  or  burn  it." 

Deal  with  it,  Cleveland.  The  reality 
is,  the  economics  of  pro  football  are 
changing  fast,  forcing 
an  end  to  the  ar- 
ranged stability  that 
has  made  the  spoil  a 
remarkably  peacefi  i ! 
and  profitable  entf, 
prise  for  decades. 
Now,  the  National 
Football  League  faces 
the  prospect  of  creat- 
ing two  classes  of 
teams,  much  as  base- 
ball has:  those  with 
big  money  that  can 
afford  to  sign  the  ^,  , 
best  players  and  The  Cowboys 
make  even  bigger  owner  is 
profits,  and  others  countersuing 
that  bai'ely  scrape  by.  , , 

Art  Model!  cares  the  Nl^L  Over 

very   much   about  licensing;  Modell 

making  money.  That's  sees  big  bucks 
why  on  Nov.  6,  the  •  r,„u;niorp 
Browns  owner  an-  ^  oaiumore 

nounced  that  his  team  would  pull  up 
stakes  after  49  years  in  Cleveland.  The 
Maryland  pastures  definitely  are  gi'eener: 
Modell  will  get  up  to  $75  million  up  fr-ont 
for  relocating  next  season.  And  in  1998, 
his  team  will  move  to  a  new,  publicly  fi- 
nanced, $200  million  stadium  whose  108 
luxury  boxes  and  7,500  club  seats,  plus 
concessions  and  parking,  should  provide 
the  team  with  $20  million  a  year,  three 
times  what  he  says  it  gets  now. 
"ENORMOUS  DEBT."  Modell  says  that  as 
player  salaries  have  soared,  he  has 
dropped  $21  million  in  the  last  two  sea- 
sons and  millions  more  since  1988 — de- 
spite consistently  strong  fan  support.  "I 
had  to  do  what  I  had  to  do,"  he  says. 
"We  built  up  enormous  debt." 

The  Browns  aren't  the  only  team  look- 


ing for  the  windfall  that  a  change  of 
scene  can  bring.  This  year,  the  Los  An- 
geles Raiders  skipped  to  Oakland,  and 
the  L.  A.  Rams  to  St.  Louis.  And  as 
football's  owners  gathered  for  a  meet- 
ing in  Dallas  on  Nov.  7,  there  was  talk 
that  the  Houston  Oilers  might  soon  pack 
their  bags  for  Nashville  and  the  Tampa 
Bay  Buccaneers  for  Orlando. 

The  owners  say  they  need  revenue  to 
offset  the  rising  costs  created  by  free 
agency  and  a  salaiy  cap.  Proceeds  fi'om 
the  league's  $4.4  billion  in  television  con- 


from  leaving,  teams  increasingly  | 
tui'ning  to  guaranteed  signing  honv] 
that  allow  big  contracts  to  slip  unj 
salary  caps.  But  such  payments  reqi^j 
big  cash  up  front,  nfl  teams  ai'e  exp|| 
ed  to  dole  out  $400  million  in  sigrij 
bonuses  this  year,  four  times  what  t  j 
paid  in  1993.  "Free  agency  came  aki; 
and  the  whole  landscape  changed.  \ 
had  to  have  cash,  available  cash,  to 
players,"  Modell  giipes. 
BIG  DEALS.  Jeny  Jones,  the  flamboyf 
oilman  who  paid  $140  million  for-  the  I; 
las  Cowboys  in  1989,  has  shown  ] 
league  how  to  play  this  new  game.  '> 
has  signed  multimillion-dollar  market] 
pacts  for  his  Texas  Stadium  with  : 
likes  of  Nike,  Pepsi,  and  Amei-ican  1 
press.  Such  deals  allowed  him  to  pay  ■ 
nuses  exceeding  $40  million  this  year 
Jones's  renegade  antics  have  thre 
ened  the  nfl's  clubby  security.  None 
his  sponsors  have  deals  with  the  leagi 


u  acLs,  w  hich  are  shared  equally  by  all  o() 
teams,  are  fixed  thi'ough  1997;  similarly, 
ticket  sales,  about  $1.8  million  per  game 
last  year,  can't  produce  much  growth. 

That  means  stadium  revenue — luxu- 
ry boxes  and  the  like — has  become  the 
"key  to  marshaling  financial  resources 
needed  to  acquire  players  and  build  win- 
ning teams,"  says  Paul  J.  Much,  senior 
managing  director  at  Houlihan,  Lokey, 
Howard  &  Zukin,  an  investment  bank 
that  sj^ecializes  in  NFL  team  valuations.  A 
decade  ago,  stadium  sales  accounted  for 
less  than  5%  of  total  I'evenue  among 
teams  that  collect  those  proceeds,  says 
Much.  Today,  such  receipts  make  up  an 
average  of  25%  of  those  teams'  totals. 

Here's  the  problem.  To  attract  the 
best  free  agents  and  to  keep  star  players 


M  l,  Properties  Inc.  licensing  ann,  wh 
is  why  the  NFL  has  sued  Jones  for  $S 
million.  On  Nov.  6,  Jones  countersu 
for  $750  million,  claiming  that  the  NFL 
an  illegal  cartel  "that  has  stymied  comj 
tition  between  the  clubs." 

Indeed  it  has — and  that  was  ess€ 
tially  the  intent.  Now,  though,  ownt 
who  can  control  stadium  revenue  have 
undeniable  advantage.  "The  old  guard 
saying,  'We're  not  necessarily  for  th 
but  if  they're  going  to  do  it,  then  w 
not  me,  too?' "  says  Ancbew  Zimbalist, 
economics  professor  at  wSmith  Collej 
The  result  will  be  a  jolt  for  fans, 
Cleveland  is  discovering. 

By  Stephanie  Anderson  Forest,  m 
Jeff  Hoffman  in  Dallas  and  Zachxj; 
Schiller  in  Cleveland 
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Introducin 

( 

computer  it 
you  can't  ^ 
overlo 


Just  don't  have  the  time  for  power 
prohlems  on  your  PC?  Don't  worry. 
They'll  always  make  the  time  for  you.  It's  not 
if  a  power  problem  will  occur,  but  when.  Due 
to  household  appliances,  poor  wiring,  bad 
weather  or  even  other  office  equipment,  power 
problems  are  as  inevitable  as  death  and  taxes. 
You  can't  run,  but  you  can  hide...  behind  APC. 

In  the  next  three  months,  more 
THAN  30,000,000  PCs  WILL  be  hit 

BY  POWER  PROBLEMS... 

Who  needs  power  protection.'  If  you  use  a 
computer,  you  do.  A  study  in  a  recent  PCWcek 
showed  that  the  largest  single  cause  of  data 
loss  is  bad  power,  accounting  for  almost  as 
much  data  loss  as  all  other  causes  combined. 
Every  PC  plugged  into  an  outlet  is  vulnerable. 
In  fact,  you  have  better  odds  of  winning  the 
lottery  than  of  escaping  the  sting  of  power 
problems.  One  study  found  a  typical  PC  is  hit 


MICROSOFT 
WINDOWS 
Compatible 


If  computer 
power  problems 
are  the  least  of 
your  worries, 
you've  got  one 
chance  to  keep  it 
that  way... 


Read  this 


Getthis 


Source  Bell  Laborator' 

'>>.  u-hilc  the  nnt^ 
rqiicut  t\jH'  of  In 
hlcnis  jrc  sji^s' 


utions 


What  die  the 
myths  and 
i}ntsts  (if  PC. 
protection^' 
What  are  the  10 
most  eonwion 
p(nver 
protection 
nustakes;  The 
top  tips  for 
adding 
reliability  to 
your  LAN?  Get 
your  FREE  copy 
and  find  out! 


FREE  60-pg  Power 
Solutions  Handbook 

I   I  YES!  I'm  interested  in  learning  more  about  APC 
power  protection.  Please  send  the  name  of  my 
nearest  dealer. 

□  No!  But  I  would  like  a  FREE  Handbook. 


Name_ 


Title: 


Company 


Street/City/State 


Phone: 


Fax- 


Brands  of  UPS  used? 


#  servers/PCs  to  be  protected? 


How  APC'S  PATENTED  SaFEShIELD^ 
DESIGN  PROTECTS  YOUR  EQUIPMENT  ' 


Over  4,000,000 
Satisfied  APC 
Users... 
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suppressors  (which  protci-t  solely  ag.iinst 
hardware  daniajie)  are  literally  powerless  to 
protect  your  I'C  from  data  loss. 

That's  wh\  voii  need  iiistaiitaneous  battery 
backup  power  troiii  an  APC  Ltninterniptible 
I'ower  Supply  to  prevent  keyboard  lockups, 
data  loss,  and  crashes.  With  an  APC  UPS,  you 
j;et  SIX  tinics  the  protection  of  a  high-end  surge 
protector  for  little  more  than  twice  the  price. 
And  Si  l*-'  is  much  less  expensive  than  false 
peace  of  mind. 

APC  UPSs  carry  up  to  a  $25,000  lifetime 
guarantee  against  surge  damage  to  your 
properly  connected  equipment,  and  are 
available  to  suit  any  application,  from 
network  servers  and  PCa,  to  fax  and  satellite 
systems. 

Bulletproof  your  PC  with 

APC's  FULL  line  of  PROTECTION 

It  vou're  strictlv  concerned  about 
protecting  vour  hardware  trom  surges  alone 
(or  are  protecting  nonvolatile  applications 
such  as  home  electronics,  laser  printers)  choose 
from  AP(  "s  SurgeArrest  series.  APC's  surge 
suppressors  provide  the  highest  performance  in 
their  class  on  IEEE's  c]ualifying  tests,  and 
feature  APC's  exclusive  SafcShield  design  for 
sate  protection  backed  bv  a  lifetime  warranty. 
No  wonder  PC 'World  recommends  SurgeArrest 
for  maximum  protection. 

Eor  full  protection,  choose  from  APCTs  line 
of  Llnmterruptible  Power  Supplies.  For  .?86 
class  machines,  choose  from  our  250  Volt- 
Amp  models.  For  4S6  and  Pentium,  opt  for 
40()VA  or  6()()VA.  Recommended  models  give 
between  S-IO  miiuites  ot  battery  backup. 


Advice  from  the  computer  experts: 


"Don't  take  chances.  Get  the 
ultimate  protection...  from  APC." 

PCWORLD 

"****. ..Should  be  standard 
equipment  on  every  desktop... 
effective,  affordable, 
designed  to  last..." 
PC  Computing 

"UPS  POWER  protection  has  never 
been  cheaper  or  more 
convenient."  MacWeek 

"A  UPS  CAN  PAY  for  itself  THE 

first  time  it  saves  your  data." 
MacUser 


PC  World 

Top  20 
Upgrade 


[COMPUTE^ 


The  best  selling  protection  in  the  world  is  sold  worldwide: 

France  (+33)05.39.32.03  •  Germany  (+49)89  958  235  •  UK  (+44)  753  5  11022 
Middle  East/Africa  (+44)  753  51  1022  •  Italy  (+39)2  29  40  55  08 
Latin  America  (+1)401.789.5735  •  India  (+91)44  4341784 
Mexico  (+1)525  679  9586  •  Russia  (+7)09  53  66  2!  56 
Japan  (+83)5295  1988  •  (Ireland):  (+353)91  702000 
Visit  us  on  the  Web  at  www.apcc.com!! 


.4/'(,"s  unique  S^ifcShtcld  design  is  so  adi'anced,  it's 
hecn  gninli'd  U.S.  Piilenl  #  .542, 05.?.  In  addition  to 
d  iniiltistiige  protection  package,  SafeShield's  design 
provides  fail-safe  fusing  which  ensures  fire  safety, 
and  catastrophic  event  protection  to  ensure  that 
CiiuipmeiU  Is  s.ifr  iin.lri  .i/ix  circiinistaiices. 


Safe  AC 


AI'Cs 
SurgeArrest 
Scries  offers 
the  best 
value  per 
dollar  in  the 
industry,  up  to 
$ZS,000 
guarantee  for 
all  protected 
equipment,  and  is 
the  only  surge 
suppressor  to 
offer  patented 
SafeShield  design. 


Raw  AC 

however  if  you  desire  more 
runtime,  simply  choose  the  next  larger  model. 
For  sites  with  chronic  bad  power,  opt  for  our 
"PRCV  models. 

Finally,  network  environments  demand 
PowerChute  automatic  shutdown  software, 
while  any  modem,  fax,  or  data  lines  need 
ProtectNct  suppressors  to  prevent  "back  doer" 
surges  from  harming  your  hardware. 

Protect  yourself  or  kick 
yourself... 

It's  been  said  that  there  are  two  types  of 
computer  users:  those  who  have  lost  data,  and 
those  who  are  about  to.  Prevent  the  single 
largest  cause  of  computer  problems  and  join  a 
fast-growing  third  category:  those  who  protect 
their  PC's  with  the  most  reliable  protection  they 
can  buy:  APC  UPSs. 

Ask  for  APC  at  your  favorite  reseller.  At 
iust  $11*^,  an  APC  UPS  is  serious  protection  no 
serious  computer  user  should  be  without. 


AMERICAN  POWER  CONVERSION 

800-800-4APC 

A  puhlu  ix-liadcd  minpanv  (MASDAQ:  APCC) 
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!  :D  by  KEITH  H.  HAMMONDS 


KING  WELLS 
ILD  UP  ITS  BID 

^  FARGO'S  $10.6  BILLION 

was  pretty  attractive — 
)t  what  First  Interstate 
fi  mind.  So  on  Nov.  6, 
weeks  of  rumored  talks 
putative  white  knights, 
Interstate  revealed  a 
-approved  agr*eement  to 
i  with  Minneapolis-based 
Bank  System  instead. 
Jue:  $10.2  billion.  "Abso- 
'  compelling,"  First 
state  Chief  Executive 
tm  Siart  raved.  Inves- 
rere  less  impressed.  "It's 
tunate  the  First  Inter- 
board  isn't  thinking 
shareholder  value,"  says 
st  Thomas  Brown  of 
Idson,  Lufkin  &  Jem-ette 
ities.  They  want  Wells 
'eeten  its  offer,  and  ana- 


LOSING  BELL 


PULP  FICTION? 

,  it  certainly  looks  suspi- 
s.  In  the  nine  days  before 
rnational  Paper  announced 
52.7  billion  acquisition  of 
jral  Paper  Board,  normally 
;uid  Federal  Paper  sfiares 
:  up  27%.  IP  says  Federal 
reached  it  about  a  deal 
jnd  the  time  the  stock 
ted  its  spurt.  But  Federal's 
liability  was  no  secret, 
5  one  analyst:  "Federal  has 
n  the  perennial  buyout 
didate."  Federal  says  it 
aged  investment  bankers 
iths  ago.  "You  know  what 
pens,"  says  an  executive. 
lets  out." 


:T.  16.  '95  NOV.  /,  '95 

DATA;  BLOOMBERG  FINANCIAL  MARKETS 


lysts  say  a  new  bid  could  be 
up  to  $820  million  higher. 

CIRRUS' 

INVENTORY  SNAFU 

JUMPY,  JUMPY,  JUMPY.  ON 

Nov.  7,  chipmaker  Cirrus 
Logic  sent  technology  stocks 
reeling  with  its  news  that 
fourth-quarter  sales  growth 
would  dip.  Shares  of  Cirrus 
itself  dropped  30%,  to  $28. 
Cirrus'  pi'oblem:  One  buUish 
customer,  probably  Packard 
Bell,  overestimated  demand 
for  its  personal  computers, 
then  cut  chip  orders  when 
sales  failed  to  materialize. 
Rather  than  showing  imderly- 
ing  weakness  in  PC  demand, 
though,  analysts  suggest  it 
says  more  about  the  difficul- 
ties of  managing  inventories 
amid  red-hot  gi-owth. 

HUlZENGABIDS 
ADIEU  TO  VIACOM 

NO   ONE   EXPECTED  WAYNE 

Huizenga  to  play  second  fid- 
dle for  long — and  indeed,  the 
former  Blockbuster  Enter- 
tainment chief  executive  an- 
nounced his  resignation  Nov. 
6  as  vice-chairman  of  Viacom 
International,  which  bought 
Blockbuster  a  year  ago.  The 
smprise:  He  also  gave  up  his 
seat  as  a  Viacom  director. 
Huizenga  wants  to  spend 
more  time  on  other  business 
interests,  the  company  said. 
Certainly,  he  has  plenty  of 
those,  including  thi'ee  Florida 
pro  sports  teams  and  Repub- 
lic Waste  Industries,  a  vehicle 
for  his  entry  into  service 
businesses.  Analysts  theorize 
that  leaving  Viacom's  board 
may  allow  him  to  cash  in 
some  of  his  6.9  million  Via- 
com shares  without  the  re- 
quired insider  disclosure. 

A  TRICKY  TRADE  FOR 
USAIR  EMPLOYEES 

USAIR'S   EMPLOYEES  HAVE 

proved  doggedly  unwilling  to 


HEADLINER:  PAUL  O'NEILL 


SEE  WHAT  A  LIHLE  SHMOOZING  GETS  YOU 


When  Alcoa  Chairman 
Paul  O'Neill  has  a  ques- 
tion about  computers,  he 
often  as  not  calls  up  a 
well-placed  expert: 
Hewlett-Packard 
Chairman  Lewis 
Piatt.  For 
years,  the  two 
have  brain- 
stormed  about 
computers  and 
manufacturing. 
Indeed,  from  his 
lofty  post,  Piatt  personally 
handles  the  Alcoa  account. 
"He  gives  me  quarterly 
reports,"  says  O'Neill. 

This  week,  Piatt's  rela- 
tionship paid  off  big.  Alcoa 
announced  a  $150  million 
investment  in  a  communi- 
cations network  linking  its 
far-flung  operations — from 
mines  in  Australia  to  lap- 


tops  in  Tacoma,  Wash. — 
built  largely  around  hp 
technology.  While  banks 
and  computer  outfits 
have  created  simi- 
lar networks, 
most  companies 
in  basic  indus- 
tries are  only 
now  piecing  to- 
gether rudi- 
t""  mentary  webs. 

The  Alcoa  system 
will  replace  existing 
computers,  many  of  them 
Apples,  with  10,000  hp 
workstations  running 
Microsoft's  NT  operating 
system,  along  with  4.50 
servers,  hp  will  be  operat- 
ing the  system — which 
should  mean  that  O'Neill 
and  Piatt  will  be  exchang- 
ing plenty  of  E-mail. 

By  Stepiien  Baker 


make  the  wage  concessions 
that  would  shore  up  their 
troubled  canier  Would  they 
accept  substantially  lower  pay- 
checks for  a  new  owner? 
They'll  need  to  if  United  Air- 
lines is  to  make  an  offer  to 
acquii'e  usAii-,  says  ual  Chaii-- 
man  Gerald  Greenwald.  Unit- 
ed employees  took  pay  cuts 
averaging  15%  last  year;  he 
likely  would  demand  at  least 
that  much  from  usAir  work- 
ers. Greenwald  told  analysts 
on  Nov.  7  that  no  final  decision 
has  been  made  about  making 
an  offer — but  ual  executives 
have  promised  they  will  fish 
or  cut  bait  by  mid-November. 

THINKING  MACHINES 
THINKS  SOFTWARE 

THINKING  MACHINES,  WHICH 

flamed  out  in  1994  tiying  to 
pioneer  low-cost  supercom- 
puters, is  set  to  reemerge 
from  its  year  in  Chapter  11 — 
as  a  software  company.  Un- 
der a  plan  filed  on  Nov.  8, 


the  Bedford  (Mass.)  compa- 
ny will  market  its  proprie- 
tary software  to  computer 
makers  looking  for  a  jump 
start  into  massively  parallel 
processing.  That's  the  tech- 
nology, based  on  hundreds  of 
chips  working  in  tandem,  that 
Thinking  Machines  once  tried 
to  sell.  Customers  did  not  ar- 
rive in  ch'oves  back  then.  This 
time,  though,  Thinking  Ma- 
chines has  a  strong  partner: 
It  will  package  its  Global 
Works  progi'am  with  servers 
sold  by  Sun  Microsystems. 

ET  CETERA . . . 

w  Cordis  caved,  agreeing  to 
Johnson  &  Johnson's  hostile 
$1.8  billion  takeover, 
n  Lee  lacocca  sued  Chrysler. 
He  wants  to  exercise  stock 
options  worth  $42  million. 
m  Baseball  won  a  $1.7  billion, 
five-year  television  rights 
deal,  richer  than  expected. 
■  The  Thriller  sells  out:  Sony 
will  buy  Michael  Jackson's 
rights  to  Beatles  songs. 
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Fresh  Ideas 


.  New  Ways  of  Thinking, 
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kind  of  thinking  that  redefines  leadership  in  the  computing  marketplacei 


For  additional  information  about  the  Aspire  Minitower  Computer  or  to 
contact  a  retailer  near  you,  call  1-800-381-ACER.  Acer  Xpress  Faxback 
V   System  1-800-554-2494.  Acer  BBS  1-408-428-0140. 
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Washington  Outlook 


ITED  BY  OWEN  ULLMANN 


iW(  EVERYBODY  THINKS 
UBIN  IS  CRYING  WOLF 


I  the  battle  over  the  federal  debt  ceihng,  I'hetoric  fogs  re- 
ility.  Take  the  GOP  attacks  on  Treasury  Secretary  Robert 
i.  Rubin,  the  Clinton  Administration's  chief  strategist  for 
ding  off  a  default.  On  Oct.  30,  Senate  Majority  Leader  Bob 
e  (R-Kan.)  assailed  Rubin  for  being  "so  political  that  he 
sn't  have  a  lot  of  credibility."  But  the  next  day,  Dole 
ed  the  White  House  for  a  meeting  on  the  issue — and  in- 
ed  Rubin  attend.  "That's  just  the  way  Washington  works," 
s  a  bemused  Rubin  aide. 

Phe  danger  now  is  that  Washington  won't  work  the  way  it 
ays  has.  The  showdowii  pits  untested  players:  Rubin,  a 

II  Street  millionaire  with  little  experi- 
e  in  rough-and-tumble  politics,  against 
)ublicans  who  insist  a  few  missed  debt 
ments  are  a  small  price  to  pay  to  force 
sident  Clinton  to  accept  theii'  balanced 
get.  Rubin's  inexperience  and  GOP  stub- 
nness  have  brought  the  crisis  to  the 
ik:  Without  a  hike  in  the  debt  ceiling,  the 
asury  will  mn  out  of  cash  on  Nov.  15, 

perhaps  miss  $102  billion  in  payments, 
iging  the  markets  into  the  unknown. 
ED  SIGNALS.  Many  on  Wall  Street  are 
,  betting  on  Rubin,  the  fonner  co-chau"- 
1  of  Goldman,  Sachs  &  Co.,  to  sidestep  disaster  They  dis- 
nted  default  thi'eats  and  bid  up  U.  S.  secmities  until  Nov.  6, 
in  the  Treasmy  postponed  the  sale  of  $31.5  billion  in  notes, 
;ling  traders.  "Thanks  to  Rubin,  this  Treasuiy  is  more  at- 
ed  to  the  vibes  in  Wall  Street,"  says  David  C.  Munro  of 
:h  Frequency  Economics,  an  investment  consultant.  "There's 
tty  high  confidence  that  he  can  head  off  the  crisis." 
5ut  Rubin's  handling  of  the  politics  of  default  hasn't  in- 
•ed  the  same  confidence.  Since  July,  he  has  lobbied  the  Hill 
extend  the  debt  limit  but  has  failed  to  communicate  his 
se  of  m'gency.  At  a  late-October  meeting,  recalls  Represen- 
ve  L.  F.  Payne  (D-Va.),  Rubin's  dispassionate  argument 
>  that  "the  risk/reward  ratio  of  default  is  way  out  of 


WITH  GREENSPAN:  Shared  instinct 


whack."  Rubin  admits  to  a  "measured"  tone — until  Nov.  8, 
when  he  dispatched  aides  to  charge  that  "simply  outrageous" 
GOP  maneuvers  are  "greasing  the  skids  for  a  default." 

GOP  hard-liners  haven't  shown  similar  restraint.  Many  of 
the  party's  73  House  freslimen  swore  they  would  never  vote  for 
any  hike  in  the  debt  ceiling,  even  though  their  budget  plan  cre- 
ates $1.8  trillion  in  new  red  ink  for  Treasmy  to  finance.  "Some 
of  them  still  don't  imdei'stand  that,"  sighs  a  gop  staffer.  The  Re- 
publicans trotted  out  a  panel  of  respected  Wall  Streeters  to  ai'- 
gue  that  bond  buyers  would  igTiore  a  short  break  in  Ti'ea- 
siuy's  payments  if  the  reward  was  a  balanced  budget  by  2002. 

Some  argued  that  a  brief  default  would 
even  lead  to  a  decHne  in  interest  rates,  as 
bondholders  take  heart  that  Wasliington  is 
serious  about  balancing  the  budget. 
BACKUP  HELP.  At  crucial  moments,  Rubin 
has  gotten  a  credibility  transfusion  ft'om 
Alan  Greenspan.  The  Fed  chairman 
stressed  the  dangei's  of  default  in  Hill  tes- 
timony and  in  private  talks  with  Republi- 
cans. And  he  backed  the  Treasury's  esti- 
mates on  when  the  well  will  ran  dry  in  a 
key  meeting  with  Dole  and  House  Speak- 
er  Newt  Gingiich  (R-Ga.).  Still,  some  Ru- 
bin fans  fret  that  the  Fed  chief  hasn't  been  public  enough. 

The  showdown  is  fast  approaching.  The  House  was  set  to 
vote  on  Nov.  9  to  raise  the  debt  ceihng  until  mid-December 
But  the  measure  also  restricts  Rubin's  ability  to  tap  $1.2 
triUion  in  tnist  funds — cash  Wall  Street  is  counting  on  to  en- 
sm-e  bondholders  get  paid  even  if  Congi-ess  limits  borrowing. 

Rubin  says  he'll  advise  Clinton  to  veto  any  debt-ceiling  hike 
with  strings  attached.  Then,  he  says:  "The  choice  is  up  to 
them:  either  separate  the  debt  limit  from  the  budget  de- 
bate, or  put  the  country  in  a  very  dangerous  financial  situa- 
tion." Maybe,  but  until  Wall  Street  shows  some  real  con- 
cern, Rubin  has  a  hard  sell. 

By  Mike  McNamee 


CAPITAL  WRAPUP 


(ILLING  THE  KEHLE  BLACK 

For  several  years,  the  abc  news 
low  Prime  Time  Live  has  been  spy- 
g  on  congressional  junkets  paid  for 
f  business  lobbyists.  But  don't  look 
r  the  network  to  turn  its  undercov- 
•  cameras  on  itself.  Congress  Watch, 
Naderite  watchdog  group,  has  cited 
le  National  Association  of  Broad- 
isters,  of  which  abc  is  a  member,  as 
top  sponsor  of  such  junkets.  The 
AB,  which  has  a  lot  at  stake  in  the 
ilecommunications-reform  measure 
ending  in  Congress,  has  paid  for 


trips  to  Hawaii,  Amsterdam,  and  Las 
Vegas  for  members  of  the  House  tele- 
com subcommittee. 

A  VALUED  WORD 

►  Look  for  the  word  "values"  to  pop  up 
often  in  President  Clinton's  speeches. 
White  House  advisers  think  that  he 
has  a  winning  issue  in  attacking  the 
GOP  agenda  as  offensive  to  the  all- 
American  values  of  opportunity,  family, 
and  responsibility.  Pollster  Mark  Penn 
and  strategist  Frank  Greer  are  also 
urging  Cabinet  Secretaries  to  use  the 
buzzword  in  their  speeches. 


FDA  BE  NIMBLE.  FDA  BE  QUICK 

►  Congress  is  finally  moving  to  reform 
the  Food  &  Drug  Administration — 
cautiously.  Senator  Nancy  L.  Kasse- 
baum  (R-Kan.)  is  circulating  a  bill 
that  would  speed  up  fda  reviews  of 
drugs  and  medical  devices.  One  pro- 
posed change:  allowing  product  ap- 
provals after  one  major  clinical  trial, 
instead  of  the  current  two.  GO?  hard- 
liners and  some  industry  execs  favor 
more  radical  deregulation.  But  com- 
panies are  pleased  that  even  modest 
FDA  reform  is  under  way  at  last. 
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ASIA 


FREE-TRADE 
SHOWDOWN 

How  hard  will  the  U.S.  push  in  Osaka? 


Small  armies  of  Asian  officials,  of- 
ten helped  by  researchei's  fi'om 
Japan's  enormous  bureaucracy, 
have  been  shuttling  about  the  re- 
gion lately  to  talk  about  trade  problems 
ranging  from  wildly  different  customs 
rules  to  incompatible  telephone  net- 
works. The  reason  for  the  scun-ying  is 
the  Nov.  19  summit  in  Osaka,  where  16 
Pacific  Rim  heads  of  state  will  discuss 
plans  for  achieving  free  trade  in  the 
world's  most  dynamic  region  by  2020. 
This  ambitious  goal  was  adopted  by 
the  Asia-Pacific  Economic  Cooperation 
(APEC)  fonim  last  year  in  Bogor,  Indone- 
sia. Now  it's  time  to  take  the  first  steps 
to  make  it  happen. 

That's  what  makes  it  a  defining  mo- 
ment for  APEC  and  one  that  will  affect 
Asia's  economic  vitality.  The  central 
question  in  Osaka  will  be  whether  to 
take  the  plimge  with  a  deal  to  dismantle 
all  Asian  trade  barriei's  across  every 
industry  by  2020.  Or  should  Japan  and 
other  countries  be  allowed  to  exempt 
"sensitive  sectors,"  such  as  agriculture? 

American  officials  have  prepared  a 
tough  line  for  President  Clinton  as  he 
gears  up  for  his  Osaka  trip.  If  Japan 


can  exempt  agiicultm-e,  argue  U.  S.  free- 
ti'aders,  the  bold  blueprint  from  Bogor 
won't  mean  much.  Instead,  progress 
could  bog  down  as  special  interests  in 
each  country  pressure  leaders  to  get 
their  own  industries  exempted.  "Aus- 
tralia will  pull  motor  vehicles  off  the 
table,  and  we'll  pull  textiles,"  warns  a 
senior  Clinton  Administration  official. 
"The  only  thing  left  to  talk  about  will  be 
widgets."  Australia,  Indonesia,  Singa- 
pore, and  Thailand  support 
the  no-exemptions  stand. 

If  Washington   rejects  "We  simply  can't 
compromise,  however,  the 
lisk  is  that  the  Osaka  meet- 
ing will  be  portrayed  as  a 
failure.  That  could  be  short- 
sighted because  it  would 
overshadow  some  very  real 
progress  that  is  occurring  (table).  A 
breakdown  blamed  even  in  part  on 
Washington's  heavy-handedness  also 
could  hurt  the  U.  S.  both  diplomatically 
and  economically. 

Washington  needs  to  understand, 
some  Asians  argue,  that  the  real  force 
behind  trade  liberalization  is  self-inter- 
est. Most  Asian  nations  realize  that  to 


commitment"  on 
cutting  rice  tariffs 
says  one  official 


ASIA'S  TRADE  PROGRESS 

Even  if  Asian  leaders  don't  agree  on  completely  open  markets 
at  their  Nov.  19  summit  meeting  in  Osaka,  the  region  is  already 
showing  signs  of  progress: 

•  Many  countries  are  liberalizing  their  financial  sectors  and  opening  telecommu- 
nications and  power  monopolies  to  local  and  foreign  investors 

•  Particularly  within  Southeast  Asia,  countries  are  lowering  their  tariff  barriers  to 
both  manufactured  and  agricultural  goods 


•  The  Asians  are  making  strides  in  standardizing  customs  regulations  as  well  as 
quality  and  safety  product  codes 

®  Foreign  investment  rules  are  becoming  clearer 


DATA;  BUSINESS  WEEK 


keep  growth  rolling  tli 
need  to  make  progit 
opening  mai'kets  in  then- 
gions.  Governments  a 
recognize  that  long-coddl 
local  industries  must  so 
be  able  to  meet  the  inten 
tional  competition.  So  lej 
ers  from  Indonesia,  Th; 
land,  and  even  the  Philippines  have 
jumped  on  the  free-trade  bandwagor 
SWIFT  PROGRESS.  Even  without  fom 
APEC  agi'eements,  Asian  countries  a 
slashing  tariffs,  deregulating  their  fiii£ 
cial  sectors,  and  opening  telecom  a: 
power  monopohes  to  local  and  forei 
investors.  Progress  has  been  swifte 
among  the  seven-country  Association 
South  East  Asian  Nations  (aseai 
which  includes  Indonesia,  Singapo] 
Thailand,  the  Philippines,  Malaysia,  Vii 
nam,  and  Brunei.  In  its  bid  to  form 
common  market  of  420  million,  ase 
last  year  agi'eed  to  push  up  its  deadli 
by  five  years,  to  2003,  for  slashing  mi 
tariffs  on  manufactured  goods  to 
higher  than  5%. 

Acting  individually,  Indonesia  in  M 
announced  a  plan  to  slash  tariffs 
6,000  items,  by  as  much  as  35%.  It  al 
shaiply  reduced  import  barriers  in  str 
tegic  sectors  such  as  petrochemica 
wood  products,  and  cars.  Thailand  h 
announced  a  five-year  plan  for  sweepiif 
financial  deregulation.  Even  countri^ 
with  economies  as  primitive  as  Vie 
nam's  are  starting  to  make  moves 
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For  its  part,  apec  is  starting  to  show 
progress  in  a  number  of  unsung  but  im- 
portant fronts.  For  example,  10  working 
groups  are  preparing  action  plans  to 
harmonize  areas  such  as  customs,  prod- 
uct quality  and  safety  standards,  tele- 
communications systems,  and  invest- 
ment rules,  which  vary  widely  across 
Asia  and  North  America.  Simply  col- 
lecting data,  let  alone  suggesting  poh- 
cies,  has  been  a  formidable  task.  Tokyo 
has  offered  a  gi-ant  of  nearly  $100  mil- 
lion to  dramatically  boost  the  budget  of 
APEC's  Singapore-based  secretariat  of- 
fice, which  now  has  just  $2  million  and 
32  full-time  staff. 

NOT  SEXY.  This  work  will  benefit  com- 
panies in  the  region.  One  initiative:  to 
get  APEC  to  agree  on  health,  safety,  and 
quality  standards  that  make  exporting 
across  the  Pacific  Rim  less 
costly  and  time-consuming. 
APEC  hopes  to  achieve  com- 
mon standards  within  thi"ee 
years  for  electrical  apphanc- 

es,  plastic  toys,  and  label-  andJapan are 
ing  on  packaged  foods,  setting  up  shop  in 


OPEN  ARMS 


Financial  institu- 
tions from  the  U.S 


)en  up  to  foreign  financial  institutions. 
The  reforms  are  paying  off.  Trade 
ithin  Southeast  Asia  surged  41%  last 
iar,  to  $118  billion.  And  when  asean 
3ads  of  state  meet  again  in  Bangkok 
1  Dec.  14,  they  will  consider  a  proposal 
I  push  the  deadline  up  again  to  2000. 


Singapore-based  director-general  of  the 
Pacific  Economic  Cooperation  Council, 
which  represents  private-sector,  govern- 
ment, and  academic  groups.  "But  this  is 
where  apec  can  really  smooth  the  path 
for  the  average  company  and  cut  the 
cost  of  doing  business." 


To  bolster  the  trade  reformers,  the 
challenge  at  Osaka  will  be  to  create  an 
artful  compromise.  For  now,  Japan  is 
showing  little  sign  of  budging  on  agricul- 
ture. With  his  ruling  coalition  on  the 
brink  of  collapse.  Prime  Minister  Tomi- 
ichi  Murayama  is  too  weak  to  give  much 
gi'ound  on  the  emotional  issue  of  rice 
imports.  "We  think  that  in  the  process 
of  liberalization,  we  have  to  be  practi- 
cal," says  Katsuhisa  Uchida,  a  key  For- 
eign j\ifairs  Ministry  official.  "We  simply 
can't  make  a  commitment"  on  cutting 
rice  tariffs.  South  Korea  and  China  also 
say  they  won't  budge  on  agi'iculture. 

The  goal  will  be  to  finesse  the  word- 
ing of  the  Osaka  declaration  so  that 
Asian  politicians  have  the  flexibility  to 
wait  until  the  timing  is  right  to  open 
sensitive  sectors — without  letting  them 
off    the    hook  entirely. 
"Everyone  recognizes  that 
all  of  us  have  different 
problems  at  different  times 
in  different  sectors  for  dif- 
ferent reasons,"  says  Tony 
Miller,  Hong  Kong's  chief 
trade  negotiator.  "But  that 
doesn't  mean  excluding  an 
industry  forever  and  ever." 

Therein  hes  some  room 
for  maneuver.  For  Japan, 
which  now  regards  Asia  as 
its  main  engine  of  growth, 
being  blamed  for  a  disap- 
pointing simimit  could  deal  a 
serious  blow.  Even  Beijing, 
the  least  enthusiastic  backer 
of  apec's  free-trade  goals, 
has  come  to  realize  it  must 
be  involved  if  it  wants  to 
be  perceived  as  a  respon- 
sible superpower. 

Any  compromise  that 
emerges,  however,  is  likely 
to  fall  short  of  the  ambi- 
tious pace  and  concrete 
guarantees  Washington  has 
been  insisting  on.  That 
shouldn't  be  considered  a 
disaster,  and  U.  S.  negotia- 
tors are  quietly  beginning 
to  signal  they  understand 
that.  In  Asia,  where  person- 
al tnast  is  key,  it  will  be  dif- 
ficult for  leaders  to  go  back 
on  the  promises  they  made 
last  year  in  Bogor.  "In 
Asia,"  says  apec  Executive 
Director  Shojiro  Imanishi,  "shame  is 
more  effective  than  legal  processes." 
That's  why  it's  time  for  the  Americans 
to  play  the  game  by  Asian  rules. 

By  Pete  Engardio  in  Singapore,  with 
Brian  Bremner  in  Tokyo  and  Susan  B. 
Garland  in  Washington 
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IN  THE  MIDDLE  EAST. 
'PEACE  IS  NOW  IRREVERSIBLE' 

Despite  Rabin's  shooting,  Arab  and  Israeli  business  leaders  remain  optimistic 


Benny  Gaon,  CEO  of  Koor  Indus- 
ti'ies  Ltd.,  Israel's  largest  con- 
glomerate, was  pitching  a  $150 
million  stock  offering  to  a  gi'oup 
of  investors  in  upstate  New  York  on 
Nov.  4  when  the  news  broke  that  Israe- 
li Prime  Minister  Yitzhak  Rabin  had 
been  felled  by  a  right-wing  assassin. 
Gaon  stopped  everything  and  flew  back 
to  Israel  for  his  old  fiiend's  funeral.  But 
hours  later,  the  saddened  Gaon  was  re- 
tiUTiing  to  the  U.  S.  to  continue  his  road 
show.  "Despite  the  tragedy,  we  must 
move  ahead,"  says  Gaon. 

The  shock  of  Rabin's  assassination 
demonstrates  once  again  how  volatile 
Middle  East  politics  can  be.  But,  as 
Gaon's  determination  to  get  back  to 
business  shows,  the  powerful  political 
and  economic  forces  driving  the  peace 
process  are  unlikely  to  ease  up.  The 
presence  of  such  leaders  as  President 
Clinton,  Egypt's  Hosni  Mubarak,  and 
Jordan's  King  Hussein  underscored  the 
point.  And  business  leaders  are  getting 
the  message.  "Peace  is  now  irrever- 
sible," says  Zeyad  0.  Salah,  a  Jorda- 
nian industriahst  who  nms  one  of  his 
country's  largest  construction  compa- 
nies. Salah — an  ethnic  Palestinian,  like 
most  of  Jordan's  4  million  people — has 
been  busy  cultivating  his  Israeli  busi- 
ness contacts  in  recent  months.  "We 
have  to  ensure  that  the  process  will  be 
even  stronger  than  before." 
NO  OPTION.  Investors  I'ockon 
govei'nments  in  the  region 
don't  have  any  real  alterna- 
tive to  peace.  That's  one  rea- 
son Jordan's  stock  exchange 
dipped  less  than  1%  in  the 
three  days  after  the  shoot- 
ing. The  Tel  Aviv  exchange 
went  down  3%  the  day  af- 
ter the  murder,  but  bounced 
back. 

Aj-ab  governments,  espe- 
cially, are  hoping  for  a  peace 
dividend.  As  Israel  has 
boomed  in  recent  years,  war- 
weary  states  such  as  Jordan 
and  Egy})t  realized  that  they 


CLOSER  TIES:  The  recuni 
tunioiit  for  an  Israeli 
state  funera I  included 
Carter,  Peres,  and 
Jordan's  Queen  Noor 
and  King  Hussein 
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could  no  longer  afford  ruinous  levels  of 
defense  spending  and  that  they  would 
fall  hopelessly  behind  if  they  didn't  at- 
tract foreign  investment. 

Still,  the  loss  of  Rabin,  a  tough-talk- 
ing ex-general,  will  be  hard  to  over- 
come— because  Israelis  trusted  him  not 
to  give  too  much  away  to  the  Arabs. 
Acting  Prime  Minister  Shimon  Peres, 
considered  too  dovish  by  many  Israelis, 
faces  a  formidable  challenge  in  piu'suing 
negotiations  vdth  the  Palestinians  and 
trying  to  cut  a  deal  with  Syi'ia's  Presi- 
dent Hafiz  Al-Assad.  To  bolster  his  cred- 
ibility, Peres  is  likely  to  install  Ehud 
Barak,  a  former  Israeli  army  chief  of 
staff  and  current  Interior  Minister,  as 
Defense  Minister.  He  is  also  likely  to 
bring  back  to  the  Cabinet  Haim  Ramon, 
the  popular  Histadint  chief  who  walked 
out  of  the  govei-nment  two  years  ago. 
FULL-PAGE  ADS.  One  gi'oup  Peres  can 
count  on  for  sujjport  is  Israel's  increas- 
ingly influential  and  powerful  business 
community.  In  the  days  leading  up  to 
the  peace  rally  in  Tel  Aviv  where  Rabin 
was  shot,  for  example,  top  business 
leaders  such  as  Gaon,  Africa-Israel  In- 
vestment chief  Shlomo  Grofman,  and 
Bank  Hapoalim  ceo  Amiram  Sivan 
placed  big  newspaper  ads  in  supjjort  of 
the  peace  process.  Many  moi'e  turned 
up  at  the  rally  itself. 

Business  support  for  an  entente  with 
the  Ai'ab  world  is  not  smprising.  Oppor- 
tunities aiising  from  the  process  helped 
produce  white-hot  economic  growth, 
which  this  year  will  hit  7%  in  Israel. 
"In  the  long  tenn,  everything  depends 
on  continuation  of  the  peace  process," 
says  Galia  Maor,  the  recently  appointed 
head  of  Tel  Aviv's  Bank  Leumi. 

No  one  has  pulled  back  from  a  busi- 
ness project  in  Israel  as  a  result  of  Ra- 
bin's mui'der.  Intel  Corp.,  for  example,  is 
pr'essing  on  with  plans  to  build  a  .$1.6 
bilhon  flash-memory-chip  plant  in  Israel, 
one  of  the  company's  largest  invest- 
ments outside  the  U.  S.  "Ironically,  the 
assassination  will  lead  to  fur'ther  eco- 
nomic br-eaktlii-oughs  to  move  the  peace 
process  along,"  says  Dov  Fi'ohman,  gen- 
er'al  manager  of  Intel  Isr'ael  Ltd.,  which 
ah'eady  has  two  other'  oper*ations  in  the 
countr-y. 

Within  hour's  of  Rabin's  killing,  In- 
ventech  Industr-ial  Ventures,  a  Tel  Aviv 
high-tech  group,  r'eceived  faxes  from 
partner's  at  Japanese  consumer-electron- 
ics giant  Kenwood  Corp.  expr'essing  con- 


dolences and  confiiTning  that  they  want- 
ed to  go  ahead  with  a  $20  million  Israe- 
li ventur'e-capital  fund.  "They  wanted 
to  I'eassur'e  us  that  they  wer'e  still  com- 
mitted," says  Amiram  Shore,  an  Inven- 
tech  partner". 

The  power'ful  trade  relationships  that 
Rabin  and  Peres  helped  for'ge  with 
countries  such  as  China,  India,  Japan, 
and  South  Korea — all  of  which  once 
scor'ned  the  Jewish  state  as  a  pariah — 
will  pr'obably  get  str'onger.  A  Rabin-led 
delegation  of  Isi-aeli  i^oliticians  and  busi- 


the   regions   controlled   by  Yan 
Ai'afat's  Palestinian  National  Authdt 
this  feverish  activity  is  bound  t. 
crease.  Abdelhadi  is  currently  i  c 
seeing  $60  million  in  hotel  investn  n 
in  the  West  Bank  and  Gaza  Str-iji. 
EUROPEAN  HELP.  Washington  is 
backing  the  establishment  of  a  .M  , 
East  Development  Bank,  which  -I 
support  Palestinian  business  initia 
with  loans  in  the  coming  years.  Int( 
tional  donors  have  pledged  mor-e  tli; 
billion  in  assistance  to  the  Palest  in;: 


CONCRETE  STEPS:  Only  peace  can  bring  prosperity  to  Palestinians  in  Gaza 


ness  leaders  to  Seoul  late  last  year,  for 
example,  induced  Kor'ean  chaebol  Sam- 
sung Gr'oup  and  Hyundai  Cor-p.  to  set 
up  shop  in  Isr'ael.  This  year,  Israeli  ex- 
ports to  Kor'ea  will  pr'obably  top  $250 
million,  up  fr'om  almost  nothing  just 
three  year's  ago. 

Despite  these  encouraging  develop- 
ments, one  nagging  pr'oblem  has  been 
that  only  Isr'ael  has  reaped  any  eco- 
nomic benefits  so  far  fr'om  the  peace 
process.  But  that's  star-ting  to  change. 
Nasser  I.  Abdelhadi,  a  young  West 
Bank  Palestinian  businessman  who  has 
been  bitteriy  opposed  to  Isr'aeli  occupa- 
tion, is  star'ting  to  see  a  payoff  at  Arab 
Hotels  Co.,  which  he  founded  early 
this  year.  At  the  company's  Al-Qasr 
Hotel  in  the  West  Bank  town  of  Na- 
blus,  once  a  hotbed  of  the  intifada, 
rooms  are  over-booked  by  70%,  as  busi- 
nesspeople  come  pouring  in.  With  .$300 
million  in  aid  starting  to  flow  through 


A  further  upbeat  sign  is  the  E 
pean  Union's  four-year,  $12  billio: 
nancial-aid  pr-ogram  for  North  Ai 
and  the  Middle  East:  Appr-oval  is 
pected  this  month.  The  aid  will 
Eur-ope's  southern  flank  a  shot  of 
same  economic  help  that  Eastern 
rope  has  enjoyed  fr-om  Brussels  s 
the  collapse  of  communism  in  1 
Free-trade  agreements  between 
rope  and  key  Middle  Eastern  st; 
ar-e  likely  to  be  signed  over  the  i 
few  years,  leading  to  a  surge  in 
por-ts  from  the  region. 

So,  while  Rabin's  death  was  a 
cious  blow  to  the  peace  pi'ocess,  a  \ 
r'ange  of  governments  and  businei 
now  has  a  big  stake  in  moving  ahi 
That  is  why  Rabin's  assassination  w 
succeed  in  its  aim  of  stopping  the  el 

By  John  Rossa^it  and  Neal  San 
in  Jerusalem.,  and  Kirk  Albrecht 
Amman 


Rabin's  death  will  be  hard  to  overcome:  Most  Israelis 
trusted  him  not  to  give  away  too  much  to  the  Arabs 
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-low  DID  SOMETHING  SO  LARGE  AND  HARD  TO  MOVE  GET  WHERE- 
IT  IS  TODAY?  A  QUESTION  TO  ASK  YOUR  INSURANCE  COMPANY 


Sign  on  with  most  large  insurance  companies,  and  you  may  find  tliem  curiously  unresponsive.  But 
General  Accident  Insurance.  Before  you  ever  need  to  make  a  claim,  we'll  send  a  team  of  underw  riters, 
ms  specialists  and  loss  control  experts  to  examine  your  business.  To  make  suggestions  that  could  save 
I  money  on  your  insurance.  Or  even  help  save  your  property. 

To  learn  about  our  entire  line  of  commercial  insurance  products,  talk  to  an  Independent  Agent  or 

I 

s  us  a  call.  You'll  find  we  have  $6  billion  in  assets.  Global  capabilities.  An  A+  (Superior)  rating  from 
[.  Best,  a  national  insurance  rating  service.  And  a  dedication  \  GENERAL 

f   -^/W  ACCIDENT 

lelping  our  customers  that's  positively  carved  in  stone.  'S^I  W  INSURANCE 
►  1-800-606-4233 


IntematimalJBusi 


INDONESIA 


GOLD  RUSH 
IN  NEW 


But  a  Stone  Age  tribe  and 
environmental  concerns 
threaten  Freeport-McMoRan's 


mining  of  a  fabulous  treasure 


Captaul  IvalfUis  Jcintiiipa,  a  4:i-,\X';u- 
old  guerrilla  of  the  Free  Papua 
Movement,  looks  out  from  a 
thatched  hut  over  a  well-guarded 
mountainside  in  Irian  Jaya,  Indonesia. 
He  and  fellow  guenillas  want  to  drive 
out  New  Orleans-based  Freeport-Mc- 
MoRan  Copper  &  Gold  Inc.,  which  has 
invested  $2.8  billion  there  to  mine  the 
world's  lai'gest  gold  deposit.  "We're  using 
spears,  bows,  airows,  and  knives,"  says 
the  beai'ded  Amungine  tribesman,  wear- 
ing an  ohve-drab  cap  and  wielding  his 
palm-wood  bow  and  bird-hunting  aiTows. 
"When  the  military  is  asleep,  we'll  take 
their  gims." 

Conflict  with  the  Amungine,  who  are 
just  emerging  fi'om  the  Stone  Age,  could 
spell  big  trouble  for  Freeport.  Since  the 
mui'der  of  a  Freeport  employee  by  guer- 
rillas a  year  ago,  the  company  has  said 
the  concession  ai*ea  is  under  control.  "We 
have  an  excellent  relationship  with  the 
chiefs  of  the  tribes,"  says  Senior  Vice- 
President  Thomas  J.  Egan,  who  is  based 
in  New  Orleans.  Any  reports  of  civil  mi- 
rest  are  "certainly  not  the  case,"  he  says. 
CHUMP  CHANGE.  But  in  the  eyes  of  the 
Amungme,  Freeport  and  the  Indonesian 
government,  which  owns  a  share  in 
Freeport's  local  subsidiaiy,  are  getting 
rich  off  their  ancestral  land  in  exchange 
for  mere  consolation  ])rizes  such  as  jobs 
and  fr*ee  medical  care.  As  they  become 
more  worldly,  many  Amungme  are  in- 
creasingly resentful.  Environmental  prob- 
lems also  are  looming  larger  One  of  the 


TROUBLE 
IN  EL  DORADO 

1962  Indonesia  annexes  former 
Dutch-held  western  New  Guinea  with 
its  big  Ertzberg  gold-copper  deposit. 
Renames  territory  Irian  Jaya. 

1967  President  Suharto  signs 
his  government's  first  foreign  joint 
venture  with  Freeport  to  develop 
Ertzberg. 

1974  Pact  with  Amungme  tribe 
lets  Freeport  mine  on  its  lands  in 
return  for  community-development 
program. 

1988  Freeport  discovers  Grasberg, 
world's  biggest  gold  deposit. 
Subsidiary  Freeport-McMoRan 
Copper  &  Gold  goes  public. 

1994  Free  Papua  Movement  rebels 
gun  down  Freeport  employee. 
Freeport  calls  in  Indonesian  army. 
Troops  kill  at  least  16  tribespeople. 

1995-JULY  Freeport  brings  in  British 
mining  giant  RTZ  as  a  strategic  partner. 

1995-OCT.  U.S.  Overseas  Private 
Investment  Corp.  cancels  Freeport's 
$100  million  political  insurance 
because  of  environmental  problems 
at  Grasberg. 

DATA-  BUSINESS  WEEK 


company's  poluical-nsk  insurain 
cies  has  just  been  canceled  by  tlh 
Overseas  Private  Investment  Corn 
cause  Freeport's  operations  are  cmv 
envh'onmental  damage,  opic  sa> 
For  the  Indonesian  governmt^i 
dling  the  tense  situation  smrouniln 
largest  single  foreign  investor  will 
cnicial  test  of  its  chive  to  attract  H'- 
vestment.  For  Freeport-McMoR;r 
per  &  Gold,  which  was  spun  off  I;; 
fi-om  pai-ent  Freeport-McMoRan  li 
stakes  are  enormous.  All  of  its  cu  l' 
in  tliis  Indonesian  basket,  accoidii 
San  Francisco-based  investment 
Robertson  Stephens  &  Co.  The  l: 
foot-high  Grasberg  gold  and  copjicr 
and  supporting  infrastructure  ;ii 
company's  only  big  assets. 

The  prize,  if  Freeport  can  ovi  i  ' 
these  problems,  is  a  fabulous  iiv: 
of  mineral  resoiux-es  in  Irian  J;i\:i 
western  half  of  the  island  of  New  <  in 
This  year  alone,  Grasberg  will  \  ifli 
million  ounces  of  gold  and  975  m 
pounds  of  copper  with  a  total  m. 
value  of  $1.76  billion,  according 
P'reeport  officials. 

Freeport  has  been  in  Indonesi;i  ; 
the  1960s,  when  President  Suh 
signed  the  countiy's  first  foreign 
venture  with  a  predecessor  conip.in 
the  1980s,  Freeport  found  Grasbt-i" 
enough  j^roven  resei-ves  to  last  luUil 
at  euri'ent  levels  of  pi'oduction. 

To  tap  this  bounty,  Freepoil  is 
panding  furiously.  It  boosted  out|>u 
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GABELLI 


FUND 

"At  Gabelli  Funds  we  do  bottom- 
up  research.  We  read  annual 
reports,  visit  the  competition, 
talk  to  customers  and  meet  the 
management  of  a  company 
before  we  invest." 

"  We  look  for  a  catalyst- 
something  happening  in  the 
company  or  industry  that  may 
create  value. " 

"In  1986,  we  created  The  Gabelli 
Asset  Fund  to  make  the 
expertise  of  Gabelli' s  dedicated 
research  analysts  available 
to  help  you  pursue  your  long- 
term  investment  goals. " 

-  Mario  J.  Gabelli,  CPA 

Portfolio  Manager 


Gabelli  Asset  Fund  is  a  no-load 
mutual  fund  that  seeks  growth 
of  capital  through  investment  in 
a  diversified  portfolio  of 
companies  selling  below  their 
private  market  value. 


For  a  prospectus,  please  call: 


1-800-GABELLI 

(1-800-422-3554)  •  Fax:  (914)  921-5118 
Internet  Address:  http://www.gabelli.com 


omplete  and  mail  this  coupon  to: 

abeiii  &  Company,  Inc.,  One  Corporate  Center, 

ye,  New  York  10580 

rFax:  1  (914)921-5118 

le  prospectus  contains  more  complete  information, 
eluding  fees  and  expenses,  and  should  be  read  carefully 
ior  to  investing  or  sending  money. 


Gabelli  Asset  Fund 

One  Corporate  Center  •  Rye,  NY  10580 

Please  send  more  information  and  prospectus  to: 

Name 


BWII-2() 


Address. 
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State 


Zip 


International  Business 


I 


nearly  90%  last  April,  raising  the  pro- 
jected 1995  income  of  Freeport-Mc- 
MoRan  Copper  &  Gold  to  $332  million 
from  $130  million  in  1994,  according  to 
Smith  Bamey  Inc.  The  company  is  trad- 
ed on  the  New  York  Stock  Exchange. 

Hoping  to  head  off  further  unrest, 
Freeport  is  spending  $14  million  a  year 
on  community  development  for  the 
Amungme,  from  housing  to  schools  and 
clinics.  But  the  Amungme,  who  number 
just  8,000,  are  waking  up  to  the  riches 
around  them.  They  are  starting  to  ask 
why  Freeport  has  built  clapboard  shacks 
for  them  but  luxuiy  aj^artments  and  a 
U.  S.-style  shopping  mall  for  its  staff  in 


dump  more  than  100,000  tons  of  gi'ay, 
dusty  tailings  into  local  rivers  every  day. 
The  Indonesian  Foinom  for  Environment, 
a  nongovernment  agency  partly  funded 
by  the  U.  S.  Agency  for  International 
Development,  says  the  tailings  are  toxic 
and  ai'e  killing  fish  and  razing  vast  tracts 
of  rain  forest. 

The  company  has  repeatedly  denied 
such  charges.  "Tliere  is  no  toxicity,"  says 
Egan.  The  mine  tailings,  he  insists,  are 
"inert  sand,  the  same  material  that  wash- 
es down  a  mountain  without  a  mine." 
But  OPic  says  Fi'eeport  breached  its  $100 
million  contract  for  political-risk  insur- 
ance by  shaiply  increasing  the  amount  of 


UNEVEN  EXCHANGE?  Freeport  provides  clapboard  housiny,  school. s,  and  cinucs 


the  town  of  Tembagapura  at  the  other 
end  of  Waa  Valley.  "Freeport  promised 
me  a  good  house.  This  is  not  a  good 
house,"  says  Tuarek  Natkime,  chief  of 
Waa  Valley,  gesturing  at  the  giimy  walls 
of  his  living  room. 

Sympathy  for  the  guerrillas  is  per- 
vasive. Out  of  earshot  of  Freeport  em- 
ployees, young  Amungme  men  wearing 
feathers  and  penis  guards  made  of  or- 
ange gourd  shells  proudly  announce:  "I 
am  opm" — the  Indonesian  initials  for  the 
Free  Papua  Movement,  a  scattered  band 
of  secessionist  guemllas  that  has  been 
blamed  for  last  November's  attack. 

After  the  attack,  Freeport  asked  for 
the  army,  and  30  troops  were  sent  in. 
The  crackdown  left  at  least  16  tribesmen 
dead  and  4  missing.  Indonesia's  govern- 
ment-appointed National  Commission  on 
Human  Rights  concluded  after  an  inves- 
tigation that  Freepoit  was  not  responsi- 
ble for  abuses  committed  by  the  army. 

But  the  bloodshed  has  helped  spur 
fresh  criticism  from  environmentalists 
and  aid  agencies.  Freeport's  ore  mills 


ore  processed.  The  massive  taihngs  dis- 
chai'ges  harni  the  Ajkwa  River  and  low- 
land I'ain  forests,  the  agency  says,  caus- 
ing an  "environmental,  health,  or  safety 
hazard  in  Irian  Jaya." 

Egan  says  the  OPic  insurance  is  "not 
financially  significant"  to  the  company. 
Freeport  also  has  a  $50  million  political- 
risk  policy  vrith  a  World  Bank  affiliate 
and  policies  with  private  insurers  for 
undisclosed  amounts. 

To  help  control  the  flow  of  tailings, 
Freeport  built  levies  earlier  this  year  to 
contain  the  discharges  in  a  naiTow  chan- 
nel to  the  sea  instead  of  allowing  them  to 
spread  through  lowland  forests.  And  it 


Freeport  admits  land 
boundaries  were  never 
set,  and  the  Amungme 

want  to  renegotiate 


started  replanting  exotic  tropical 
and  grass  on  mounds  of  dry  tailing 

However,  many  contentious  is 
such   as   land   rights,  remain. 
Amungme  have  no  concept  of  land 
ership  that  can  be  translated  into 
pensated  exchange  under  Indonesia! 
So  in  the  early  1970s,  Freeport  go 
lage  chiefs  to  let  the  company  oc^ 
then-  ancestral  land  in  retum  for  - 
munity  development. 

Now,  without  knovring  where  tn  : 
tribal  leaders  say  they  want  to  rem 
ate.  Stan  Batey,  a  Freeport  comiiiu 
development  supervisor,  admits  tin 
pany  made  a  grave  mistake  1>  . 
clearly  marking  land  boundaries  n 
early  1970s.  Freeport  officials  s;i.\ 
are  considering  making  amends  1)\ 
ting  up  a  tnist  fund  in  the  name  > 
Amungme  council  of  elders  that 
hold  shares  of  R  T.  Freeport  In; 
and  thus  give  the  community  moi  i 
VOLATILE  CALM.  Considering  the  i  >■  ■ 
of  the  situation,  Suharto  is  kec: 
low  profile  in  the  debate  over  tlr 
national  asset.  The  Indonesian  l 
ment  sees  Irian  Jaya  as  a  benchiii 
its  ability  to  keep  the  lid  on  racial, 
gious,  and  political  tension  in  a  ii:. 
of  some  300  diverse  ethnic  gi'oup 
also  wants  to  keep  economic  di 
ment  on  course.  Freeport  employe 
Indonesians,  predominantly  frdin 
main  island  of  Java.  And  indirc: 
Freeport  creates  40,000  more  li 
tlirough  domestic  procurement.  Witha 
April's  production  increase,  the  v:<>\ 
ment  can  expect  to  earn  $250  millr 
year  in  royalties,  coiporate  taxes, 
dividends  from  Freeport. 

If  stability  can  be  maintained,  th(  ■  i 
pany  will  get  a  crack  at  develoiMni . 
entire  province  on  behalf  of  the  Ind 
sian  government.  But  young,  artii-t 
Amungme  say  they  want  Freepdi  i 
the  Indonesian  government  to  gi  i 
of  Irian  Jaya.  Many  are  Freepoi  i 
ployees,  such  as  Silas  Natkime,  tin 
yeai -old  son  of  the  Waa  Valley  chii  f, 
earns  $;380  a  month  as  a  Freeport  \\  < 
"I  don't  need  money,"  says  Natkinir, 
gives  liis  paycheck  to  fiiends  and  l;; 
"I  want  the  river's  color  back." 

As  long  as  the  Amungme  remain  i 
war  footing,  Freeport  will  have  i  i ' 
more  to  come  to  temis  with  thein. 
how  much  of  its  wealth  can  the  comji) 
share  with  locals  without  causing  < ' 
more  of  a  social  upheaval?  "The 
still  out,"  says  community  devi  ii  . 
Batey.  Others  would  say  it's  waitinjiO 
the  mountainside. 

By  Michael  Shari  in  Irian  Jai/a. 
Gary  McWilliams  in  Houston  ami  : 
Crock  in  Washington 
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people  seem  to  be  working 
faster,  it  s  not  the  coffee. 
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The  Xerox  Document  WorkCenter  - Pro  610  is  also  upgradable.  Adding  300  dpi  scanning 
fax  system  has  the  technology  it  takes  to  and  laser  printing  options  is  a  snap, 

turbocharge  any  workgroup's  productivity.  All  of  this  functionality  comes  so  economi- 


DOCUMENT 
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page  transmission  instantly 
boosts  efficiency.  And  a  40- 
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system's  working  on  another  task. 
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cally  priced,  any  workgroup  can 
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International  Business 


JAPAN 


AFTER  THE  COVERUP, 
THE  MOP-UP 


THE  MOP-UP 

Daiwa  may  be  sold-and  other  Japanese  banks  may  follow 


Daiwa  Bank  Ltd.  is  in 
play — Japanese-style.  In 
a  market  where  the 
Ministry  of  Finance  pulls  the 
strings,  the  scandal-plagued 
bank  may  soon  be  gobbled 
up  by  Osaka-based  Sumito- 
mo Bank  Ltd.,  Daiwa's  pres- 
tigious hometown  competitor. 
Not  that  Daiwa  has  much 
choice  in  the  wake  of  its 
coverup  of  $1.1  billion  in 
bond-trading  losses  on  Wall 
Street.  U.S.  and  Japanese 
regulators  have  hit  the  bank 
with  sanctions  so  tough — in- 
cluding expulsion  fi'om  Amei-- 
ica  and  the  shutdown  of 
much  of  its  international  op- 
eration— that  Daiwa  probably 
couldn't  survive  on  its  own. 

With  combined  assets  of  $706  billion, 
a  Sumitomo-Daiwa  tie-up  would  pro- 
duce a  megabank  I'ivaling  last  spring's 
$712  billion  marriage  of  Bank  of  Tokyo 
Ltd.  to  Mitsubishi  Bank  Ltd.  A  Sumito- 
mo-Daiwa merger  could  also  clear  the 
way  for  mof  to  put  other-  big  lenders  in 
play  as  it  tries  to  refashion  Japan's  glut- 
ted banking  business  into  a  handful  of 
full-service  monoliths.  Indeed,  with  21 
major  and  12!)  regional  lenders  chasing 
the  same  corporate  customers  even  as 
they  struggle  undei'  the  burden  of  an 
estimated  .$800  billion  in  problem  loans, 
it's  easy  to  understand  why  the  MOF 
might  want  to  shrink  banking's  ranks. 

But  the  MOF  needs  to  hustle.  Daiwa's 
comedown  has  put  the  Japanese  banking 
system  under  the  shaipest  global  scniti- 
ny  since  the  counti^v's  bubble  economv 


BARGAIN?  Daiwa  could  sell  for  $S 


burst  six  years  ago.  Risk-averse 
investors  are  now  forcing  Japa- 
nese banks  to  pay  0.6  percentage 
points  more  than  other  banks  when  rais- 
ing cash  overseas.  The  penalty  could 
grow  if  the  mof  can't  get  a  financial 
overhaul  in  gear 

TiuTiing  the  mof's  ch-eam  of  a  shakeup 
into  reality  will  be  another  matter.  The 
Ministry  may  be  reluctant  to  sanction  a 
huge  consolidation  wave  right  away  if  it 
means  saddling  profitable  banks  with 
the  losses  of  the  industiy's  basket  cases. 
"I  don't  believe  bigger  is  really  better," 
warns  Makoto  Utsumi,  a  former  mof 
tax  and  international  finance  chief  and 
now  a  Keio  University  business  profes- 
sor. The  only  other  option  the  mof  has 
is  to  issue  bonds  to  bail  out  the  insol- 
vent housing  loan  industry,  which  owes 


Banks  That  Might  Be  in  a  Marrying  Mood 


BANKS 


DESCRIPTION 


TOTAL  ASSETS 

BILLION 


SAKURA-INDUSTRIAL 
BANK  OF  JAPAN 

Sakura's  domestic  branch  network  would 
augment  IBJ's  corporate  bond  franchise 

$909 

FUJI-YASUDA  TRUST 

Both  are  big  asset  managers 

727 

SANWA-TOYO  TRUST 

Sanwa  is  strong  overseas,  Toyo  at  home 

714 

DAIWA-SUMITOMO 

Sumitomo  could  get  Daiwa  for  a  song 

706 

TOKAI-CHUO  TRUST 

Tokai  likes  the  middle  market,  Chuo  securities 

320 

DATA  BARCLAYS  DE  ZOETE  WEDD  SECURITIES  LTD  .  DEUTSCHE  MORGAN  GRENfELL 


commercial  banks  billions,  as  \\  i 
tap  more  public  funds  to  relii  i 
Japan's  depleted  deposit  insiu-ance  i; 

But  even  without  public  cash,  )! 
mergers  will  occur.  Indeed,  p]'ic; 
many  banks'  stocks  have  jumped  : 
on  takeover  nunors  (table).  But  ii' : 
tomo  snares  Daiwa — one  of  tin 
gainers  this  fall — it  will  probably 
a  bav-gain  price.  Deutsche  Morgan  > 
fell  banking  analyst 
Heaton  estimates  th;il,. 
en  the  bank's  $3.8  billi 
problem  loans  and  the 
billion  fine  it  faces  ii 
U.  S.  if  convicted  on  I 
charges  stemming  fron 
covemp,  Sumitomo  ma.\  : 
Daiwa  for  $8.2  bilhon. 
would  be  25%  below  it- 
rent  market  value.  Daiw 
clines  to  comment. 

Also  complicating  iii;i 
are  objections  fi'om  Xn 
Securities  Co.,  whici 
8.7%  of  Daiwa  and  is 
the  bank's  lucrati\  r 
business.  On  top  nt . 
comes  a  power  stn 
witliin  the  mof,  whi( 
ready  has  been  di  i 
humbled  by  its  sldw 
closure  of  Daiwa's 
scandal  to  U.S.  n 
tors.  Ilii'  Ministry's  Banking  lUi 
took  six  weeks  to  disclose  the  i ) 
mess.  That  prompted  rival  offuia 
the  mof's  International  Finance  lU 
to  push  thi'ough  sanctions  to  fcin 
U.S.  criticism  that  the  Ministry  ^ 
dragging  its  feet. 

BAD  DEBTS.  None  of  these  hurdl 
likely  to  block  a  Sumitomo-Daiw  ;i 
however.  And  a  bunch  of  other  pn- 
takeovers  are  waiting  in  the  win^s.  ; 
wa  Bank,  P\iji  Bank,  Sakura  Han 
Dai-ichi  Kangyo  Bank  might  like  i  - 
a  weakened  trust  bank  to  get  i  1 1 1 ' 
seciuities  business.  And  three  h  i 
that  the  mof  would  love  to  mai';  \ 
Nippon  Credit  Bank,  Chuo  Ti'u-;, 
Hokkaido  Takushoku  Bank — a)-c  , 
dened  by  bad  debts  and  are  in  ne( 
serious  restruetiuing. 

How  rapidly  the  MOF  launcln 
workout  of  the  industry's  bad  dclii  - 
stage-manages  the  mamages  of ;  m  s 
ing  rivals   will   determine  wliri 
Japan's  banking  system  can  rem  lin 
bally  competitive."  With  the  $800  '< 
in  bad  loans,  one  of  its  biggest  nn  n 
humbled  by  a  biUion-dollar  scandal, 
funding  sources  beginning  to 
overseas,  time  is  running  out  tn 
fix-up  campaign  that's  long  ovei-dix 
Bij  Brian  Breviner  m  T' 
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Business  Week 
readers 

are 

moving 

Every  week  Business  Week  reaches  6.8  million  loyal  readers 
who  are  always  on  the  go. 

That's  because  they  do  an  astonishing  amount  of  travel. 
In  fact,  in  the  past  year  Business  Week  readers  stayed 
26,057,000  nights  in  a  hotel  or  moter;  took  12,699,000 
domestic  round-trips  by  plane"^;  made  4,070,000 
international  trips  by  plane'*. 

If  you  need  to  reach  a  targeted  audience  of  frequent  travelers,  Business  Week  is  the  place 
to  stop.  After  all,  our  readers  consider  Business  Week  to  be  a  "must  read" 
each  and  every  week.  No  matter  where  they  are  in  the  world. 

For  more  information,  call  Bill  Kupper  at  (212)  512-6945 
or  e-mail  adsales@businessweek.com. 


BusinessWeek 


Beyond  news.  Intelligence. 


You're  on  the  road.  With  a  chent, 


Sort  of» 


Perfect. 


The  human  mind  has  the  abihtv  to  recall 
formation  visually.  But  can  a  client/server 
tabase  advance  that  far? 

Well,  IBM's  exclusive  Query  By  Image 
mtent  (QBIC)  technologv  for  r)B2'  should 
len  your  eyes.  It  actually  lets  you  locate  a 
nge  of  records  based  on  shape.  Or  color. 


up  a  database  to  exist  in  several  places  at  once. 
And  while  DB2  stands  out  from  other  data- 
bases, we  designed  it  to  fit  very  comlortablv 
into  any  business  environment. 

DB2  meets  open  industry  standards,  so  it 
will  run  on  manv  popular  systems.  And  it's 
been  engineered  so  vour  database  will  deliver 


r  even  texture. 

hich  means  faster       Can   your    s  oj  t  ii  are    do    t  li  i  s  ? 


both  speed  and 
efficiency  from 


cess  to  the  data 

u  need— including  multimedia— to  make  better 
isiness  decisions. 

Not  that  such  advances  should  surprise 
u.  IBM  has  led  the  way  in  databases  as  long 
there  have  been  databases.  (Indeed,  DB2  is 
work  in  over  90"/o  of  the  FORTUNE  500^) 

!)B2  has  a  history  of  offering 
elul  innovations  for  information 
ariagement— w  ith  tooU  that  let 
u  do  everything  from  managing 
ur  database  remotely  to  setting 


anv  size  server, 
from  two  users  to  more  than  lOO.OUO.  From 
megabytes  of  information  to  terabytes. 

To  make  your  business  information  more 
accessible,  just  contact  us  at  I  800  lBM-3333, 
ext.  GA  060,  or  come  visit  our  web  site  at 
http://www.software.ibm.com.  You'll  find  out 
why.  for  so  many  companies,  DB2 
is  the  shape  of  things  to  come. 


Solutions  lor  a  small  planet' 


lada.  please  call  1 800  565-SW4U  Outside  North  America  please  cofflad  your  local  IBM  office  Tie  IBM  home  page  s  located  at  httpi/wwwibmcom.  IBM  and  082  are  registered  trademarks  and  Solutions  lot  a  small  plaret  is  a  trademark  of  the  Intematoni  Business 
Ines  Corporation.  All  cdier  company  and/or  product  names  are  trademadis  or  registered  tiademaiks  of  Dieir  respective  companies  ©  1995  IBM  Corporatioa  All  nghts  reserved  Three  green  Dottles  deSKined  by  Jasper  Momson 


The  Corporation 


NEW  WORLD'S 
ROAD  TO  CHINA 

The  Hong  Kong  group  is  building  the  nation's  pet  projects 


Cheng  Yu-tung  inlays  by  a  different 
set  of  lilies  in  China.  The  Hong 
Kong  property  magnate  didn't 
bother  to  wait  for  approval  from 
Beijing,  for  example,  before  starting 
construction  on  a  $420  million  addition 
to  a  power  plant  in  Guangdong  province 
two  years  ago.  Since  an  offshoot  of  the 
provincial  government  was  a  partner  in 
the  deal,  Cheng  was  confident  Beijing 
would  come  aimind  sooner  or  later.  Siu'e 
enough,  in  September,  he  finally  got  the 
official  O.K. 

Now,  with  the  Zhujiang  plant  nearly 
ready  to  begin  operating,  the  chairman 
of  New  World  Development  Co.  still 
doesn't  have  an  agTeement  on  piicing — 
or  any  assurance  anyone  will  buy  his 
electricity.  No  matter.  Last  month. 


Cheng  bundled  the  power  plant  togeth- 
er with  a  clutch  of  roads  and  bridges  in 
China  and  Hong  Kong,  and  he  sold  a 
minority  stake  to  the  public,  raising 
$;5()0  million. 

This  giitsy  approach  has  made  New 
World  the  developer  to  watch  in  China. 
No  one  can  match  Cheng  Yu-tung,  not 
even  better-known  developer  Gordon 
Wu.  Most  Hong  Kong  tycoons  won't  in- 
vest more  than  10%  of  their  equity  in 
the  mainland,  but  New  World  is  wiOing 
to  nsk  a  ftill  2.5%.  And  while  rivals  stick 
to  property  development,  an  isolated 
toll  road,  or  a  power  plant.  New  World 
is  taking  on  a  range  of  projects  (table, 
page  77).  "Other  companies  are  mostly 
in  the  real  estate  business,"  says  Cheng, 
one  of  the  richest  and  best-connected 


Chinese  tycoons  in  Asia,  in  a  rare  i  ;f 
view.  "We  have  toll  roads,  power  pht 
housing  schemes — and  we're  eveii  o 
ing  at  airports." 

New  World  also  has  an  ad\ 
over  big  Western  operators  such  a,^^: 
GE  Capital,  and  Morgan  Stanley.  I'- 
because  Cheng,  69,  cares  mon 
getting  the  deal  done  than  about 
ing  nervous  lavvyers.  By  formii. 
nerships  with  local  officials,  for  (  ■ 
Cheng  gives  them  a  vested  inti 
the  success  of  his  projects.  Tli 
helped  him  win  generous  retiuTis 
as  guarantees  to  repatriate  proli:  .  jn 
get  loans  and  investment  paid  liaa 
hard  currency — two  chronic  stic 
points  for  foreign  investors  in  CI 
"The  government  has  guaranteed 
New  World  will  make  money," 
Cheng. 

BOLD  STANCE.  Cheng's  aggTessive 
proach  has  also  given  New  World  c 
dence  to  step  in  where  others  fe£ 
tread.  When  authorities  in  the  cei 
city  of  Wuhan  ran  short  of  funds  1 
new  bridge  across  the  Yangtze  R 
New  World  came  to  the  rescue.  In 
shortly  after  the  Tiananmen  massac 
cash-strapped  Wu,  chief  of  Hope 
Holdings  Ltd.,  backed  out  of  a  toll 
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NEVER  SETTLES  FOR  SECOND  BEST 


JUST  LIKE  A  PARKER 

^  PARKER 
DUOFOLD 


PARKER  DUOFOLD  Pearl  &  Black.  Each  pen  is 
ue,  with  a  delicate  pearl-like  exterior,  veined  black, 
:hecl  by  heavy  2iK  gold  plated  trim.  The  fountain 
s  performance  is  enhanced  by  a  precisely 
neered  ink  flow  system  designed  to  give  a  smooth 
uninterrupted  flow  to  your  writing,  giving  long  lasting 
ity  and  performance.  Like  all  new  PARKER  writing 
truments,  it  now  comes  with  a  Full  Lifetime  Warranty. 


untain  pen  shown,  iJ43.'  I  he  PARKER  DUOFULD  colleclKui  includes  a  wide  range  of  other  finishes.  Fountain  Pens,  Roller  Balls,  Ball  Pens  and 
Pencils  available  from  $150  to  $345.*  For  the  store  nearest  you,  call  I-800-BEST  PEN.  ©1995  Parker  Pen  USA  Limited.  'Suggested  retail  price. 


Fahrney's  1-800-624-7367 


mm 


with 
triple  miles 
worldwide. 


American 


Amenta  Airlines 


I""  " 


Triple  Miles 

on  weekly  rentals  of  7  days  or  more. 

Double  Miles 

on  weekend  rentals  of  2  days  or  more. 

The  employee-owners  of  Avis 

make  it  easy  to  take  off  witfi 
extra  frequent  flyer  miles.  Now, 
you'll  earn  triple  miles  on  weekly 
rentals  and  double  miles  on 
weekend  rentals  from  Avis  wher- 
ever our  partner  airlines  fly. With 
the  extra  miles, you'll  earn  free 
travel  faster,  in  over  140  countries 
at  4,800  locations,  Avis  is  there 
trying  harder  for 
you. And  be  sure 
to  take  along 


VISA 


yourVisa'  card -it's  always  welcome 
at  Avis.  These  offers  are  valid 
September  1  -  December  31, 1995. 
So  start  earning  extra  miles 
today.  Call  an  Avis  employee- 
owner  at  1-800-831-8000  for 
reservations  and  offer  details, or 
call  your  travel 
consultant. 


AVfS 

Wetry^, 
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TRANS  WORLD 


f 


Offer  yotid  on  qudltfymg  rt-iildls  Miles  awarded  for  conseculive  paid  days  of  2  days  or  more  for  weekend 
rentals  that  occur  Thursday  !'  AM  through  Monday  1 1  59  PM,  and  7  days  or  more  for  weekly  rentals. 
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How  New  World  Does  It 


SAMPLING 
OF  PROJECTS 


$  AMOUNT 

MILLIONS 


)und  Guangzhou.  New  World 
ked  up  the  project.  Unlike 
ipewell,  whose  construction 
Dsidiary  takes  on  the  risk  of 
ilding  projects,  New  World  ai- 
re mainland  contractors  to  do 
!  actual  work.  That  means  that 
;  company  is  protected  from     GUANGZHOU-ZHUHAI  EXPRESSWAY  525 

posure  to  China's  endemic  cost    VVUHAN  TOLL  BRIDGES 

srruns. 

WUHAN  AIRPORT  EXPRESSWAY 

(WUHAN) 


OVER  THE  YANGTZE:  Tlie  yruap 
has  a  stake  i  n  four  Wu  han  bridges 


STAKE 


GUANGZHOU  RING  ROAD 


180 


215 


Altogether,  New  World  has 
inked  down  investments  of  $1.2 
lion  on  more  than  60  projects, 
lat  makes  New  World  an  at- 
ictive  vehicle  for  international 
'estors  is  that  the  Chengs  are 
:ually  executing  their  China 
Djects  rather  than  just  talking 
3ut  them.  "They've  shown  they 
1  succeed,"  says  a  Hong  Kong  fund 
mager. 

In  addition,  the  gi'oup  will  put  in  a 
ther  $1  bilhon  of  its  own  money  dur- 
l  the  next  four  years,  making  New 
)rld  one  of  the  largest — and  most  ag- 
jssive — investors  in  China.  "We're  al- 
lys  looking  for  more  investments," 
Managing  Director  Henry  K.  S. 
leng,  49,  Cheng  Yu-tung's  eldest  son 
d  heir  apparent. 

ITTERING  JEWELS.  To  bankroll  its 
■ategy.  New  World  is  looking  to  inter- 
tional  investoi's.  It  is  in  the  midst  of  a 
rry  of  debt  and  equity  deals  that  are 
pected  to  raise  more  than  $1  billion 
early  1996.  It  has  just  spun  off  a 
e-third  interest  in  its  New  World  In- 
istractui'e,  raising  $300  million  on  the 
)ng  Kong  exchange.  By  November, 
3  stock  pnce  had  risen  5%.  The  unit 
ins  to  raise  an  additional  $300  mil- 
n  worth  of  debt.  In  September,  the 
lengs  listed  their  Renaissance  Hotel 
•oup  on  the  New  York  Stock  Ex- 
ange,  raising  $163  milhon — mainly  in 
der  to  fund  increased  investment  in 


40% 
20 
48.9 
40 


ZHUJIANG  POWER  STATION, 
PHASE  I (GUANGDONG) 


325 


50 


ZHUJIANG  POWER  STATION, 
PHASE  II  (GUANGDONG) 


420 


25 


DATA:  NEW  WORLD  INFRASTRUCTURE 

China.  Over  the  next  few  months,  they 
plan  to  pull  in  an  additional  $500  million 
through  pnvate  placements. 

The  China  business  is  one  part  of  a 
sprawling  empire — with  $7  billion  in  as- 
sets that  include  a  budding  Hong  Kong 
telephone  company,  the  terntory's  larg- 
est chain  of  jewehy  shops,  and  one  of 
the  world's  largest  hotel  chains.  The 
Cheng  family  easily  makes  it  into  the 
ranks  of  the  super-rich:  Through  their 
privately  held  jewelry  company,  the 
Chengs  own  stock  in  the  New  World 
gi'oup  worth  $2.4  billion. 

The  kudos  that  New  World  wins  for 
its  success  in  China  are  all  the  more 
striking  because  of  the  troubles  that 
have  afflicted  Wu — a  foiiner  darling  of 
investors  who  were  looking  for  a  China 
infrastnactui'e  play.  Hopewell  has  been 
dogged  by  cost  overruns,  poor  disclo- 
sure to  investors,  and  a  gi'owing  belief 
that  the  company  is  too  thinly  managed. 
Analysts  say  New  World  has  both  man- 
agement depth  and  an  abihty  to  limit 
risk — something  that  has  eluded  its 
competitors. 


Whereas  Wu  is  known  for  ta- 
ble-thumping, the  elder  Cheng 
has  quietly  cultivated  intimate 
ties  with  officials  who  can  smooth 
the  way.  He  gi-ew  up  with  the 
mayor  of  Guangzhou,  Li  Ziliu,  a 
connection  that  can't  hurt  New 
World's  business  in  the  city. 
Guangdong  Electric  Power  De- 
velopment Co.  is  one  of  the  own- 
ers of  its  new  Zhujiang  generat- 
ing plant,  which  should  make  it 
easier  to  get  a  satisfactory  pricing 
deal.  Cheng  also  has  direct  ac- 
cess to  Chinese  President  Jiang 
Zemin. 

But  relationships  can  cut  many  ways 
in  China.  A  ripple  of  imease  ran  through 
New  World  earlier  this  year,  after 
Beijing  Vice-Mayor  Wang  Baosen  com- 
mitted suicide  in  the  midst  of  an  anticor- 
ruption  drive.  Wang,  whose  lavish  way 
of  life  prompted  the  Communist  author- 
ities to  make  him  a  posthiunous  example 
of  the  evils  of  coiTuption,  was  a  govem- 
ment-appointed  director  of  New  World 
China  Investment  Ltd.,  the  predeces- 
sor to  New  World  Infrasti-ucture.  New 
World's  business  doesn't  seem  to  have 
suffered,  and  there  was  no  indication 
that  New  World  engaged  in  any  illicit 
deals.  Cheng  Yu-tung  subsequently  had 
a  high-profile  meeting  with  President 
Jiang,  demonstrating  that  the  gi'oup  re- 
mains in  good  standing. 
DELICATE  MOMENTS.  New  World  wins 
high  marks  for  steps  it  has  taken  in  re- 
cent years  to  bring  in  more  professional 
managers  and  make  the  company  more 
transparent  to  investors  by  spimiing  off 
the  inli-astinctui-e  and  hotel  subsidiaries. 
That  has  given  investors  confidence  it 
can  continue  the  success  it  has  had  so 
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Investors'  experienced  investment  adviser  is  the  same  one  that  already  manages  accounts  for 

May  not  be  available  in  all  stares.  Betiire  you  invest,  please  read  our  prospectus  carefully.  For  a  free  copy,  call  1 -80()-89-ASK-US. 


afrrrrrifii  m 
QUiliiilp:  31 
[> Jllllllll  ffl- 

rufiffffirr  ^ 
fiHiiviiiiiii  m 
rTirriiriiii  o 
Uikfiiiiiiiii  m 

mmmuin  m 

ff^  miEii 

^31111111111 
i^llllllllllll 

^'sciiiiiiiiiiiiin 
;pf^E>iikikiiiiii|||| 


mpany  pension  plans  across  America.  Now  this  experience  can  go  to  work  for  you. 
)  learn  more  about  Transamerica  Investors  and  its  investment  expertise, 


11  1-800-89-ASK  US.  And  meet  the  family. 


Transamerica 

Life  Insur.iiKc  ♦  lnvL■stnlcIU^  •  Lending  •  Leasing 
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far  in  China.  "It's 
probably  one  of  the 
best  exposures  [to 
China]  available,"  ac-  ^^tjv^ 
cording  to  Simon 
Male,  a  fund  manager 
at  G.T.  Management 
(Asia)  Ltd.  who  holds 
stock  in  both  New 
World  Development 
and  New  World  In- 
fr'asti-ucture. 

The  strategy  is  not 
without  i-isks.  China 
still  lacks  a  well-de- 
veloped legal  and 
regulatory  structure, 
and  there  ai'e  delicate 
moments  looming — 
such  as  the  transition 
to  a  post-Deng  lead- 
ership and  the  take- 
over of  Hong  Kong 
by  China.  The 
Chengs  believe  that 
fears  have  been  over- 
blown. After  China 
gains  sovereignty 
over  Hong  Kong  in 
1997,  says  the  elder 
Cheng,  "there  won't 
be  much  difference 
between  China  and 
Hong  Kong."  New 
World  also  insists 
that  it  isn't  placing 
too  much  emphasis 
on  ties  with  individual  leaders.  "We 
build  relationships  with  the  entire  gov- 
ernment," says  one  New  World  Infra- 
stiiicture  executive. 

New  World's  confidence  in  China's 
stability  was  clear  aftei-  the  Tiananmen 
Square  massacre.  While  other  investors 
stayed  away,  the  Chengs  were  making 
two  of  their  biggest  deals — the  Guang- 
zhou ring  road  and  the  first  phase  of 
the  Zhujiang  power  plant.  The  result 
was  high  returns — about  25%  annual 
return  on  equity  for  the  toll  i"oad  and  an 
18%  guarantee  for  the  power  project. 
"They  stinjctured  their  deals  quite  well 
because  they  were  going  in  when  no 
one  else  was,"  says  an  analyst  in  Hong 
Kong  who  follows  New  World  closely. 
"Going  forward,  it's  not  quite  clear  if 
they  can  do  as  well." 
LOCAL  APPLAUSE.  To  win  over  more 
Cliinese  otiicials.  New  World  is  investing 
where  the  state  needs  help:  power 
plants,  bridges,  and  roads.  These  pro- 
vide steady,  secure  returns  for  New 
World — and  receive  applause  from  lo- 
cal authorities.  Another  political  win- 
ner: New  World  is  pioneering  a  gov- 
ernment-subsidized   plan    that  will 


TOP 


Chairman  Cheng  counts  on  lie% 
:.s  from  housing-including 
Guangzhou  enclave  where 

fanhattaii-like  prices  prevail 


provide  hundreds  of 
thousands  of  apart- 
ments at  modest 
prices. 

To  understand 
how  New  World 
blankets  a  region, 
look  at  Wuhan, 
where  key  roads  and 
the  country's  main 
north-south  rail  line  cross  the  Yangtze 
River.  New  World  has  a  stake  in  three 
bridges  and  may  take  one  in  a  fomlh.  It 
also  has  a  stake  in  the  city's  new  airport 
and  the  toll  road  connecting  it  to  the 
city.  Nearby,  it  plans  to  build  an  indus- 
trial park.  A  recently  completed  retail- 
and-office  tower  houses  Wuhan's  top  de- 
partment store  and  a  roster  of  tenants 
such  as  AT&T,  Hongkong  &  Shanghai 
Banking,  and  McDonald's.  Next  on  the 
drawing  board:  tens  of  thousands  of 
midpriced  apartments. 

New  World  is  trying  to  make  sure 
it  isn't  seen  as  the  ugly  foreigner  in 
China.  Most  of  its  infrastnicture  invest- 
ments ai-e  minority  stakes.  The  company 
comes  up  with  cash  and  project  know- 
how,  then  sits  back  and  waits  for  the  re- 
turns to  roll  in.  With  projects  such  as 
toll  roads,  says  Herny  Cheng,  "you  just 
send  people  there,  and  they  sit  in  a  toll 
booth  and  collect  money." 

Moi"e  spectacular  profits  may  come 
from  the  tiny  upper  end  of  Cfiina's  hous- 
ing market.  New  World  has  already 
built  one  of  China's  toniest  projects,  a 
cluster  of  detached  houses  on  an  island 
in  Guangzhou.  The  aiiy,  wood-paneled 


dwellings  feature 
thedral  ceilings, 
ported  marble, 
gold-plated  bathr 
fixtui'es.  Selling  p 
$350  a  square  : 
similar  to  rate; 
Manhattan.  Of  th 
units  put  up  for 
last  March,  80% 
been  sold.  Sirr 
high-end  projects 
under  way  in  Sh 
hai  and  Beijing 
all.  New  World 
four  dozen  comr 
cial  and  residei 
projects  planned  c 
the  works. 

Cheng's  bets 
China  are  in  cha 
ter  for  a  man  kn^ 
for  putting  man 
his  investments 
the  same  basket 
ter  growing  up 
village  on  the  P 
River  Delta,  Cheng  dropped  out  of 
mary  school  and  made  his  way  to  M; 
and  then  Hong  Kong.  He  worked  as 
apprentice  goldsmith  in  a  friend's  je 
ry  shop  before  marrying  into  a  fa: 
that  ran  a  jewelry  business.  In  196 
year  after  China's  Cultural  Revolu 
spilled  into  the  streets  of  Hong  K 
he  bought  from  a  British  officer 
house  he  still  hves  in— for  $130,000. 
day,  the  mansion,  on  the  south  sid 
Hong  Kong  island,  would  fetch  at  I 
$13  million. 

FAMILY  SPRAWL  In  the  following 
decades,  New  World  went  on  to  devi 
some  of  Hong  Kong's  most  prestig 
properties,  including  the  Regent  H 
and  the  Hong  Kong  Convention  &  E 
bition  Center.  But  in  the  late  19. 
New  World  lost  focus.  Unlike  its  ri\ 
it  missed  the  chance  to  acquire  I 
amounts  of  land  in  Hong  Kong  du: 
periodic  downtm-ns  in  the  property 
ket.  Worse,  it  started  to  diversify'  vni 
series  of  ill-considered  acquisitions, 
were  particularly  damaging:  the  ] 
pm'chase  of  the  Ramada  hotel  chain 
the  acquisition  of  nearly  half  the  sh: 
in  a  money-losing  television  chanm 
Hong  Kong. 

With  family  members  scatte 
thi'oughout  New  World  and  Cheng's 
vately  held  jewelry  company. 
World  seemed  considerably  like  the 
sic  Cliinese  family  business:  stiff,  hie 
chical,  unwilling  to  give  true  powei 
professional  managers  yet  unableT 
manage  increasingly  far-flung  acqi| 
tions.  Analysts  blamed  Henry  Chi 
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finy  welcomed  the  simplicity  of  his  HP  ScanJet  scanner. 


Introducing 
the  HP  ScanJet  4c 


$995* 

The  easiest  thing 
yi>u'U  do  all  day.  ; 


WHO  HELPS 
KEEP  AMERICA  BEAUTIFUL? 


We  all  do,  of  course. 

But  at  ARAMARK,  we  feel  a  particular  obligation 
to  protect  our  environment.  The  very  nature  of  our 
business  demands  that  we  do  so. 

We're  America's  largest  provider  of  food  service  at 
schools,  hospitals  and  businesses,  as  well  as  some  of  the 
country's  most  beautiful  national  parks. 

So  in  1990  we  established  the  Earth  Sense'"' program 
to  educate  our  food  service  staff  on 
environmental  issues  -  from  energy  conservation 
to  waste  management. 

Many  of  our  facilities  have  developed  comprehensive 
programs  which  practice  the  "three  R's" 
of  conservation:  Reduce,  Re-use,  and  Recycle. 

Our  industrial  services  division  introduced  the 
Reclaim  America  "  program  to  help  factories  better 
manage  non-hazardous  waste  disposal 
and  recycling. 

We  take  exception  to  the  notion  that  the  interests 
of  the  environment  and  business  are  in  conflict. 

Many  of  our  customers  in  business,  education  and 
healthcare  have  seen  significant  reductions  in  food, 
packaging  and  operational  costs. 

But  one  of  our  programs  has  nothing  to  do  with 
business.  It's  all  about  tomorrow.  We  teach  youngsters 
about  recycling  at  schools  across  the  country. 

We  do  this  because  we're  in  the  service  business. 
And  we  can't  truly  serve  people  unless  we  serve  our 
environment  as  well. 

Call  1-800-ARAMARK. 

J^ARAMARK 

Managed  Services,  Managed  Better. 


ments,  Uniforms,  Child  Care,  Medical  Services,  Facilities  Management,  Magazine  and  Book  Dtstfibution. 
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for  the  troubled  acquisitions,  UNf  AIR  RAP? 
although  some  company  in- 
siders insist  that  the  rap  is 
unfair.  Fair  or  not,  Henry  is 
only  recently  starting  to  live 
down  the  notion  that  he  lacks 
his  father's  golden  touch. 

The  plunge  into  China  is 
what  helped  turn  the  gi'oup 
around.  At  first,  that  too 
looked  like  an  ill-conceived 
move.  The  projects  on  the 
mainland  were  consuming 
cash — with  no  sign  of  pr'oduc- 
ing  pi'ofits.  And  China's  at- 
tempt to  cool  its  economy, 
started  in  1993,  has  managed 
to  put  many  real  estate  development 
projects  on  hold. 

"HIDDEN  ASSET."  But  now,  with  many  of 
its  China  projects  completed,  the  money 
is  starting  to  pour  in,  and  New  World 
seems  to  have  won  over  many  of  the 
skeptics.  Unlike  certain  other  compa- 
nies that  were  promoted  dming  China's 
1992-93  boom,  12  of  New  World  Inft-a- 
structure's  15  China  ventures  are  al- 
ready generating  cash.  New  World's 
China  business  'is  changing  fi'om  a  liigh- 
risk  gamble  to  its  greatest  hidden  as- 
set," argues  Charles  Cheung,  an  ana- 


At  49  years  old, 
son  Henry 
Cheng  is 
only  recently 
starting  to  live 
down  the 
notion  that 
he  lacks 
his  father's 
golden  touch 


lyst  at  Jardine  Fleming  Securities  Ltd. 
in  Hong  Kong. 

Uncertainty  over  projects  such  as  the 
Zhujiang  power  plant,  where  construc- 
tion was  nearly  complete  before  the 
company  won  government  approval,  is 
still  troubling  to  some  of  the  gi'oup's 
critics.  New  World  Infi-asti-uctm-e's  rates 
of  return  "aren't  that  gi'eat,"  says  Wil- 
liam Kaye,  managing  partner  of  the 
Asian  Hedge  Fund.  Although  Kaye's 
firm  has  a  number  of  direct  investments 
in  China,  he  thinks  New  World's  China 
infrastructure  projects  stack  up  badly 


beside  similar  offering- 
ing  out  of  Australia  \\  ; 
he  notes,  the  returnsa 
similar  and  the  politic- 1 
gal,  and  cuirency  une-'-; 
ties  are  lower.  "We  n.- 
get  compensated"  t'm 
higher  risks  in  Chin;i_ 
says. 

But  Kaye's  is  a  rai-t 
of  dissent.  Investors  ai't 
ing  around  China — de: 
earnings  disappointment- 
number  of  companies- 
New  World  Infrastriii 
looks  like  one  of  the  1" 
plays.  The  company's  I; 
offering  has  raised  50%  more  th;ii 
company  thought  possible  wheii 
shows  began.  Another  sign  of  conti< 
that  the  Chengs  have  started 
the  pieces  of  the  corporate  jigsaw  ]  > , 
together  comes  from  the  strong  sli!> 
of  their  New  World  Development 
Its  shares  have  more  than  doubled 
the  beginning  of  the  year.  New  \\ 
obviously  must  keep  working  on  r: 
ing  a  moi'e  focused,  more  trans]  la 
better-managed  gi'oup.  But  it  is 
building  a  I'oad  to  China. 

By  Mark  L.  Clifford  in  Guany 


KONEXXMakes 
'Modem-to-Digital'  Possible. 

Connect  your  modem  to  digital  and  muUi-line  phones  with  the 
KONEXX  Model  111.  Simply  plug  the  Model  111  into  any 
phone  handset  and  get  your  fax-modem  connected. 

Eliminate  expensive  dedicated 
phone  lines  and  potential 
damage  to  your  modem. 
For  international  travel,  use  the  hig 
speed  KONEXX  Model  204  acoustic  Koupler 
Get  KONEXX.  Get  connected.  For  more 

information,  call  1-800-275-6354  i/^^^  i^^x.X'VX 

KONEXX 


Supports  V.34. 
up  to  24,0  Kbps. 


Supports  V.34. 
up  to 
28.8  Kbps. 
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or  e-mail  sales(a)konexx.com. 
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His  name  is  Network.  Tell  him  what  you  need  and  he'll  get  it  for  you.  ^^Stdff 


Everything  A  CEO  Should  Know 
About  Data  Storage: 


1.  In  1994, 5U'/(i  of  youi'  compLitcr  hardwai-e  budget  was  spent  on  it.  2.  By  tlie  end  of  tlie  decade,  you'll  spend  70'Xj  on  it. 
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Everything  An  IS  Manager  Should  Know 
^ThatT&CEO 
Knows  The  Facts  OnThe  Left): 


here  is  an  avalanche  of  information  now  running  through  your 
ipany.  It  is  growing.  2. The  more  information  your  company 
tes,  the  more  information  your  company  needs.  3.  It's  now 
;her  than  ever  to  distribute,  manage,  store  and  protect  the 
pity  of  your  information.  4.  Successful  companies  are  reorganizing 
iselves  around  the  competitive  use  of  information.  5.  Chances  are. 


Roonpace  Savings 


Tradidonal 

Sio 

age 

^2 

1 

r 

and  environmental  costs.  12.  Our 
systems' quicker  response  times  improve 
customer  service,  transaction  process- 
ing and  overall  employee  efficiency. 
13.  Only  EMC  is  able  to  offer  the  best 
storage  technologies  first  because  of 


Traditional 
Storage 


r  competition  is  using  storage  to  gain  competitive  advantages,  our  MOSAIC:  2000  architecture.  This  allows  us  to  get  the  latest 
just  to  save  money  hut  to  make  money  and  to  increase  market   storage  solutions  to  you  faster,  so  your  information  is  always  being 

BH^H  mmaam  acccsscd  faster  and  protected  better  than  your  competitors'  information. 

Hjjfl  ■Hjjfl  UjjSM  mHil  KBSjH  t^gM  MjjM  ^jlj£M   14        vve're  always  first  to  market,  our  customers 

get  competitive  advantages  their  competitors  don't. 
15.  Widiout  compatibility  problems.  16.  Our  systems 
get  information  into  employees'  hands  faster  than 
e.  6.  For  instance,  by  storing  their  information  in  central  locations,  ever  before,  allowing  them  to  use  that  information  to 
ipanies  are  moving,  managing  and  controlling  their  information  make  your  company  more  successful.  17  Our 
e  efficiently  than  before,  and  getting  their  products  to  market  faster,  systems  not  only  provide  faster  access,  tliey 
he  Garmer  Group  reports  that  roughly  half  of  machine -readable   ensure  that  the  information  is  secure,  and      ,,   ,  „^ 


EMC 


now  reside  on  desktops.  How  well  your  company  uses,  leverages    always  available.  18.  Case  in  point:  Symmetrix, 


up  To  98~  impmvmmi 


UtHizanoii 
npToveinaii 


and  protects  its  open  client/server-based  information  the  world's  fastest  and  most  highly  available  mainframe  storage 

will  determine  its  performance.  8.  EMC  is  the  leader  in  system.  19.  Harmonix,  a  midrange  storage  system  that  makes  an 

data  storage  and  retrieval  systems.  We  focus  all  of  AS/400  scream.  20.  And  Centriplex,  the  first  mainframe  class, 

our  resources  on  tltis  one  area,  getting  the  best  tech-  centralized  storage  designed  specifically  for  open  environments, 

nologies  to  you  first,  giving  you  an  edge  no  one  else  21.  Our  customers  are  experts  at  getting  more  value  out  of  their 

has.  9.  With  the  highest  performance,  capacity  and  mainframe,  midrange  and  client/server  storage  systems.  Because  an 


availability,  our  systems  will  increase  your 
profits,  increase  your  market  share,  make 
your  customers  happier  and  ensure  the 
integrity  of  your  information.  10.  EMC 
systems  maximize  the  performance  and 
le  of  your  CPUs,  your  network  and  your  software 
no  other  storage  available,  extending  die  useful  life 
CPU  by  several  years.  11.  We  package  best-of-breed 
le,  disk  and  memory  technologies  in  a  way  that  has 
ilutionized  DASD- helping  you  manage  information 


Cailripla" 
For  Open  Syslcni: 

Iflfilfi 
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EMC  storage  system  isn't  just  passive  storage. 

22.  It's  part  of  a  dynamic  strategy  for  growth. 

23.  It  isn't  a  commodity.  24.  It's  a  value  center. 
25.  It's  a  competitive  weapon.  26.  It's  why 
EMC  is  a  highly  profitable  Fortune  500 
company  and  the  world  leader  in  storage 
sulutions,  producing  only  one  thing:  Storage. 
2".  Call  1-800-424-EMC2  ext.  136  and  learn 
how  EMC  can  help  you  use  information  to 
improve  your  company's  performance. 
28.  As  well  as  your  own. 


er  while  drastically  reducing  floor  space  requirements 

DMPETTTIVENESS  IS  IMPROVED  BY  A  FACTOR  OF  EJMC 
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EXECUTIVE  SUITE 


A  FULL  PLATE  FOR 

BUZZ  Mccormick 

The  ex-CEO  returns  to  a  flagging  spice  giant 


When  Chai'les  P.  "Buzz"  ^IcCoiinick 
Jr.  gave  up  the  chief  executive 
officer's  post  at  ^^IcCoiTnick  &  Co. 
neai-ly  thi-ee  yeai's  ago.  he  figiu'ed  he 
would  be  filling  his  days  by  hitting  golf 
balls  and  counting  dindends.  His  compa- 
ny was  chui'ning  out  sales  and  profit 
gains  and  seemed  to  have  a  lock  on 
much  of  the  world's  flavorings  mai'ket. 
Then.  15  months  ago,  McCoiTnick's  fii-st 
successor.  Bailey  A.  Thomas,  died  of  a 
heait  attack.  And  now  his  replacement. 
CEO  H.  Eugene  Blattman.  59,  is  unex- 
pectedly planning  to  step  do-mi.  citing 
his  own  heait  problems.  At  67.  McCor- 
mick  is  back  in  the  top  job. 

Buzz,  the  gi-and-nephew  of  \Mllough- 
by  McCoiTnick.  who  foimded  the  compa- 
ny 106  yeai-s  ago.  is  taking  over  at  a 
time  when  the  outfit  needs  some  spicing 
up.  Growth  has  slowed.  Some  planned 
foreign  acquisitions  have  foundered, 
while  others  helped  drive  debt  to  an 
onerous  level.  Then  there's  the  possibil- 
ity of  a  takeover  bid — even  though  Buzz 
^IcConnick.  his  family,  and  employees 
together  ai'e  beheved  to  own  more  than 
half  of  the  company's  voting  stock.  "We 
have  always  been  an  attractive  take- 
over candidate."  Buzz  says.  "I  don't  dis- 
miss it  out  of  hand." 
OUTBID.  During  ilcCoiTiiick's  fii-st  ten- 
ure, results  were  anything  but  plain  va- 
mlla.  He  took  the  CEO's  post  in  1987.  af- 
ter three  decades  in  marketing  and 
administration.  He  and  Thomas,  his  sec- 
ond-in-command, shook  up  a  sleepy  com- 
pany, repackaging  the 
eonsiuner  spice  line,  sell- 
ing off  a  real  estate  di\"i- 
sion.  and  streamlining  do- 
mestic and  foreign 
operations.  From  1987  to 
1992.  the  pail-  more  than 
Qipled  annual  net  income, 
to  S95.2  million,  and  e.\- 
panded  annual  sales  by 
more  than  one-thii-d.  to 
Sl.5  billion.  ""^Miat  they 
did  was  nothing  shoit  of 
phenomenal."  says  ana- 
lyst Kuit  Fimderbiu-g  of 
Fenis.  Baker,  \^atts  Inc.. 
a  Baltimoi"e  broker. 


SHORT-LIVED  RETIREMENT 


SNAPPING  BACK? 
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McCORMICKS 
NET  INCOME 


'90  '91  '92  '93  S-i-  S5 
▲  MILUONS  OF  DOUARS  £S: 

-AFTER  A  S46  MILUON  AFTER-TAX 
RESTRUCTURING  CHARGE 
■Jk  CCV=ANY  i?£PORTS.  fLRHtS.  BAKER.  iWTTS  INC 


Since  Januaiy,  1993, 
when  McCoiTnick  re- 
tii-ed.  the  Spai-ks  Old.) 
company  hasn't  done  so 
weL  A  Em-opean  expan- 
sion faltei-ed  when  Ger- 
man regulatoi-s  denied  a 
bid  by  McConnick  and 
cpc  International  Inc.  to 
acquire  Ostman,  Ger- 
many's biggest  spice 
company,  and  McCor- 
mick  was  outbid  for  a 
French  spicemaker. 
Earnings  were  slipping 
when  CEO  Thomas.  63. 
died  in  July.  1994.  and 
Chief  Operating  Officer 

Blattman  was  elevated  McConiiick  faces  Unappetizing  challenges, 
to  the  top  job.  Restiyc-  ^^^.j^  .^^  ^iq^^-^^.  gYowih,  hea\T  debt,  and 

tmnng  charges  of  546  ...  . 

million,  after  taxes,  clob-  the  possibility'  of  a  takeover  bid 
bered  results  that  yeai* 
(chart).  This  yeai;  analj&ts  figui-e  a  sti-ong 
foiuth  quarter  ^\ill  give  the  company 
eaiTiings  of  ?105  million,  on  sales  that  will 
jump  lOQ.  to  S1.9  billion. 

But  McCormick  faces  some  unappe- 
tizing prospects.  Austi-alia's  BmTis  PWlp 
&  Co.  has  been  offeiing  deep  discounts 
for  more  than  two  yeai-s  to  lm*e  retail- 
ers into  giN^ng  more  shelf  space  to  its 
Durkee  French  brand.  And  outside 
forces,  such  as  the  weak  peso  (McCor- 
mick is  Mexico's  biggest  mayonnaise 
producer)  and  higher  interest  costs,  ai-e 
weighing  heavily.  The  company  has 
boosted  its  debt  to  S7(X) 
million.  o2'~c  of  capital. 
That  was  partly  for 
spending  to  match  ri- 
vals' discounts,  but  also 
for  some  SS2.5  million 
worth  of  acquisitions  of 
offshore  food  and  spice 
companies.  Now.  Stan- 
dard &  Poor's  Coi-p.  is 
considering  a  possible 
do\\"ngi-ade  of  its  bonds. 

Buzz  McCormick 
chalks  up  some  setbacks 
to  bad  luck,  and  says 
brisk  gi'outh  couldn't  go 
on  forever.  Would  he  sell 


if  such  rtimored  acquirers  as  San 
CPC.  Nestle,  or  Unilever  made  ar 
fer"?  "If  they  offered  us  10  times 
the  price  is  today,  we  would  hav 
take  a  look."  he  jokes.  But  anal; 
think  a  hostile  bid  may  be  in  the  of 
Despite  poor  results.  McConnick's  s 
is  up  five  points,  to  about  26,  since 
yeai\  mainly  on  takeover  talk. 

Meanwhile.  ilcConmck  has  plan 
get  the  spice  company  back  in  sh 
To  build  brand  recognition,  he'll  sp 
some  S24  million  during  the  next  tl 
yeai's  on  advertising,  mostly  on  the 
dio,  mnning  ads  yeai'-round  instea( 
inteiTnittently.  Analysts  also  specu 
that  hell  come  out  with  a  long-prom 
line  of  sauces.  After  perhaps  a 
Buzz  McCoiTnick  says  he'U  give  up 
CEo's  post,  making  way  for  a  youi 
executive.  Analysts  see  Executive  'V 
Pi-esident  Robert  J.  Lawless,  48, 
becomes  president  on  Jan.  1.  as  a  lil 
successor.  Says  McCoiTnick;  "'We  are 
ing  through  some  competitive  times, 
when  I  feel  these  guys  are  ready  to 
the  business  I'll  get  out  of  here, 
the  sooner  the  better."  If  potential 
qiui-ei-s  get  hungiy.  though.  McCom 
may  retue  again — sooner  than  he'd 
B'j  Roy  Furchgotf  in  Baltitr, 


88  5l 


e  can  help  you  see 


how  many  potential  customers  are  hidden  in  the  area. 


Which  neighborhoods  have  the  lowest  crime  rate. 


A  clearly  better  route  for  your  delivery  trucks. 


And  why  using  billboard  advertising  here  actually 


makes  sense 


Pick  any  point  on  the  globe  and  we'll  help  you  see  it  in  countless  new  ways.  There's  never  been  a  decision- 
making tool  quite  like  this.  It's  Desktop  Mapping,  from  MaplnfoT  And  it  unleashes  the  power  of  geography  to  give 
you  a  surprising,  new  view  of  your  data.  Combining  the  information  in  your  databases  with  other  complementary 
data  sources  and  maps.  To  show  you  patterns  and  relationships  from  a  startlingly  fresh  angle.  Allowing  you  to 
make  decisions  with  greater  speed  and  insight.  JVo  matter  ivhat  your  job  is.  Right  at  your  personal  computer. 

Companies  everywhere  are  already  reaping  the  rewards  of  Desktop  Mapping.  But  only  seeing  is  believing.  And  we 
believe  you'll  love  what  you  see  in  our  free  demo  disk  or  CD-ROM.  Call  today  and  we'll  send  you  one.  Or  E-mul  us  at 
inquiry@mapinfo.com.  We'll  also  direct  you  to  a  Maplnfo  dealer  near  you. 
And  visit  us  at  http:llwww.mapinfo.com  1-800-327-86Z7 


Federal  Sales  1-800-619-2}}}.  Outside  US  1-518-285-6000.  Maplnfo  rum  ,m  Wmdom]"  MacintnsfiT 
P(ju/er  Macintosfif  Sun"  ami  HP'  Maplnfo  is  a  repslered  trademark  and  the  Maplnfn  ramhow  liifjo  a 
trademark  of  Maplnfo  Corporation.  All  other  trademarks  are  properly  of  their  respective  owners. 


Oldl  I  \\  nil  llltf  blllipiC  MUll.      1  IIIU  llie.     Z^cLp.    I  IieiC  11  IS. 

Now  tr\-  something  more  ad\'anced.  Change  a  column  ot 
n\  enU'  numbers  to  t\\ent\'  brand  ne\\'  numbers— simpK'  b\' 
]ust  reading  them  aloud.  Done.  And  \-our  fmgers  ne\er 
touched  the  ke\  board. 

You're  beginnmg  to  get  an  idea  ot  how  much  easier  the 
.\ST  Bra\  o  .MS  with  .\ST-\  oiceCommand  software 
could  make  all  \our  work.  Not  that  a  155  A\Hz  Pentium 


jjiucessor  uoesn  i  neip  speeu  tnings  aiong  aireaa\'. 

There's  lots  more  to  talk  about  too.  ^'ou'll  work  n 
creati\eK-  with  16-bit  stereo  sound  and  64-bit  graphic. 
Work  more  secureK-  with  the  latest  buih-in  \  irus  pr.  ■ 
tion  tor  Windows'  95. 

Now  imagine  this.  It  all  comes  at  a  \  er\'  affordable  p; 
When  our  customers  said   "Help,  "  we  heard  them.  F' 
more  information  call  us  at  800-876— f  AST.  "Ouit." 


Undoi 


e  1W5  AST  Kr-earch.  Inc.  AST  ts  a  rcgisterca  trademark  ot  AST  Research.  Inr.  AST  Computer,  ihe  AST  logo,  AST- Voice  Command  and  AST-CommandCenter  are  trademarks  of  AST  Research,  In  J 
in;cL  inlfl  Inside  and  Peniium  are  registered  trademarks  ot  Intel  Corporation.  All  other  compani,'  and  or  product  names  may  be  trademarks  or  registered  trademarks  oi  their  respective  ow.-nerl 


FINALLY,  SOMEONE 
AROUND  THE  OFFICE  YOU 
CAN  TELL  WHAT  TO  DO. 
IMAGINE  THE  POSSIBILITIES. 


AST. 


COMPUTER 


Workplace 


UNIONS 


FEDEX  MAY  GET 
A  CHRISTMAS  RIFT 

Pilots  are  threatening  a  slowdown  during  its  busiest  season 


Federal  Express  Corp.  Chairman 
Frederick  W.  Smith  has  tried  to 
keep  unions  out  of  Federal  Express 
ever  since  he  founded  the  company  in 
1973.  So  employees  are  well-paid  and 
even  get  to  evaluate  their  bosses 
anonymously  each  yeai-.  What's  more, 
FedEx'  17%  annual  gi-owth  record  has 
provided  rich  career  opportunities  that 
make  for  a  largely  happy  workforce. 

But  the  pretty  picture  at 
F'edEx  is  now  maired.  For 
17  months,  the  company  has 
been  negotiating  its  first- 
ever  union  contract,  with 
the  Air  Line  Pilots  Assn. 
(alpa),  which  won  the  right 
to  represent  the  company's 
2,800  pilots  only  after  its 
third  tiy  in  1993.  On  Nov. 
25,  the  two  sides  will 
emerge  from  a  federally 
mandated  cooling-off  peri- 
od— possibly  hotter  than 
evei'.  The  union,  claiming 
that  management  has  no  in- 
tention of  signing  a  union 
contract,  is  threatening  a 
work  slowdown  smack  in 
the  middle  of  FedEx' 
busiest  season. 
DOUBLE  JEOPARDY.  So  far, 
management  isn't  budging. 
Executives  fear  that  doing 
so  would  encourage  the 
United  Auto  Workers  and 
Teamsters  to  renew  orga- 
nizing efforts  among  the 
company's  110,000  other  em- 
ployees. FedEx  also  may  be 
banking  on  an  employee 
group  that's  seeking  to  oust 
ALPA.  The  risk,  however,  is  that  FedEx 
could  wind  up  angering  employees  and 
customers  aUke.  "This  is  not  about  mon- 
ey," charges  Joseph  DePete,  head  of 
alpa's  FedEx  unit.  "It's  about  sending 
signals.  They  want  to  stop  the  unions." 

The  central  issue  is  one  of  control. 
Like  any  union,  alpa  wants  its  conti'act 
to  cover  as  much  ground  as  possible. 
Management  wants  the  opposite.  For 
instance,  FedEx  insists  that  pilots  based 
overseas  be  excluded  from  the  union 


pact.  That's  no  big  deal  now,  since  the 
company  employs  only  about  50  pilots 
overseas.  But  foreign  operations  accoimt 
for  12%  of  FedEx'  business  and  are 
growing  by  25%  a  year.  Management 
also  wants  the  right  to  hii-e  nonunion  pi- 
lots to  fly  leased  planes  in   

peak  season.  "If  we  give  in  ALPA'S  DePETE: 
to  [alpa's]  extravagant  de-  "'They  want  to  stop 
mands,  we'd  have  major  the  unions" 


FEDEX  VS.  ITS  PILOTS 

The  pilots'  union  has  been  negotiating  its  first  Federal  Express 
contract  for  17  months,  to  no  avail.  Major  issues  in  dispute: 

PyE_RS_EAS  PILOTS  LEASING 

FedEx  wants 


It  also  would  hft  the  limit  on  pasic 
payouts.  Still,  pensions  would  r4ai 
significantly  below  those  of  pilots 
jor  airlines,  says  alpa. 

One  reason  for  management's 
nosed  position  may  be  alpa's 
standing  among  pilots.  A  rival 
the  FedEx  Pilots  Association  (|p.i 
claims  to  have  1,160  signed  reqs;; 
for  a  new  union  election — ^jusl  2- 
short  of  a  majority.  While  req 
don't  necessarily  translate  into  ar 
alpa  votes,  FedEx  could  end  up  it 
no  union  at  all  if  both  groups  tog  lit 
can't  get  51%  of  the  vote  in  a  i< 
election.  "There  is  widespread  dis  t 
faction  with  the  way  alpa  has  r  n'l 
sented  pilots,"  charges  David  San  ir 

  chairman  of  the  comp  ir 

union's  steering  comm  k' 
He  argues  that  many  jitj 
prefer  a  more  concili; » 
approach  and  disagree  ii 
alpa's  hardball  tactics,  k 
as  the  Oct.  30  ad  in|.^ 
Today  thi-eatening  a  ho !; 
slowdown.  I 
VULNERABLE.  Still,  FeP 
hard-nosed  strategy 
backfii-e.  The  company 
it  is  well-prepared  for 
action,  with  a  syste 
spare  planes  and  ere 
control  center  that  can 
route  changes  down  t 
track  level,  and  phone  b| 
in  16  call  centers  to  ha  J 
most  emergencies, 
much  of  the  holiday  vol 
is  second-day  deliveiy,  m 
gives  the  company  r 
time  to  respond.  But  i 
counters  that  over  15' 


FedEx'  peak-season  fli 
r 


to  exclude  all 
foreign-based 
pilots  from  the 
union's  contract. 


Management 
insists  on  the  right 
to  lease  planes 
staffed  by 
nonunion  pilots. 


PAY  AND  BENEFITS 

The  union  is 
demanding  bigger 
pensions  and 
pay  hikes. 

DATA:  BUSINESS  WEEK 


problems,"  says  Charles  W.  Thomson, 
FedEx'  vice-president  for  personnel. 

FedEx  has  given  a  little  more  slack 
on  pay  and  benefits.  The  company  has 
offered  a  4%  pay  hike  in  the  fii'st  year 
of  a  three-year  contract  and  has  men- 
tioned the  possibility  of  a  small  increase 
tied  to  profitability  in  year  three.  But 
the  pilots — who  haven't  had  a  raise 
since  1990 — want  more.  Management 
has  agi'eed  to  boost  the  match  on  its 
401(k)  plan  from  $500  a  year  to  $4,500. 


are  flown  by  pilots  wor 
overtime,  which  is  vo 
tary — and  therefore  vul 
able  to  a  job  action, 
while  alpa's  overall  m 
bership    numbers  ar 
overwhelming,  ALPA  pi 
are   concentrated  in 
hubs  such  as  Los  Ang 
and  Newark.  "This  Isi 
skirmish  couldn't  come  at  a  moi'e  a 
fortunate  time  for  Federal  Expres 
says  Brian  P.  Clancy,  a  shipping  o 
sultant  in  Atlanta. 

Smith's  stance  could  succeed  if  eimn 
ALPA  members  decide  that  defying  in 
agement  makes  them  too  uncomfortit. 
in  FedEx'  usually  congenial  culture,  l 
if  pilots  pull  off  a  successful  hdi 
slowdown,  unions  may  loom  larger  i 
ever  in  the  company's  fiitm'e. 

By  David  Greising  in  Atlni 
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Karl  L.  Brunson  presents  ideas  in  California  from  a  ptione  modem  in  l\/1anassas,  Virginia. 

Whirl!  he  finds  much  ea^.ier  than  hopping  on  planes  all  of  the  time. 


Are  you  amazed  by  technology?  Probably  not.  Which  is  why  we  offer  dependable  products 
that  make  people's  lives  easier.  Does  that  work  for  you? 


Its  Amazing 


What   We    Can  Do 

Tog  e  t  h  e  r: 


The  right  processor  fc 


Pentium 

ieSOCESSOH 


Whether  you're  doing  financial 
analysis  or  creating  a  multimedia  pre- 
sentation, choosing  an  hitel  Pentium 
processor-based  PC  is  a  smart  move. 
That's  because  today's  business 


The  Intel  iCOMF'  Index  of  Relative  Processor  Performance  • 

Pn.LCssor  II     mil    :iill    <llll   4011    5011   Mill    71111    Sim    villi   inilll  mill 


Pcnliiin^ 
Peiiliun 
Penliun' 

Pl'IIIILIIII 

PcriluiTii 


(HI  MH/i 
li:il  MH/) 
I  IIKI  MH/l 
|><I1  MH;| 
17'i  MH;| 


11  intelligent  creatures. 

software  requires  more  processing  inside.  Contact  Intel  on  the  Internet 

power  than  ever  before.  So  when  at  http://www.intel.com/procs/ 

you're  buying  your  next  PC,  be  sure  pentium/  for  more  information, 
it  has  an  Intel  Pentium  processor 

l.iiol  Curporjiion  •Sciuat  iCdMP  A  Simplilicd  Mej^ure  nl  Rcl.ilivc  Inlel  Micr(iproi.e'.M>r  Perfomiaiite.  Inlel  Corp-,  1995 


Intel. 

The  Computer  Inside.^ 


OFFICE  PRODUCTS 


Every  week,  over  two  million  businesses  just  like 
yours  rely  on  Office  Depot  for  oil  thieir  office 
supply  needs.  Tfiis  is  because  every  day.  Office 
Depot  guarantees  low  prices  on  the  best  selection 
of  office  products  in  America. 


And  every  item  in  every  store  appears  in  Office 
Depot's  color  catalog,  so  you  con  order  by  phion 
or  fax  and  receive  guaranteed  delivery  next 
business  day.* 

Nobody  buys  for  less.  Nobody  sells  for  less  than 


^^Office  Depot  Has  Changed 
The  Way  America  Buys 

Office  Products. 
And  If  You  Run  A  Small 
Business^  You^ll  Agree- 
Ifs  A  Change  For  The  Better. 


Office  Depot's  stores  are  as  big  as  warehouses, 
and  are  stacked  to  the  ceiling  with  thousands  of 
office  supplies,  computers,  business  machines, 
software,  furniture,  everything  your  business  needs. 
We  even  offer  printing,  copying.  Dun  &  Brodstreet 
credit  reports,  and  mailing  lists. 


Office  Depot.  We've  become  the 
#1  office  products  retailer  in 
the  country  by  taking  core  of 
business  for  small  companies 
like  yours!  For  a  free  catalog, 
coll  1-800-685-8800. 


Taking  Care  Of  Business! 


OFFICEUEPOT 


Over  450  Locations  in  35  States  and  the  District  of  Columbia:  Alabama,  Arkansas,  Arizona,  California.  Colorado,  District  of  Columbia,  Florida,  Georgia, 
Hawaii.  Idatio,  Illinois,  Indiana.  Iowa,  Kansas,  Kentucky,  Louisiana,  Maryland,  f\yiinnesota,  Mississippi,  Missouri,  Mictiigan,  Nebraska,  Nevada,  New  Mexico.  North  Carolina, 
Ofiio.  Oklahoma,  Oregon,  Pennsylvania,  South  Carolina,  Tennessee,  Texas,  Virginia,  Washington,  West  Virginia.  Wisconsin. 

'All  phone  orders  received  by  5  pm  and  all  fax  orders  received  by  3  pm  (Mon.-Fn.)  are  delivered  the  next  business  day  within  local  trading  area. 
Orders  received  on  Saturday  and  Sunday  are  delivered  the  following  Tuesday 


Special  Report 


ENnRPRISE 

Timely  Insights 
for  Small  Business 


In  Box 


page  2 


Economics 


page  26 


Useful  tips  on  taxes,  online 
treasures,  workers'  comp. 


credit  cards,  and  free  stuff. 

rechnology  page  4 

s  the  job  at  hand  too  big  for  you?  Link  up  with 
ther  small  companies-and  let  the  data  flow. 

Companies  page  lo 

^ith  its  modular  houses  for  export,  Chadwick  has 
Qund  a  niche  that  many  a  monolith  would  en\y. 

Marketing  page  12 

xolden  Oidies  Zippo:  What's 
.  lighter  maker  to  do  in  the  '90s? 
>irect  Selling  The  portable 
>outique:  A  rich  stitch  niche. 

[nternational 


With  inflation  around  3%  and  maybe  lower  next  year, 
price  hikes  are  a  delicate  matter.  Still,  some  outfits 
are  finding  ways  around  consumer  resistance. 

Government  page  27 

Since  1969,  the  SBA's8(a) 
program  has  helped  minority- 
owned  companies  land  jobs. 
Has  it  worn  out  its  welcome? 


Roundtable 


page  30 


page  20 


Vsia  How  to  land  in  Bangkok  with  a  suitcase 
ind  a  Mac-and  build  a  million-dollar  business. 
l^exiGO  Peso  plunge.  Culture  clash.  Franchisees 
lere  had  better  be  fast  learners,  or  it's  adios. 


Loans,  networking,  training:  Laura  D'Andrea  Tyson 
of  the  National  Economic  Council  sees  more  help  on 
the  way  from  Washington  for  women  entrepreneurs. 

At  Your  Service  page  32 

Boards  of  directors  aren't  just  for  the  GMs  of  the 
world.  But  setting  them  up  is  a 
bit  different  for  smafl  business. 

Wit's  End  page  35 


How  do  you  measure  a  whale? 
Ask  Commerce-we  dare  you. 
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Some  Good  News  On  Taxes 


The  tax  package  now 
wending  its  way 
through  Congress  has 
some  palpable  benefits  for 
owners  of  small  businesses. 
Here's  what's  in  the  works 
so  far: 

•  Family  businesses  are  ex- 
pected to  get  a  break  on 
estate  taxes,  which  can  be 
so  onerous  that  heirs  are 


forced  to  sell  or  liquidate 
their  businesses  to  cover 
them.  The  American  Fami- 
ly-Owned Business  Act  ex- 
empts up  to  $1.5  million  of 
business  assets  from  feder- 
al estate  taxes,  on  top  of 
the  current  $600,000  per- 
sonal exemption.  For  higher 
amounts,  the  top  rate 
would  be  reduced  from  the 
existing  5.5%  to  27.5%.  Still, 
many  businesses  wouldn't 
be  able  to  take  advantage 


of  the  proposal  because  of 
strict  criteria  governing 
what  qualifies  as  a  family 
business. 

•  Both  the  House  and  Sen- 
ate have  various  pension- 
reform  proposals  in  their 
bills.  The  most  exciting  one 
for  small  business  is  Senate 
Majority  Leader  Bob  Dole's 
Savings  Incentive  Match 

Plan  for  Employees, 
or  SIMPLE,  says 
Seth  H.  Tievsky,  a 
principal  at  Ernst  & 
Young's  national  tax 
office.  SIMPLE  would 
make  retirement 
plans  easier  for 
small  businesses  to 
afford  and  imple- 
ment, by  eliminat- 
ing nearly  all  the 
fedei'al  i-eporting  re- 
quirements that 
now  determine  a 
plan's  eligibility.  The 
employer  would  be 
responsible  for  mak- 
ing a  specified  level 
of  matching  contri- 
butions, but  not  for 
administering  the 
plan.  The  House  bill 
for  revamping  the  existing 
Simplified  Employee  Pen- 
sion (SEP)  plan  also  calls  for 
removing  some  of  the 
administrative  hurdles, 
though  not  as  many  as  sim- 
ple would. 

•  Health-insurance  deduct- 
ibility for  self-employed 
business  owners  was  in- 
ci'eased  fi'om  30%  to  55% 
in  the  Senate  bill,  but  this 
provision  is  not  in  the 
House  version. 


TURNING  EMPLOYEE 
EXPENSES  INTO 
FREE  MILES 

Tired  of  seeing  employ- 
ees rack  up  rebates  on 
business-related  charges 
you  reimbursed?  Wells  Fargo 
Bank  has  what  it  says  is 
the  only  rebate  card  that 
lets  small-business  owners 
earn  free  air  travel  from  em- 
ployees' spending.  With 
BusinessMiles  Mas- 
terCard, owners 
earn  one  "air 
mile"  for  each 
dollar  they  and 
their  employ- 
ees spend.        ;  ,/ 
The  awards —     I'fr^''  ' 
nonrefundable 
round-trip  domestic  tick- 
ets— can  be  issued  in  any- 
one's name,  so  owners  can 
dole  out  the  perks. 

"Small-business  owners 


$1,289 

SIUCQN 
VALLEY  . 


work  hard.  They  take 
risks,  and  we  believe 
deserve  to  be  rewarde 
have  a  little  fun,"  sav 
Lucile  Reid,  a  senior 
president  at  Wells  F<^t 
The  ( . 
availat 
compel 
with  u|) 
$5  milli 
sales.  M  , 
is  cappec 
180,000  . 
business  or 
60,000  per  card.  Thet 
$50  enrollment  charge:- 
business  and  an  annut 
membership  fee  of  $'j 
card.  To  learn  more,  c,l 
800  35-WELLS. 


ONLINE  RESOURCES  TO  CHECK  OUT 


THE  IDEA  CAFE  (http://wMW.IdeaCafe.com); 

I lively  new  site  on  the  World  Wide  Well  i 
seeks  to  provide  small-business  folk  will 
sources,  information,  and  expert  advice 
well  as  with  entertainment  and  a  chanc  r 
interact.  You  can  reach  it  through  business  week's  Si! 
Business  Center  on  America  Online. 

■  JOBTRAK  (http://www.jobtrak.com)  can  get  your  jdli  | 
ing  out  to  youi'  choice  of  more  than  800  college-reci'i  1 1 1 
ment  offices  around  the  country.  Target  only  the  scImi 
you  want.  Call  800  999-8725  for  information. 

■  THE  ECONOMIC  BULLETIN  BOARD  from  the  Commeid 
Dept.  (Telnet  address:  ebb.stat-usa.gov)  offers  trade  Ici 
current  economic  statistics,  and  analysis  of  foreign  nia 
kets.  An  annual  subscription  to  the  EBB  is  $45  plus  a 
nect  charges.  For  a  free  trial,  type  "guest"  when  askt  ( 
for  a  user  id,  or  call  202  482-1986  for  more  informatini 

■  BUSINESS  ADVISOR  is  a  new  service  Deloitte  &  Toucl 
has  launched  on  the  Microsoft  Network.  It  includes  ad  i 
on  both  personal  and  business  finance.  You  can  reach  [■ 
loitte  &  Touche  Online  through  the  Microsoft  Network 
Business  &  Finance  Directory. 
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CLEARING  CUSTOMS 


Coping  with  customs  is 
r 


GREEN  AREAS  ARE  PORTIONS 
OF  THE  REGIONAL  TOTALS 


VENTURE-CAPITAL 
FUNDS  ARE  FLOWING 

TOTAL  VENTURE-CAPITAL  INVESTMENT 

MILLIONS  OF  DOLLARS 

Price  Waterhouse  has  surveyed 
more  than  500  venture-capital 
firms  to  find  out  w/here  they  are  in 
vesting.  They  shelled  out  a  total  of 
$5.1  billion  in  the  U.S.  from  July, 
1994,  through  June,  1995.  The 
biggest  winner:  Silicon  Valley, 
with  $1.3  billion. 

DATA:  PRICE  WATERHOUSE  NATIONAL 
VENTURE  CAPITAL  SURVEY 


FREE  STUFF 


16  Women's  Business  Development  Center  and  the 
!ral  Reserve  Bank  of  Chicago  have  prepared  a  41- 
brochure,  Access  to  Credit:  Women,  Lenders  and 
II  Business  Loans,  A  Gtiide.  Call  the  bank  at  312 
5111  for  a  copy. 

Rowe  Price  is  offering  two  new  retirement-plan 
Tnation  kits:  one  on  Keogh  plans,  which  need  to  be 
ap  by  Dec.  31  for  1995  deductions,  and  another  on 
jlified  Employee  Pension  (SEP)  plans  (you  have  until 

15).  Call  800  492-7670  to  order. 

16  National  Coopei'ative  Bank  is  offering  a  six-page 
phlet,  How  to  Organize  a  Cooperative,  for  those  in- 
sted  in  a  pui'chasing,  marketing,  service,  or  employ- 
sraed  co-op.  Call  800  955-9NCB  to  request  a  copy. 


no  easy  trick:  Only 
36%  of  751  small- 
business  exporters 
surveyed  by  Feder 
al  Express  Corp. 
said  they  under- 
stand the 
regulations 
for  countries 
to  which 
they  export. 
In  fact,  when 
asked  about 
major  obstacles, 
export  managers  for 
businesses  with  100 
employees  or  less 
named  customs  the 
No.  1  barrier.  Get- 
ting products 
through  takes  an 
average  of  four 
days,  the  survey 
found. 

Surprisingly, 
most  businesses 
told  Federal  Ex- 
press they  suffer  no  finan- 
cial loss  as  a  result  of  de- 
lays. "They  are  being 
incredibly  naive  when 


they  say  that,"  says 
James  J.  Wheeler,  vice- 
president  of  Global  Trade 
Services,  noting  the  phone 
calls,  the  aggravation,  and 
the  loss  of  a  customer's 
"good  will."  The  top  three 
markets  for  small 


A  CHECK  AT  THc 
•FRENCH  bSJS 


business  ex- 
ports? Canada,  Mexico, 
and  the  United  Kingdom, 
the  survey  found. 


HEALTHIER 
AT  HOME? 

V  there's  some 
oof  that  working  at 
I  is  not  only  con- 
5nt  but  good  for 

health,  too.  Of 
I  than  1,000 
3-based  business 
;rs  surveyed  by 
61%  reported  that 
get  sick  less  often 

people  they  know 
work  in  a  group 
ng.  That  may  not 
lerely  because  they 
i  more  germs  by 
ng  at  home:  Some 
i  of  respondents 
reported  that  they 
:ise  regularly. 


Ferreting  Out  Workers'  Comp  Fraud 


D 


io  you  suspect  that  one  of  your  employees  is  milk- 
ing a  supposedly  work-i-elated  injuiy  for  all  it's 
woith?  There  are  many  ways  to  identify  possible 
workers'  compensation  fraud,  accoi'ding  to  the  National 
Insurance  Crime  Bureau,  which  is  prosecuting  employ- 
ees for  this  ti'ansgTession  in  record  numbers  this  year. 
The  NICE,  funded  by  insurers,  works  with  police  de- 
partments to  investigate  property-casualty  insurance 
fraud.  Consider  it  a  red  flag  if  the  injm-ed  worker: 

•  Reports  that  the  accident  occun-ed  in  the  early  morn- 
ing, especially  on  a  Monday.  It  may  be  a  sports-related  or 
weekend  injmy  claimed  as  having  happened  at  work. 

•  Says  the  injury  occurred  in  an  area  where  he  or  she 
wouldn't  normally  be  (especially  if  it's  a  high-risk  area),  or 
if  no  one  witnessed  the  accident. 

•  Is  facing  financial  pressures  or  anticipates  disiiiption  in 
pay  due  to  an  impending  strike  or  looming  layoffs. 

•  Has  a  history  of  shoit-term  employment  or  lied  on  the 
original  job  application. 

•  Changes  doctors  several  times  while  undergoing  treatment  for  the  injury. 

•  Takes  off  more  work  days  than  the  I'eported  accident  would  seem  to  warrant. 

•  Retains  legal  representation  immediately  after  the  accident  has  occurred. 
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Technology 


A  CUniNG-EDGE  STRATEGY 
CALLED  SHARING 

Networking  will  bolster  small-company  co-ops 


housands  of  small  manufacturers 
are  skating  on  ever  thinner  ice. 


Most  earn  theii"  keep  by  producing 
parts  for  large  suppliers  who,  in 
turn,  serve  masters  such  as  the  Big 
Three  or  the  Pentagon.  But  the  Boe- 
ings, Chiyslers,  and  TRWs  of  the  world 
no  longer  want  to  bother  buying  parts 
fi'om  a  score  of  supphers  to  build,  say,  a 
car  seat.  To  assure  quality  and  to  speed 
products  to  market  quickly,  they  want 
one  company  to  take  responsibility  for 
the  whole  thing — or  at  least  major  ele- 
ments of  it.  For  a  company  with  10  or 
15  employees,  that  can  be  asking  for 
the  moon. 

So  fiercely  independent  small  manu- 
facturers are  being  forced  to  learn  a 
new  skill:  cooperation.  And  they'll  soon 
have  to  pick  up  another:  electronic  data 
interchange. 

EDI  involves  linking  companies  to- 
gether electronically  so  their  computers 
can  automatically  handle  many  business 
chores,  from  dealing  with  purchase  or- 
ders to  exchanging  engineering  blue- 
prints. The  system  is  particulai'ly  criti- 
cal today,  when  all  facets  of  product 
development,  from  design  to  iinal  as- 
sembly planning,  happen  simultaneous- 
ly and  in  different  locations,  edi  will 
soon  be  simply  the  opening  ante  to  get 
in  the  game  with  major  manufacturers 
in  such  industries  as  aerospace,  autos, 
clothing,  and  electronics. 
TALENT  POOL.  As  often  happens,  edi  is 
a  case  where  c(im|)anies  picking  up  new 
technology  skills  will  have  to  rethink 
the  way  they  work.  Hundreds  of  small 
manufacturers  in  the  U.  S.  and  abroad 
are  doing  just  that.  They  ai-e  leaiTiing  to 
think  as  one  by  joining  flexible  manufac- 
turing networks.  And  their  experiences 
suggest  ways  that  non-manufacturers 
may  need  to  evolve  in  the  future,  too. 
The  members  of  these  mini-consortiums 
pool  talents  for  jobs  too  big  foi-  any  one 
of  them  to  tackle.  The  idea  of  cooperat- 
ing or  even  shai'ing  infoi'mation  with 
once  and  future  competitors  is  not  a 
comfortable  concept.  That's  one  reason 
why  flexible  manufacturing  gr(jups  are 
so  reluctant  to  let  go  of  fainihar  technol- 
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eign  to  most  executives  in  the  job-shop 
business,  others  are  quick  to  spot  a 
parallel.  "We  thought  we  were  a  flex- 
ible manufacturing  group  until  some- 
one told  us  we  were  really  a  virtual 
corporation,"  says  Robert  E.  Steele, 
chief  operating  officer  of  positech  Man- 
ip  move  more  swiftly  to  NETWORKING  ufacturing  Group,  an  alli- 
and  fulfill  contracts.  The    ance  of  nine  small  compa- 


such  as  express  deUvery  and  fax 
hines. 

oing  digital  would  reap  many  bene- 
Small  companies  could  then  connect 
shared  database  and  instantly  coor- 
te  production  schedules  and  blue- 
t  revisions,  which  would  help  the 


ble  manufacturing  alliances  can  eas- 
)rganize  smaller  teams  for  certain 
racts  that  last  only  as  long  as  it 
s  to  get  a  specific  job  done.  If  aU 
sounds  like  the  much-ballyhooed  no- 
of  the  "virtual  corporation,"  it  is. 
Tiile  such  a  concept  may  seem  for- 


When  Competitors 
Collaborate 

Small  businesses  are  getting  a  big  boost 
from  flexible  manufacturing  networks,  or 
alliances  of  several  manufacturers  who 
cooperate  in  winning  and  filling  con- 
tracts. Here's  a  theoretical  example  of 
how  such  a  network  might  produce  a 
mousetrap: 

ALICIA  MUNROE  IS  BUSINESS  MANAGER 

at  Agile  Production  Team,  a  group  of  five 
small  companies.  She  persuades  NetTrapper 
to  allow  APT  to  bid  on  a  $700,000  contract 
for  hardwood  mousetraps.  Munroe  analyzes 
the  data  on  the  product's  rosewood  base, 
the  snapper  spring,  and  the  bait  plate, 
matching  the  various  parts  to  the  expertise 
of  APT  members.  She  figures  four  members 
could  make  one  or  more  parts:  Accurate 


nies  in  West  Virginia.  "And  it's  true. 
We've  become  a  virtually  large  com- 
pany. But  instead  of  farming  out  work 
to  internal  departments,  we  farm  it  to 
our  member  companies." 

The  results  speak  for  themselves.  This 
year,  Steele's  group  has  collectively  bid  on 
contracts  worth  $.300,(XX)— ' 
and  won  $200,000  in  busi- 
ness that  no  member 
would  have  gone  after  in- 
dividually. For  example,  a 
six-company  team  recently 
shipped  12,000  tank-tread 
parts.  Producing  them  was 
"beyond  the  ken  of  any 
one  company,"  says  Steele, 
"and  we  have  two  open 
contracts  for  more." 

Currently,  only  the  lead 
company,  positech  Inter- 
national in  Wheeling, 
where  Steele  heads  the 
Aviation  Div.,  has  a  com- 
puter system  that  can 
swap  EDI  data  with  its 
customers.  But  Steele  is 
urging  the  rest  of  the 
group  to  install  edi  sys- 
tems, since  that  would 
eUminate  a  major  source 
of  errors:  manually  trans- 


Metalbending,  Autopiping,  Wound  Up 

lating  the  engineering 
FROM  HER  HOME  OFFICE,  Munroe  faxes  the  ^^^^^  blueprints 
specifications  to  the  four  companies,  inviting  '"/^  ^'^^  language 
them  to  bid  on  individual  parts.  Autopiping  computer-controlled 
comes  in  with  the  lowest  price  on  the  wood 
base.  Zeus  Technology  beats  out  Wound  Up 
for  the  snapper.  Accurate  Metalbending  wins 
the  bait  plate.  Munroe  combines  these 
quotes  and  sends  off  the  APT  bid. 


APT  WINS,  AND  MUNROE  HANDS  OUT  the 

contract  prizes  to  Zeus  and  Accurate  Metal- 
bending — and  Autopiping,  which  also  will  han- 
dle final  assembly  and  shipment  of  finished 
traps.  The  purchase  orders  include  an  added 
"tax"  of  3%  to  help  cover  Munroe's  expenses. 

WHILE  PRODUCING  THE  PLATES  for  trap 
No.  2,854,  Zeus's  machinery  goes  haywire. 
Munroe  gets  a  frantic  call  for  help.  In  such 
emergencies,  APT's  members  have  agreed 
to  take  up  the  slack  at  the  winner's  price. 
Wound  Up  steps  in. 

AFTER  APT  DELIVERS  THE  LAST  TRAP, 

meeting  all  quality  targets,  NetTrapper 
rewards  APT  with  a  follow-on  contract 
worth  $250,000. 


machine  tools. 

Moving  to  EDI  will  soon 
be  necessary  to  bring 
positech  and  similar 
groups  into  compliance 
with  orders  from  the  Pen- 
tagon and  major  manufac- 
turers. The  Defense  Dept. 
says  it  will  require  elec- 
tronic interchange  as  soon 
as  1997  for  contracts  of 
less  than  $100,000.  And 
by  2005,  EDI  could  be 
mandatory  for  all  federal 
purchases.  The  National 
Institute  of  Standards  & 
Technology,  the  Interna- 
tional Standards  Organ- 
ization in  Geneva,  and 
several  industry  groups 
have  defined  the  uniform 
formats  needed  for  such 
electronic  commerce,  and 
the  Pentagon  is  funding  a 


nationwide  effort  called  cals.  That  used 
to  stand  for  Computer-aided  Acquisi- 
tions &  Logistics  Support  but  now 
means  Continuous  Acquisition  &  Life- 
cycle  Support.  Whatever  the  name,  the 
program  provides  advice  and  resources 
in  getting  EDI  going  . 

Considering  the  potential  benefits, 
EDI  is  not  very  expensive.  Setting  up  a 
system — including  a  computer,  modem, 
software,  and  certification  of  compliance 
with  EDI  standards — can  cost  as  little 
as  $3,000  to  $5,000.  Communications 
charges  via  a  special  edi  network  vary 
with  volume,  but  might  run  $150  a 
month  for  a  small  company. 
ITALIAN  IMPORT.  The  idea  of  collabora- 
tions among  manufactiu-ing  companies 
first  wafted  into  the  U.  S.  10  years  ago 
from  northern  Italy.  There,  legions  of 
tiny,  cottage-industry  companies  belong 
to  multiple  support  networks.  The 
25,000  mini-companies  in  Italy's  Emilia- 
Romagna  region,  for  example,  support 
hundreds  of  flexible  manufacturing  net- 
works. The  advent  of  these  "flexnets"  in 
the  late  1970s  has  been  a  boon  for  ex- 
ports and  a  tonic  for  the  local  econo- 
my. By  1985,  the  region  had  Italy's  sec- 
ond-highest per  capita  income,  up  from 
No.  17  a  decade  earlier 

Some  250  manufacturing  co-ops — 
most  prime  candidates  for  edi — are  now 
scattered  across  the  U.  S.  Perhaps  twice 
as  many  are  being  planned,  according  to 
usNet,  a  Chapel  HiU  (N.  C.)  organization 
that  assists  state  agencies  in  creating 
flexnets.  Erie,  Pa.,  is  home  to  a  close 
cousin  of  positech,  the  ebc  Industries 
network.  Like  the  positech  group,  there's 
a  lead  company,  ebc  Industries  Inc.,  that 
has  suiTounded  itself  with  a  dozen  local 
machine  shops  that  have  complementary 
talents  in  various  aspects  of  metalwork- 
ing.  Since  1986,  when  ebc  President  Har- 
ry E.  Brown  took  over  the  company, 
sales  and  employment  have  tripled,  to 
$8.2  million  and  80  workers.  "A  good 
deal  of  that  has  come  from  networking," 
says  Brown.  "And  right  now,  we're  about 
two  steps  from  edi." 

This  company-centric  model  is  not 
the  rule.  But  flexnets  come  in  so  many 
styles  and  flavors  it's  hard  to  tell  just 
what  the  norm  is.  They  span  the  indus- 
trial waterfront,  from  bookbinding  and 
dressmaking  to  fishing  and  logging.  A 
few  groups  have  100  members  or  more, 
but  most  have  5  to  15.  The  atmosphere 
can  be  autocratic  or  participative.  Sales 
and  service  may  be  handled  jointly  by 
the  companies'  existing  staffs,  or  central- 
ly by  someone  who  works  full-time  for 
the  group — or  even  by  independent 
reps.  Probably  the  one  safe  bet  with 
flexnets  is  that  a  local  chapter  of  the 
National  Tooling  &  Machining  Assn. 
helped  get  things  rolling. 

It  was  the  ntma,  for  example,  that 
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provided  some  seed  money  in  Wichita 
for  Kansas  Manufacturers  Inc.  Of  the 
20-odd  job  shops  in  this  flexible  manu- 
facturing group,  only  one  has  annual 
sales  of  more  than  $4.5  million.  Yet  act- 
ing in  concert,  kmi  recently  snagged  a 
$1.7  million  order-  for  auto  parts  ft-om 
Sweden's  Halde.x  Coip.  In  Athens,  Ohio, 
ACEnet  is  helping  40  local  food  compa- 
nies perfect  processing  methods  and 
marketing  techniques.  The  Columbus 
(Ind.)  area  is  home  to  FlexCell  Group: 
It  has  a  core  of  10  metal- 
working  shops  and,  like 
the  other  cooperatives,  is 
training  its  sights  on  edi. 

Seattle  companies  be- 
gan assembling  networks 
in  the  wake  of  defense 
downsizing  and  Boeing 
Co.'s  outsourcing  of  more 
work  to  foreign  suppliers. 
The  Pacific  Manufacturing 
Group,  a  collection  of  eight 
little  job  shops,  was 
formed  in  1992.  PMG 
scored  its  fii'st  big  win  in 
late  1998:  a  $500,000  job 
for  bulkhead  doors  in 
Navy  ships.  Since  then, 
PM(;  'has  won  a  $300,000 
follow-on  contract,  "and 
we  hope  to  continue  build- 
ing more  of  these  doors," 
says  Lea  E.  Cole,  the 
group's  business  manager. 
She's  the  point  person 
who  wins  new  business  by 
selling  PMG  as  a  virtual 
company. 

FALSE  STARTS.  Cole,  a 
fomner  procurement  spe- 
ciaUst  at  a  customer  of  a 
PMG  member,  came  on 
boai'd  last  February.  Since 
then,  PMG  has  bid  on  con- 
tracts woith  $1.3  million — 
and  landed  about  20%  of 
that  amount.  "Lea  is  the 
reason  we're  beginning  to 


Technology 


the  comfort  level  has  risen,  pmg  is  ready 
for  the  next  step:  It  wants  to  move  to 
EDI  next  year*. 

PMG  could  be  just  the  beginning,  if 
J.  Paul  Knox  has  his  way.  As  a  manag- 
er in  Washington  State's  Community 
Development  Dept.,  he  helped  pmg  get 
off  the  gr-ound  with  a  two-year,  $35,000 
gi'ant.  The  companies  mor'e  than 
matched  that,  ponying  up  $50,000.  So 
last  year,  Knox  amassed  a  $650,000  kit- 
ty of  federal,  state,  and  private  funds  to 


For  More  Information... 

Here  are  some  selected  sources  on  flexible  manufacturing 
networks  and  electronic  data  interchange  (edi). 


BOOKS 


begin  creating  pmg  clones.  In  the  wrl 
now  are  an  Aerospace  Alliance  of  3(  x 
companies  and  a  coalition  of  P2 
Sound  shipbuilder's  and  r-epair-  fir 
Washington  has  also  joined  usNct 
year-old  consortium  of  15  states  ;i 
at  cr-eating  the  inft'astr-ucture  to  t  v 
tate  more  networking. 

iiSNet  is  ram  by  Chapel  Hill's  lo- 
al  Technology  Str-ategies  Inc.  and  f 
ed  for  three  yearns  with  $2.7  million 
the  Pentagon's  Technology  Reiip 
ment  Project  and  ^ 
membership  fees 
$25,000  a  year.  Or-igii 
says  usNet  Directs 
Trent  Williams,  "we  1" 
heavy  electronics  or  ir 
tion."  He  figured  a  li 
time  would  be  devott 
promoting  EDI  syst' 
and  Intermet  access 
flexnet    members.  ; 
companies  first  hai 
lear-n  the  basics  of  w; 


CONCEPT  OF  OPERATIONS  DOCUMENT  This  how  to  manual  for 
small  companies  thinking  about  forming  a  flexible  manufacturing 
network  will  soon  be  available  from  the  West  Virginia  High  Tech- 
nology Consortium  Foundation  in  Fairmont,  W.  Va.  (304  366- 
2577).  The  manual  will  include  sections  on  legal  issues,  organiza- 
tional structure,  and  edi.  Cost:  Mailing  fee  only.  jf,g  together,  so  usNct 

so  far  been  involve 
helping  define  the 
tial  baby  steps. 

usNet's  electronics 
sion  is  about  to  taki^  s 
in  Connecticut,  hov\< 


THE  WHY  EDI  GUIDE  FOR  SMALL  AND  MEDIUM-SIZE  ENTER- 
PRISES looks  at  the  experiences  of  127  small  companies  from 
around  the  world,  with  in-depth  case  histories  on  12  of  them.  Pub- 
lished by  EDI  World  Institute  in  Montreal.  Phone  514  288-3555; 
fax  514  288-4199;  E-mail  ediwi@ediwi.ca.  Cost:  $30. 


ORGANIZATIONS 


DATA  INTERCHANGE  STANDARDS  ASSN.  in  Alexandria,  Va 
(703  548-7005).  disa's  World  Wide  Web  address  on  the  Internet 
is  http://www.disa.org/.  ^^^"^ 

EDI  WORLD  INSTITUTE  in  Montreal  (514  288-3555).  Internet 
Web  address:  http://www.ediwi.ca/ediwi/. 

ELECTRONIC  COMMERCE  RESOURCE  CENTERS  (ecrss,  former 
ly  known  as  cals  Resource  Centers)  in  California,  Georgia,  Ohio, 
Pennsylvania,  Texas,  Virginia,  and  Washington  State.  Administered 
and  funded  by  the  Pentagon's  Advanced  Research  Project  Agency 
(703  681-3490).  ecrcs  have  industry  experts  on  call. 
Details  are  on  the  World  Wide  Web  at  http://www.ecrc.ctc.com/. 

NATIONAL  INSTITUTE  OF  STANDARDS  &  TECHNOLOGY  (nist) 
in  Gaithersburg,  Md.  (301  975-5020).  nist's  Manufacturing  Ex- 
tension Partnership  (mep)  program  has  field  offices  across  the  U.S. 


The  state-supported  1 
ible  Manufacturing  ' 
wor-ks    Center    (i  \i 
based  at  Central  Cuim 
State  Univer-sit 
New  Britain,  was  [r, 
the  switch  in  Noveir> 
on  what  may  be  Anav 
ca's  first  state-sponsire 
electronic-commerce 
tem.  It  is  designed  to  fi 
vide  cut-rate  edi  serSc 
for  the  state's  five  esBt 
ing  flexnets  as  well  as  fe\ 
en  mor-e  in  the  planji 
stage.  Officials  also  Ifp 
to  bring  in  dozens  of  (Br 
necticut's  5,000  other  spa 


really  turn  on  this,"  says  manufactur-ei-s,  mosft 


John  A.  Coumoyer,  presi- 
dent of  PMG  and  of  Accu- 
rate Machining  in  Mukil- 
teo.  Wash.  Earlier,  there 
had  been  some  false 
starts,  he  admits.  At  one 
point,  several  pm(;  mem- 
bers "just  couldn't  cooper- 
ate with  competitors  and 
share  what  they  consid- 
ered confidential  informa- 
tion. Without  troist,"  Com-- 
noyer  stresses,  "you  don't 
stand  a  chance."  Now  that 


NATIONAL  TOOLING  &  MACHINING  ASSN.  in  Fort  Washington, 
Md.  (301  248-6200). 

USNET  in  Chapel  Hill,  N.C.  (919  933-6699)  is  working  with  gov- 
ernment agencies,  universities,  and  industry  groups  in  15  states 
to  foster  manufacturing  collaborations  and  edi. 


BUSINESS  WEEK  ONLINE 


To  exchange  information  with  other  small-business  owners  or  get 
updated  sources  of  help,  check  out  the  Small  Business  Center  in 
Business  Week  Online,  available  through  America  Online. 

BUSINESS  WEEK  editors  will  host  a  live  online  conference  on  this 
subject  on  Thursday,  Nov.  16  at  8  p.m.  est. 


which  depend  heavil\|o 
defense  business,  "'tbi 
EDI  problem  is  one  tltt 
here  right  now,"  sfy 
FMNC  Director  Alanil 
Kendrix.  "Small  maniftf 
turers  are  being  tolc|b 
these  large  companiesifii 
ther  do  it  or  we'll  iJi 
someone  else  who  will.Hi 
that  envir-onment,  vje 
small  company  wantlti 
be  the  last  to  change 
By  Otis  Part  in  New  llr/ 
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Showing  flowers  on  the  Internet  has 

really  helped  my  business  grow.  With  pictures  from 

my  new  DC40  camera,  my  floral  arrangements  look  as  fresh  on  my  home  page  as  in 
my  store  front  window.  I  just  wish  people  would  stop  sniffing  my  screen. 


•  IBM  PC  700  computer 
Florist 


We  thought  you  should  hear  it  straight  from 
computer  expert. 

The  Kodak  Digital  Science^  DC40  camera  takes 
aazingly  clear  and  colorful  digital  pictures.  Just 
)int,  shoot,  then  plug  into  your  computer.  That's  how 
mple  it  is  to  add  bright,  beautiful  images  to  your 
>mmunications  and  presentations.  Instantly. 

And  with  a  complete,  integrated  line  of  Kodak 
igital  Science  products  like  photo  CDs,  CD  writers, 
id  thermal  printers,  adding  new  imaging  components 
'  your  system  is  just  as  easy.  In  no  time  at  all,  your 
:sktop  can  become  a  complete  digital  imaging  system. 


more  information,  call  1-800-322-2177  ext  203  in  the  US  In  Canada,  call  1-800-465-6325  ext  36100 
bk.  Digital  Science  and  the  ds  monogram  symljol  are  trademarks  of  the  Eastman  Kodak  Company, 
astman  Kodak  Company.  1995 


Kodak  Digital  Science  products  do  more  than  give 
your  work  the  power  of  pictures.  They  can  help  your 
business  flourish.  To  find  out  more,  contact  your  dealer  or 
visit  us  on  the  Worldwide  Web  at  http://vmw.kodak.com/ 


Capacity: 

48  high-resolution 

Depth: 

6.1  inches 

99  snapshot-resolution 

Width: 

5.3  inches 

Image  size: 

756  X  504  resolution 

Height: 

2.2  inches 

Bit  depth: 

24-bit  color 

Weight: 

1  pound 

Memory: 

4  MB  RAM 

Compatibility: 

PCs  and  MACINTOSH 

Flash: 

4  to  9  feet 

computers 

Batteries: 

4  AA  lithium 

Kodak  ck 

digital  science  -  ^ 


It's  how  you  put  pictures  to  work. 


[aiiuctiu 
river's  airbag. 

idge  is  the  only  full 
le  truck  manufacturer 
put  a  standard 
iver's  airbag  in 


er\'  single  truck  it 
'ilds.  So  of  course, 
■)dge  Ram  Van  comes 
th  one.  With  such 
dication  to  safety 
s  no  wonder  we 
ep  so  many  of 
ir  customers. 


mm 


I 

More  hard- 
working power. 

Dodge  lias  what  is, 
overall,  the  most 
powerful  line  of  truck 
engines  on  the  pkmet. 
So  it 's  no  surprise 
that  Rcmi  Van's  3. 9L 
Magnum®  V-6  engine 
gives  you  more 
standard  horsepower 


II lull  uiiy  i/i/tc/  vtAii. 

What 's  more,  two 
Magnum  V-8s  are 
available -a  5.2L  and 
a5.9L 

Standard 
anti-lock  brakes. 

To  help  you  get  to 
work  safely.  Ram  Van 
is  equipped  with 
standard  rear-wheel 
or  available  four- 
wheel  anti-lock  brakes. 


With  Dodge  Ram  Van,  you  get 
to  select  anumg  three  body 
lengths.  Not  only  that.  Ram 
Van 's  maximum  pay  load  is 
greater  than  Ford,  Chevy  or 
CMC.  And  its  maximum 
towing  capacity  is  an 
impressive  9,000  lbs. 

We  stand  behind  our  work.  Ram  Van  is 

backed  by  our  Customer  One  Care™  3-year  or 
36.000-mile  buinper-to-buniper  warrant}-  and  3/36 
Roadside  Assistance.  There's  a  7-year/100,000-mile 
outer  body  rust-through  warranty,  too.' 


SoUd  value.  Y(mr  Dodge  dealer  offers  a  Ram  Van  Tradesman  Package  that  includes 
many  of  the  options  you  look  for  in  a  work  van.  For  the  name  of  your  nearest  dealer,  or 
for  infonnation  on  commercial  buyer  incentives,  call  1-800-WORK RAM. 

"See  limited  warranties  and  restnctions  at  your  dealer.  Excludes  normal  maintenance  &  wear  items. 
Always  wear  your  seat  belt  for  a  fully  effective  airbag. 


America's  Truck  Stop  'wM  The  New  Dodge 

V  A  DlVISIOhJ  OF  THF  CHR¥!^tF(f  CORPORATION 


ENTERPRISE 


Companies 


HOMES  ACROSS 
THE  WATER 

Chadwick  exports-and  finances-houses  around  the  globe 


Owning  your  own  home:  It's  the 
American  ch'eam.  Now,  a  northern 
Virginia  company  has  found  a 
way  to  package  that  dream  and 
export  it.  Chadwick  International  Inc. 
sells  modular  homes — light  fixtures  and 
financing  included — in  emerging  mar- 
kets abroad. 

For  the  parochial  U.  S.  housing  busi- 
ness, where  even  crossing  the  county 
line  is  a  big  deal,  Chadwick  is  a  tine 


and  the  Ivory  Coast.  And  the  company 
says  it  is  negotiating  30  more  deals 
worth  $560  million  with  developers  from 
Argentina  to  Vietnam. 

Where  others  see  only 
political  strife  and  cur- 


Mm 


FAIRFAX 


STEP  1:  VIRGINIA 

Henderson  and  Nocera 
arrange  financing,  often  85% 


rency  risk,  Chad 

wick  sees  oppor-   

tunity.  "Demand  ~ 
for  housing  in  Africa,  Asia,  and  Latin 
America  is  on  the  order  of  100  million 


guaranteed  by  the  U.S.  Export-Import  Bank 


I  maverick.  Exports  aren't  just 


EXPORTING 


units,"  says  Ronald  M.  "Mick- 


a    sideline    for    Chadwick;    ey"  Nocera,  Chadwick's  chair- 


they're  all  it  does.  In  its  cun-ent  fiscal 
year,  the  four-yeai-old  startup  expects 
revenues  of  $65  million,  triple  last 
year's — 100%  from  exports  of  modular 
homes  made  in  Florida  and  shipped 
from  Jacksonville. 

They're  not  just  shipping  to  iim-of- 
the-mill  foreign  markets,  either.  Tiny 
Chadwick  operates  in  places  that  U.  S. 
companies  10  times  its  size  shy  away 
from.  It  has  upscale  housing  projects  in 
various  stages  of  completion  in  Algeria 

1^ 


man  and  chief  executive  officer.  "There's 
probably  only  enough  money  there  to 
build  about  5%  of  that.  Still,  even  if  we 
used  eveiy  available  U.  S.  manufactiuing 
plant,  we  couldn't  begin  to  meet  that 
need." 

Local  homebuilders  in  many  of  Chad- 
wick's best  mai'kets  ai'e  no  match  for  its 
product  and  expertise.  "In  many  of 
these  countries,  the  quality  of  local  con- 
struction is  pathetic,  and  they  lack  ac- 
coutrements that  a  U.  S.  builder  can 


STEP  2:  FLORIDA 

Chadwick  designs  single-family 
and  duplex  homes  to  local  tastes 
and  building  codes.  Then  it  has  them 
constructed  by  a  manufacturer 
in  Bartow.  The  homes  are  loaded  in 
two  pieces  onto  specially  configured 
container  ships  and  shipped 
out  of  Jacksonville 


provide,"  such  as  double  stainless-stee 
sinks,  says  Gary  Collins,  vice-presiden 
for  international  trade  at  NationsBanl 
Corp.,  one  of  Chadwick's  lenders.  "I 
can  take  a  local  supplier  up  to  two  year; 
to  build  a  house,  whereas  Chadwick  eai 
deliver  100  houses  in  a  few  months." 
CUSTOM  TOUCHES.  Chadwick  has  anothei 
edge:  It  designs  single-family  and  du 
plex  homes  to  local  tastes  and  buildini 
codes.  Then  it  has  them  constiucted  by  : 
Florida  manufacturer.  For  a  develops  ) 
in  Islamic  Algeria,  for  example,  Chad 
wick  designed  stucco-walled  units  \ 
interior  rooms  that  can  be  closed  off  t( 
allow  women  to  move  freely  without  lie 
ing  seen  by  men.  Chadwick  homes  a)  ( 
shipped  in  two  pieces  on  specially  confii' 
ui'ed  container  ships  and  assembled 
local  crews  that  Chadwick  trains  am 
equips  with  all  necessaiy  tools'.  Once  m 
site,  the  homes  are  finished,  ready  ii 
move  into,  at  a  rate  of  six  a  day.  Tin 
cost  of  the  duplexes  in  Algeria:  abdut 
$49,000,  including  freight. 

Financing  is  the  critical  elenu  iii 
in  Chadwack's  package.  In  many  ilc 
veloping  countries,  prospectix^ 
buyers — tyj^ically  foreign-govei  i  i 
ment  agencies,  banks,  or  privat  e 
syndicates — lack  cash  and  ac 
cess  to  commercial  markt  i  ^ 
Chadwick  generally  arranut 
five-year  financing  from  ini  i  r 
national  money-center  banks, 
85%  of  which  is  often  guaran- 
teed by  the  U.  S.  Export-Im- 
port Bank.  Ex-Im's  participa- 
tion cuts  the  interest  cost — in 
some  markets  from  14%<  to  a> 
little  as  7%  or  8%.  The  buyci' 
or  foreign  bank  provides  tlic 
•emaining  15%.  In  a  typical 
deal,  the  company  agi-ees  in 
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jpply  100  to  200  homes  for  $10 
lillion. 

Many  U.S.  banks  that  finance 
-ade  deals  shun  small  transac- 
ons.  So  Chadwick  takes  care  of 
16  paperwork.  It  prepackages 
II  the  documents,  from  drafting 
le  commercial  contract  to  ob- 
iining  the  bill  of  lading.  "We 
and  the  bank  a  finished  prod- 
ct  as  well  as  arrange  all  the  lo- 
istics,  such  as  shipping  and  stor- 
ge,"  says  Chadwick  President 
George  S.  Henderson  Jr. 

Chadwick's  familiarity  with  the 
rcane  details  of  trade-finance 
in't  surprising.  Before  starting 
p  the   company,  Henderson 
pent  20  years  at  Ex-Im.  His 
enure  included  a  stint  as  deputy 
f  the  claims  division,  where  he 
aw  close  up  how  deals  can  tum 
our.  Chadwick's  ties  to  Ex-Im 
on't  end  there.  Three  other  senior  offi- 
srs  ai'e  also  alumni  of  the  bank.  Ex-Im, 
?hich  is  aggressively  targeting  small 
xporters,  recently  authoiized  a  $3.5 
lillion  working-capital  loan  for 
Ihadwick. 

Bankers  who  have  worked  with 
!hadwick  thinlc  the  young  company  has 

winning  formula.  "Financing  will  be 
[le  key  to  Chadwick's  success,"  says 
tephen  S.  Atallah,  a  vice-president  in 
ociete  Generale's  export-trade  finance 
roup  in  New  York.  "The  more  diffi- 
ult  the  market,  the  more  valuable  that 
>."  Adds  another  bank  executive  who 
as  worked  with  the  company:  "It 
rould  be  nice  if  om-  big  corporate  cus- 
jmers  knew  the  finance  side  as  well 
s  Chadwick  does." 

Even  so,  it  took  Chadwick  three 
ears  to  complete  its  first  project,  a  $20 
lilUon  contract  to  supply  412  homes  to 
Jgeria's  Caisse  Nationale  D'Epargne 
t  de  Prevoyance,  a  govemment-owned 
avings  bank.  The  project  was  financed 
y  Citibank,  with  Ex-lm  guaranteeing 
5%  of  the  loan. 

Chadvdck's  involvement  in  Algeria 
ras  more  by  fluke  than  design.  Nocera 


STEP  3:  ALGERIA 

Once  on  site,  the  homes  are 
assembled  and  finished,  at  a  rate 
of  SIX  a  day,  by  local  crews  that 
Chadwick  trains  and  equips. 

The  cost  of  these  duplexes: 
about  $49,000, 
including  freight 


was  an  East  Coast  real  estate  develop- 
er who  had  never  worked  abroad  before 
he  co-founded  Chadwick  in  1991.  He 
was  mulling  possible  overseas  ventures 
when  an  Algerian  acquaintance  offered 
to  arrange  a  meeting  with  real  estate 
contacts  in  Algiers.  The  meeting  didn't 
lead  to  a  deal,  but  Nocera  stayed  for 
three  weeks.  Every  day,  he  toured  the 
country  with  an  interpreter  and  was 
astounded  by  the  number  of  rusting, 
unfinished  construction  projects  in  a 
country  with  a  housing  shortage  esti- 
mated at  more  than  2  million  units. 

SHAKEDOWNS.  Bi'eaking 
into  the  market  was 
tough.  Chadwick's  finan- 
cial acumen  didn't  count 
for  much  when  it  applied 
for  permission  to  open  an 
office  in  Algiers.  "Every 
Sunday,  I'd  go  to  the  cen- 
tral bank  to  see  if  the 
documents  were  in  order, 
and  every  time,  there 
were  more  questions," 
Henderson  recalls.  The 
authorities  finally  ap- 
proved the  request — 2!^- 
years  after  Chadwick  ap- 
plied. Then  there  were 


the  occasional  not-so-subtle  shakedowns 
by  middlemen.  "You  have  to  say  no, 
and  if  it  comes  up  again,  you  have  to  be 
willing  to  walk  away,"  says  Nocera. 

When  it  comes  to  doing  business  in 
the  Middle  East,  "you  can't  be  too  anx- 
ious," says  Nocera.  "They  have  to  feel 
comfortable  with  you."  To  build  trust, 

Nocera  always  travels  with  framed 

photos  of  his  family  to  show  to  pros- 
pective foreign  partners. 

The  patient  approach  seems  to  be 
paying  off.  In  June,  Chadwick  inked  a 
third  deal  in  Algeria,  an  $11.7  million 
contract  to  export  100  modulai*  homes  to 
a  syndicate  of  wealthy  Algerians  who 
are  paying  cash  up  front. 

But  financing  can  be  a  big  hurdle  in 
poorer  countries,  particularly  in  those 
that  aren't  eligible  for  Ex-Im  guaran- 
tees. Some  big  banks  refuse  to  finance 
deals  in  countries  that  Ex-Im  shuns. 
Others  insist  on  high  interest  rates.  To 
keep  financing  costs  down  for  a  project 
in  Vietnam,  which  is  off-limits  for  Ex- 
Im,  Chadwick  is  putting  together  a  con- 
sortium of  banks  that  will  each  kick  in  a 
small  portion  of  the  loan  in  exchange 
for  a  lower  rate.  "It's  veiy  tough  going," 
admits  Henderson. 

Given  the  financing  constraints,  some 
trade  experts  question  the  size  of  the 
market  niche  Chadwick  is  tai-geting. 
Countries  where  financing  is  easier  to 
obtain  tend  to  be  more  developed — and 
therefore  not  as  hungry  for  foreign 
homebuilders.  But  if  Chadwick  can  keep 
coming  up  with  creative  financial  solu- 
tions— and  manage  its  explosive 
growth — it  could  be  an  exporter  to 
watch.  "There's  a  lot  more  money  out 
thei'e  than  there  are  good  deals,"  says 
Henderson.  "We're  going  full-speed 
ahead."  Anchors  aweigh  for  Chadwick's 
U.  S.  S.  American  Dream. 

Bij  Amy  Borrns  in  Washington 
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Marketing 


WITH  LICENSING  DEALS 
AND  ITS  OWN  MUSEUM, 
ZIPPO  IS  A  "MYTHICAL 
AMERICAN  BRAND" 


GEORGE  BLAISDELL'S 
WINDPROOF  LIGHTER 
WAS  STANDARD  ISSUE 
IN  WORLD  WAR  II,  AND 
POPULAR  IN  VIETNAM 


HOW  ZIPPO  KEEPS 
THE  FLAME  LIT 

In  an  antismoking  environment,  it's  targeting  collectors 


On  a  cool  clay  last  July,  Betty  Lin- 
ton stood  under  a  big  tent  in 
Bradford,  Pa.,  surrounded  by 
thousands  of  cigarette  lighters. 
They  were  piled  high  on  tables:  old 
lighters  pi'omoting  Heinz  and  Harley- 
Davidson  and  Phillips  (ili,  banged-up 
Ughters  that  crossed  the  Channel  on  D- 
day,  and  kitschy  ones  ft-om  the  1970s, 
decorated  with  the  fat  Elvis. 

Linton,  an  auto  worker  fi'om  Milwau- 
kee, is  a  smoker,  but  she  wouldn't 
dream  of  using  anything  but  a  match  to 
light  up.  Like  most  of  the  collectoi's 
who  gathered  for  a  giant  Zippo  lighter 
swap  meet  on  the  western  Pennsylvania 
grounds  of  Zippo  Manufacturing  Co., 
she  has  a  reverence  for  lighters  that 
extends  far  beyond  their  firepower.  "I 
rarely  use  a  lighter  because  I  don't 
want  to  ruin  or  lose  one,"  she  says. 
Music  to  James  Baldo's  ears.  Baldo, 


the  Zii)po  sales-and-marketing  vice-pres- 
ident who  put  together  the  swap  meet, 
is  counting  on  collectors  such  as  Lin- 
ton to  keep  driving  up  sales  of  Zippo 
lighters  even  as  smokers  kick  the  habit 
and  the  government  threatens  to  regu- 
late cigarettes.  To  mobilize  collectors, 
Baldo,  47,  organized  National  Zijipo  Day. 
And  from  the  fervor  of  the  Japanese 
and  Germans,  the  Tex-  AMERICA 

ans  and  Kentuckians  un-   

der  the  big  tent,  you'd  think  the  ven- 
dors were  selling  cut-rate  options  on 
Microsoft  shares.  "I  could  spend  $20,000 
here,"  says  Clayton  Vecellio,  a  retired 
trucker  from  nearby  Lewis  Run,  Pa. 
Collector's,  predicts  a  smiling  Baldo,  "will 
keep  the  flame  burning." 

Baldo,  who  came  to  Zippo  fr'om  bicy- 
cle maker  Huffy  Corp.  seven  years  ago, 
faced  two  daunting  challenges  when  he 
took  on  his  cuirent  job  at  the  64-year- 


old  privately  held  company  in  1990.  '/ 
po  had  great  brand  recognition,  st( 
ming  from  its  role  as  standard  (;i 
diuing  World  War  H,  but  the  genei  :il 
that  carried  Zippo  lighters  into 
was  flickering.  Baldo  needed  to  sp; 
interest  in  younger  buyers.  That's  \\  I 
he  ran  up  against  his  second  prnliK 
With  a  vigorous  antismoking  backki~i 
full  force,  having  your  product  ideni  il 
mainly  as  a  cigarette  accessory  wa-  i 
a  marketing  plus. 
FISH  BELLIES.  Clearly,  collectors 
the  key  to  gi'owth.  After  all,  smaU' 
might  buy  only  one  or  two  of  the  lii: 
ers — each  of  which  cai'iies  a  lifen 
gTiarantee.  Plenty  of  1940s-vintagt'  / 
pos  still  show  up  for  repairs  at  the  / 
po  shop,  which  has  flxed  lighters 
trieved  from  the  bellies  of  fish  a 
lighters  punctured  by  bullets.  Coll 
toi's,  on  the  other  hanri,  "buy  six  a 

N  ICONS     ^^^^  them  away,  and 

  tice  their  fiiends  to 

come  collectors,"  says  Baldo.  And 
the  Zippo  pilgi'ims  at  Bradford  read 
attest,  collectors  just  don't  stop  buyi] 
"I  have  a  couple  thousand  of  ther 
says  Jack  Stroble,  a  i"etu"ee  fi'om  Hilt 
Head,  S.  C. 

Baldo,  a  cigar  smoker,  says  he  did 
appreciate  at  fii-st  the  power  of  the  V( 
erable  vdndproof  lighters  as  coUectibl 
But  when  he  noticed  nonsmokei-s  buyi 
Zippos,  he  commissioned  a  study  fr( 
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LIBBY  WALLACE 
REALTOR 

5  5  5     2  2  4  5 


4  Bedrooms 
2  Baths 
Fireplace 
Walk-In  Closets 
Wrap-Around  Porch 
$249,000 


S  5 


The  new  HP  LaserJet  5L  printer. 
Laser  is  no  longer  a  luxury. 


199 

tetl  I  S  rel;ul  [U  K  t 
ll  price  may  V"ary, 


Hewlett-Packard  presents  the  LaserJet 
for  those  who  thought  they  couldn't 
affijrd  one.  The  HP  LaserJet  5L  offers 
your  business  all  the  speed,  reliability 
and  professionalism  you'd  expect  in 
an  HP  LaserJet.  Along  with  one  tiling 
you  probably  wouldn't.  A  price  tag 
under  $500. 

•Crisp,  600-dpi  printing 

•  Four  pages-per-minute  speed 

•  No  fading  or  smearing 

•  No  waiting  for  the  first  page 


•Prints  on  plain  paper,  transparencies, 
envelopes  and  cards 

•  Designed  for  Windows  95 

•Free  trial  version  of  QuickBooks  3.1 
with  purchase  before  12/31/95 

HP  LaserJet  Printers 
Just  what  you  had  in  mind. 


HEWLETT 
PACKARD 
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Pittsburgh's  Allegheny  Marketing.  The 
stunning  results:  More  than  90%  of 
Americans  recognize  the  Zippo  brand, 
and  fully  :]()%  of  Zippo's  customers  are 
collectors.  Wliile  a  basic  bnished-ehi'ome 
Zippo  runs  $10.95,  collectors  will  pay 
much  more.  Stuart  P.  Katz,  a  New  Jer- 
sey dealer,  has  a  19o2  liinged  Zip{30  with 
the  initials  of  Zippo  founder  George 
Blaisdell  that  he  says  is  worth  $3,000. 

Adding  to  P>aldo's  marketing  pivjs- 
pects,  he  quickly  saw 
that  Zippomania  didn't 
end  at  American 
shores.  Indeed,  Zippos 
conquered  foreign  mar- 
kets from  the  pockets 
and  knapsacks  of 
Ameiican  soldiers.  Sui> 
plying  the  amied  foi'ces 
during  World  War  II 
kept  Zippo  so  busy  it 
couldn't  keep  up  with 
demand  at  home.  And 
after  the  war,  the  light- 
ers, with  their  distinc- 
tive click,  became  a 
treasured  piece  of 
Americana  from  Ger- 
many to  Japan.  "It's  a 
mythical  American 
brand,  like  Harley- 
Davidsons  or  Levi's," 
says  Henia  Powczer, 
Zippo's  advertising  agent  in  Paris. 
ROCK  ICON.  To  exploit  the  collector  mar- 
ket, Baldo  hel])ed  to  organize  Zippo  col- 
lectoi'  clubs  in  Eiu'ope  and  Japan  as  well 
as  the  United  States.  But  the  collecting 
rage  seemed  to  spi'ead  even  faster  than 
he  could  supply  it.  In  1991,  Baldo's  first 
full  year  on  the  job,  Zippo  sales  dou- 
bled, to  more  than  $100  million,  with 
only  a  5%  price  increase.  "We  didn't  see 
it  coming,"  Baldo  says.  To  keep  up 
with  demand,  Zippo  added  $25  million 
of  new  manufactui'ing  space  to  its 
Bradford  factory.  Meanwhile,  Baldo 
stoked  demand  with  yearly  collect- 
ible lightei's.  Zippo  has  ah'eady  sold 


Marketing 


Bruce  Willis  to  Harrison  Ford  have 
used  Zippos  to  ignite  fuses,  bum  docu- 
ments— even  to  light  cigarettes.  Overall, 
sales  continue  to  grow  at  nearly  a  10% 
yearly  clip  and  wiW  top  $150  million  this 
year,  says  Baldo. 

Zippo,  founded  by  an  oil  engineer 
who  saw  a  market  for  a  good-looking 
lighter  that  would  work  even  in  the 
wind,  employs  1,085  in  a  town  of  12,000, 
making  it  fai'  and  away  Bradfcjrd's 


ROAD  MARKETER:  Til  is  19J,7  Chrysler  was  seen  in  parades  through  the  '60s 


biggest  company.  Although  George 
Blaisdell  died  in  1978,  there's  still  a  live- 
ly family  presence.  His  two  daughters 
own  the  company,  and  while  they  aren't 
active  in  management,  their  children 
are.  Tlie  family  has  also  lent  its  name  to 
a  school  and  two  swimming  pools.  And 
last  year,  Zippo  opened  a  lighter  mu- 
seum to  keep  the  company  history  alive. 
One  display  features  the  Zippo  that 


ZIPPO  FACTS 


joiu'nalist  Ernie  Pyle  held  as  he  set  v. 
across  the  Pacific  in  1945.  When  sai 
asked  him  where  they  were  going 
tightly  held  secret — Pyle  scratched  u 
word  on  his  Zippo:  Tokyo.  Then,  i. 
passed  it  around. 

But  no  matter  how  rich  its  histr 
Zippo  can't  afford  to  live  only  (iff  . 
past.  Its  business  is  fimdamentall\'  i 
to  smokers,  and  it  could  suffer  h-mn 
Clintdn  Administration's  proposed  tnl 
CO  regulations.  <  i 
rette    makers  nii 
thousands  of  Zip]M)> 
promote  their  brai  - 
distributing  them 
smokers  in  excli.u 
for  coupons.  "Tli<  \ 
substantial  custoinri 
says  Zippo  CE(.)  Mi!  1 
A.  Schuler.  Under 
proposed  regulat  in- 
such  promotions  \\  n  ■ 
be  forbidden. 
BRIGHT  IDEA.  Consi  I 
ing  the  Wliite  Hmi-' 
campaign  against  i  < 
smoking,  Baldo  fare  . 
delicate  task:  selling 
the  youth  mai'ket,  l< 
18-to-34-year-olds  w  i 
have  no  nostalgia  : 
Zippos.  To  help  gel  . 
brand  in  the  hands > 
younger  buyers  without  provoking  tc 
ire  of  antismoking  forces,  Zipjin  I 
come  up  with  a  new  version  of  its  |>i  i 
uct  for  folks  who  don't  smoke:  the  Zi 
Light,  which  houses  a  battery -po\M 'if 
flashlight  in  a  traditional  lighter  ca  i 
Zippo  is  spending  $500,000  to  adv'Ti 
the  ZipLight  on  tv  and  is  testini;  - 
first  commercials  on  youth-orienU 
shows  such  as  Seinfeld,  Friends,  a 
Saturday  Night  Live.  Print  ads  v 
run  in  Spin   magazine.  Zippo 


FOUNDED 


branching  out  m  other  ways,  too,  w 

A'^i^A^J   Zippo  pens,  belt  buckles,"  and  mon 

clips,  all  with  a  lifetime  guarant' 
Two  years  ago  it  bought  W.  R.  d 


NAMED  FOR  the  then-recently  invented 
zipper  because  Blaisdell  liked  the  name 


GOO.OOO  of  this  yeai-'s  four  rain  foi-est    &  Sons  Cutleiy,  a  knife  maker  big 


theme  lighters.  Each  canies  part  of  a 
I'ain  forest  scene  and  can  be  bought 
separately  or  in  a  set  for  $129.95. 
Even  disposable-lighter  companies 


NOW  OWNED  BY  Blaisdell's  daughters, 
Sarah  Dorn  and  Harriet  Wick 

MOST  UNUSUAL  PROMOTIONAL  VEHICLE 

The  pre-World  War  II  Zippo  car 


the  collectors'  market. 

Rolf  Loesei-,  Zippo's  managing 
rector  in  Gemiany,  says  the  compa 
has  to  soft-pedal  its  pitch  to 


confronting  a  sluggish  market  for   ^    young.  So  instead  of  mass-media 


smokers,  are  appealing  to  collectors. 
bk:  Corp.  is  selling  a  limited-edition 
line  of  p.sychedelic  lighters. 

Baldo  gets  a  big  boost  from  Zip- 
po's icon  status,  which  generates  the 
kind  of  publicity  money  can't  buy. 
Rolling  Stone  Keith  Richards,  who 
smokes  on  stage,  keeps  a  Zippo  as 
close  as  his  giiitai'.  Movie  heroes  from 


NUMBER  OF  EMPLOYEES  1,085 
ESTIMATED  1995  SALES 


BIGGEST  RETAILERS  Wal-Mart  and  Things 
Remembered  (division  of  Cole  National) 

NUMBER  OF  CURRENT  LIGHTER  MODELS  550 

TOP  FOREIGN  MARKET  Japan 


vertising,  Loeser  has  used  conc( 
~M-       1  promotions  and  other  events  to  po 

$  1 50  mi N lon-pl us_  [-^^  2ippo  as  a  hip  accessory  for  t 
under-oO  crowd.  The  strategy  help 
him  pull  off  an  improbable  feat:  Li 
year,  Germans  bought  50,000  D-d 
commemoi'ative  Zippos.  Now  tha 
marketing. 

By  Stephen  Baker  in  Bradford,  I 
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Save  On  Taxes  While  You 
Save  For  Retirement 

Advantages  For  Small  Business  Owners 

reat  Tax  Savings  For 
)ur  Small  Business 

a  small  business  owner  or 
If-eniployed  iiidividiia!  you 
n  Uike  advaiiUige  of  Uix  savings 
ipoilunities  by  investing  in  a 
tiremeiit  phui  for  the  self- 
iployed.  The  Fidelity  SEP-IRA 
ows  you  to  make  tax- 
;ductible  contributions  of 
I  to  $22,500  per  participiint 
ch  year,  while  Tlie  Fidelity 
'tirement  Plan  (Keogh)  allows 
I  to  $30,000  per  participimt 
ch  year'  And  any  earnings  in 
»th  plans  grow  tax-deferred. 

[ore  Stock  Funds 
ith  No  Sales  Charge 

lelity  has  waived  the  sales 
larges  on  more  than  a  dozen 
)ck  fimds  for  retirement  in- 
stors  when  you  invest  tiii'ougli 
itain  Fidelity  retirement  plans,^ 
ch  iLs  Tlie  Fidelity  Keogh  and 

le  Fidelity  SEP-IRA.  1  " -       today  for  your  free  fact  kit. 

Visit  A  Fidelity  Investor  Center  or  Call 

1-800-544-6904 

Servicios  en  Espanol  •  1-800-544-5670 
Lunes  a  Viernes  •  8:00  am  -  5:30  pm  ET 

Fidelity  ^J-^  Inuestments^ 


It's  Easy  To  Get  Started 
With  A  Fidelity 
SEP-IRA  Or  Keogh 

If  you  would  like  further  infomia- 
tion  on  how  to  set  up  a  pkm,  ciill 
our  toll-free  number  to  speak  with 
a  Retirement  Specialist,  or  visit  us 
at  one  of  our  conveniently  located 
investor  centers. 


Rfliremeni  Mans 


Trying  to 
decide  wliich 
tax  advantiiged 
retirement 
pl'cUi  is  best 
for  your  busi- 
ness or  prac- 
tice? Ask 
for  our  free 

guide,  Retirement  Plans  for 
Tlje  Self  Employed. 

If  you  iilready  have  a  Keogh 
or  SEP  plan  at  imother  institution, 
consider  transferring  it  to  Fidehty 
today,  so  you  can  take  adviuitage 
of  all  that  Fidelitv  hiis  to  offer  Ciill 


II  for  a  FREE  Keogh  or  SEP  Fact  Kit  and  a  current  fund  prospectus  with  more  complete  information,  including  charges  and  expenses.  Read  the  prospectus 
refully  before  you  invest  or  send  money. 


)r  plan  years  beginning  on  or  after  1/1/94,  (he  maximum  compensation  on  whicli  contributions  can  be  based  is  $150,000.    ^This  offer  applies  to  certain  Fidelity  retirement 
ins  marketed  and  distributed  directly  by  Fidelity.  Fidelity  Magellan®  Fund,  Fidelity  New  MilleniuniT*^  Fund,  and  Fidelity  Select  Portfolios®  are  excluded.  C;dl  for  delails. 
lelity  Distributors  Corporation.  82  Devonshire  St.,  Boston,  MA  02 109 
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Marketing 


HOME  SHOPPING 
-WITH  NO  TV 


For  busy  women,  personal  wardrobe  service  is  a  godsend 


Patricia  Finn,  a  38-year-old  secur- 
ities trader,  doesn't  have  a  lot  of 
time  to  hunt  for  clothes.  But  then, 
she  doesn't  need  it.  With  each  change 
of  season,  her  personal  wardrobe  con- 
sultant comes  to  her  Manhattan  apart- 
ment armed  with  samples  and  swatch- 
es fi'om  the  Doncaster  Collection,  a  line 
of  women's  clothing  sold  by  appoint- 
ment only.  Ninety  minutes  and  roughly 
$2,000  later,  Finn  has  her  wardrobe. 
"It's  much  easier  for  me  to  shop  this 
way,"  says  Finn.  "I  don't  have  to  go 
running  from  store  to  store." 

For  decades,  women  have  bought 


president  of  Doncaster  in  Rutherford- 
ton,  N.  C,  a  division  of  privately  held 
Tanner  Cos.  Founded  in  1931,  and  with 
estimated  sales  of  $50  million  last  year, 
up  14%  from  the  year  before,  Doncast- 
er is  the  oldest  of  the  di-  DIRECT 

rect-sales  women's  appa-   

rel  companies.  Doncaster's  3,500  reps 
keep  a  detailed  file  on  each  client's  pref- 
ei'ences.  If  a  customer  can't  make  it  to 
a  show,  they  will  bring  samples  to  her 
home  or  office. 

Doncaster's  success  has  spawned  a 
host  of  imitations.  New  York's  Carlisle 
Collection  Ltd.,  an  upscale  collection 


3 


Jm 


A  HIGH  LEVEL  OF 
ATTENTION  MEANS 
HIGH  PRICES 


she  manufactures  only  after  clothesu 
ordered  and  paid  for.  Sales  are  mc 
smaller  now,  at  $6.5  million  last  yev 
but  net  profit  margins  run  betwe 
10%  and  15%. 

Wliile  other  manufacturers  get  i 
of  their  feedback  through  the  ret; 
direct  sellers  hear  loud  and  clear  \  ■ 
customers  like — or  don't.  Dontas, 
DeFeo  says  that  he  gets  "very  \  < 
comments  on  everything  from  hut 
to  size  ranges  from  reps  who  ha\  i 
interest  in  making  improvements-  i 
25%  sales  commission. 

That's  not  to  say  direct  selling  w  -i 
3£|^|_||^Q      for  everyone.  The  1 

  level  of  service  di;  i 

high  prices.  "My  clothes  are  for  w  n 
who  can  spend  $1,000  without  hat 
an  eye,"  says  French.  "The  natur 
the  business  is  in  high-ticket  items  n 
low  transactions,"  says  Peter  Simo, 
consultant  at  npd  Group  in  Port  W;} 
ington,  N.  Y. 

And  don't  look  for  cutting-edge  1 


The  Portable  Boutiqu 

DONCASTER  Sales:  about  $D 
million.  Sales  agents:  3,500 
Price  of  an  outfit:  $300-$45 

CARLISLE  Sales:  about  $65 
million.  Sales  agents:  800. 
Price  of  a  suit:  $700 

WORTH  Sales:  $30  million. 
Sales  agents:  400.  Price  of  a 
jacket  and  skirt:  $650 

FRENCH  RAGS  Sales:  $6.5 
million.  Sales  agents:  65. 
Price  of  a  winter  jacket:  $56 

DATA:  BUSINESS  WEEK 


housewares  and  cosmetics  in  their 
homes  from  such  companies  as  Dart 
Industries  Inc.'s  Tupperware  and  Avon 
Products  Inc.  More  well-heeled  profes- 
sional women  with  no  time  to  prowl 
the  stores  are  buying  clothes  in  pri- 
vate showings,  too.  A  clutch  of  small 
apparel  makers,  eager  to  bypass  domi- 
neering retailers,  are  selling  their 
wares  through  direct-sales  agents  who 
show  off  the  goods  at  trunk  shows  at 
home,  at  their  customers'  houses,  or 
even  in  a  hotel  suite. 
HOUSE  CALLS.  Apparel  makers  and 
their  reps  have  to  make  up  in  superb 
service  what  they  lack  in  selection. 
"Personalized  service  is  what  drives  the 
business  and  distinguishes  us  ft'om  tra- 
ditional retailers,"  says  David  DeFeo, 


with  a  network  of  SOO  agents,  was 
founded  in  1980  by  a  formei'  Doncaster 
designer.  And  Worth  Collection,  also 
in  New  York,  was  started  in  1991  by 
two  former  Carlisle  designers. 

Other  small  clothing  makers  are 
shifting  to  direct  sales  as  a  way  to  sur- 
vive a  ferocious  retail  environment.  In 
1988,  French  Rags  in  Los  Angeles  sold 
$10  million  worth  of  knitwear  to  de- 
partment stores  but  lost  money.  Bren- 
da  French,  the  owner  and  designer, 
says  stores  tried  to  dictate  styles,  or- 
dered only  parts  of  her  collection,  and 
merchandised  poorly.  Half  of  what  they 
ordered  was  returned,  and  payments 
were  late.  Now,  she  sells  her  sophisti- 
cated skirts,  jackets,  and  vests  for  pro- 
fessional women  through  65  reps,  and 


ion.  Direct  sellers  want  theu'  custon 
to  build  on  previous  purchases  v 
new  pieces  each  season,  ruling  out 
ical  redesigns.  Customers  also  w 
find  a  department-store-size  select 
They  can  get  almost  any  color  or  fa 
they  want,  but  they  have  to  pict 
for  themselves  how  the  finished 
ment  will  look.  Then,  they  must 
three  to  six  weeks  before  their 
chase  arrives  in  the  mail. 

These  direct  sellers  aren't  abou 
put  Nordstrom's  out  of  busim 
Nevertheless,  smart  marketers  who 
fer  classic,  comfoi'table  business  cl( 
ing  may  be  able  to  sew  up  a  ni 
serving  women  such  as  Finn,  who  h 
more  money  than  time. 

By  Silvia  Savsoni  in  New  i 
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Last  one  in  the  Internet 
is  a  silly  goose- 


Let's  face  it,  the  Internet  can  he  a 
scary  thing  to  dive  into.  But  now, 
one  company  cuts 
through  all  the  con- 
fusion to  give  you  a 
-^^^"^      complete  service  that 
is  both  easy  to  under- 
stand and  designed 
specifically  for  your 
small  or  medium-sized 
business.  So,  now  is  the 
perfect  time  to  dive  in 
with  Global  Village's 
GlobalCenter"  Internet  services. 

What  makes  GlobalCenter  so 
unique  is  that  it's  a  completely  inte- 
grated solution  that  gets  your  whole 
office  up  and  running  on  the  Internet 
in  short  order.  You  can  exchange 


GlobalCenter 
is  designed  lo 
get  small  and 
medium-stzed 
businesses  up 
and  running  or, 
the  Internet, 
quickly  and 
easily. 


e-mail  with  colleagues  and  customers 
around  the  world,  access  competitive 
information,  industry  insights  and 
late-breaking  news,  and  create  a  home 
page  that  will  give  your  company  a 
presence  on  the  World  Wide  Web. 

With  GlobalCenter,  you  get  all 
the  hardware  and  software  you'll 
need  and  your  choice  of  subscription 
(  plans.  This  allows  you 

to  start  small  and  grow 
as  you  discover  how 
yl  the  Internet  can  make 

your  business  more 
productive. Then,  once 
you're  up  and  running, 
we  can  serve  as  a  sin- 
gle source  tor  all  your 
Internet  needs. 


Global  Village 
has  won  dozens 

of  awards  and 
millions  of  loyal 
customers  with 
our  easy-to-use 
communications 
products. 


Get  your  feet  wet 

Sign  up  now 
and  we'll  waive 
the  GlobalCenter 
start-up  fee. 


And  if  you  sign 
up  before  12/31/95, 
we'll  even  waive 
your  start-up  tee 
($499  value)  with 
a  one-year  sub- 
scription. To  get 
more  information, 
call  us  at  1-800-640-4562,  ext.  6350. 
Or  visit  our  Web  site  at  http://www. 
globalvillage.com/gc/ent.html.  TTiere's 
no  better  way  to  get  your  business  on 
the  Internet  than  GlobalCenter.  And 
no  better  time  to  take  the  plunge. 


Global  Village 

'♦T.**  COMMUNICATION 


©  mi  Gl..bal  Village  0,mmunicjt.nn,  Inc  Glnhal  ViII.,ec  ( KmmunK.i.Inn,  GlobalCcnler.  anj  the  Gliih.il  V,ll,.Ke  logo  .irc  irdjemark>  ,.f  GLibal  VLllage  C.immunic.inon.  liK  Look  for  us  on  rhe  NASDAQ  under  ihe  symbol  GVIL 


An  AS/400®  Advanced  Series  Solution 


Behind  Gene  Berry  s 
success  in  transforming 
Shenandoah  Life 


is  using  Infinium™  software  1) 
deliver  client/server  computii 
to  the  Roanoke  Valley 


He  was  also  the  first  to  see 
that  AS/400  Advanced  Series 
let  the  company  add  new  business 
without  adding  coni[)le\ity. 

Even  an  HO-year-old  company  has  to 
he  able  to  change  u  ilh  ihe  times.  So  to  keep 
from  being  oveirun  by  neighboring  giants, 
Shenandoah  Life  staked  out  some  netc 
territory  (fits  oivn.  Hon?  By  focusing  on 
the  insurance  needs  oj  ivorking  iromen  and 
single  mothers. 

After  careful  cmalysis  they  (dso  decided 
on  AS/400  Advanced  Series  and  Infinium 
client/server  s(fhrare  from  Stfiivare  2000* 

What  Gene  liked  most  about  his 
AS/lOO  Advanced  Series  /ca.s  that  everything 
he  needed  -  operating  system,  communications 
and  security  -  iras  (dl  there,  in  one  flexible, 
integrated  package.  And  at  a  real  savings  over 
his  previous  sy.stem. 

In  Sof'tivare  2000  he  also  found  the 
fincuicicd  tools  to  keep  his  business  groiring, 
u  ith  softivare  that  could  nuuuige  the  entire 
operation  -  from  genend  ledger  to  accounts 
pay(d>le  to  f)urchasing.  So  he  could  provide 
better  service  to  all  his  clients,  both  young 
and  old.  alike. 

To  find  out  more  about  lunv  Infinium* 
siftu  are  on  AS/ 100  \dv<uu  ed  Series  can 
improve  the  quality  (f  life  in  your  c<mip(my, 
call  us  at  I  800  IliM-.im.  e.\  t.  li  WI  I.  Or  visit 
our  home  page  at  http://www.as400.ibm.com 


a  reoisleret)  trademark  and  Inlinrum  is  a  Irarjemaik  of  Sollware  2000,  Inc  IBM  and  AS/400  are  registered 
iilulions  lor  a  small  plane!  is  a  trademark  ol  Inlernalional  Business  Machines  Corporation  ■  Inlinium  is 
■m  Sollwaie  2000  and  all  warranty,  service  and  support  is  provided  by  Software  2000  Selection  and  use  is 
sponsibility  IBM  makes  no  representations  or  warranties  regarding  non-IBM  products  For  more  intormation 


-ijviioiuiiiiy  iwiviiimscsiiyicyiciBiiKjuuiisiji  ndiidiinciicyaiuiiiyiioii-iDwtprooucis  rormoreinrormaiion  CI'  V  II      I  ii 

iOOO  call  1800  725-7668,  or  visit  their  fiome  page  at  imp //wwws2k  com  ©1995  IBM  Corporation  bolutlOnS  lOr  3  Small  planCt 
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HE  CAME, 
HE'S  CONQUERING 

Michael  Dunne  helps  foreigners  do  business  in  Asia 


When  Timothy  Dunne  took  his 
brother  Michael  to  the  airport 
in  July,  19iH),  he  cUdn't  even  ask 
when  Mike  would  come  back 
fi-om  Thailand.  He  figiu-ed  it  would  be 
about  six  months.  "He  had  a 


out  Bangkok,  Beijing,  Ho  Chi  Minh  City, 
and  Detroit,  ara's  mission:  to  help  for- 
eign companies  large  and  small  bi-eak 
into  Asia's  booming  auto  markets. 
For  Mike  Diume,  32,  going  global  isn't 
^Qy£l^1-yp£     just  for  companies  with  bil- 


suitcase  in  one  arm  and    lion-dollar  purses  and  brand- 


Mac  slung  over  his  shoulder,  but  he 
didn't  have  a  job,  didn't  know  anyone, 
and  hardly  had  two  nickels  to  mh  to- 
gether," Tim  r-ecalls.  "Did  I  tliink  he  was 
nuts'?  Well,  yeah." 

Four  years  later,  Tim  was 
Bangkok-bound  himself,  leaving 
the  familiar  suiToundings  of  his 
native  Detroit  to  beco.ne  direc- 


name  recognition.  He  figiu-es  that  as  ma- 
ture markets  shnnk  in  the  West,  small 
companies  and  adventurous  entre- 
preneiu's  can  capitaUze  on  the  wealth  of 


DUNNE'S  TIPS  FOR  AMERICANS  IN  ASIA 


opportunities  in  Asian  coimtries,  tool 
Asia,  the  longer  your  commitment,! 
gi'eater  the  dividends,  both  personal^ 
professional,"  says  Dunne. 

Consider  what  he  was  able  to  acd 
plish  for  Chi'ysler  Corp.  In  1993,  K| 
Ivan,  then  Chiysler's  Southeast  Asii 
rector,  put  150  Jeeps  bound  for  Phb 
Penh  in  storage  in  a  Bangkok  custn 
warehouse  while  waiting  for  host  il if 
to  cease  in  Cambodia.  During  the  i 
months  the  cars  spent  in  the  waiclM 
customs  officials  bumped  the  siui 
rate  from  the  initial  $3  per  day  p<  s 
to  a  steep  $43.  The  final  bill,  "$4:.; 
just  about  pushed  Ivan  over  the 

So  he  called  Dunne,  who  was  aii  i 
helping  Chiysler  on  a  tax  matter.  "Mie 
Ivan  said,  "I've  got  a  problem  hce 
The  des{)erate  Chi-ysler  executive  wri 
— —  ed  the  young  American  to 
some  of  liis  contacts  with  offia 
in  the  Thai  Finance  Ministr-y  i 
Board  of  Investment.  Iti.-i 
Dunne  gave  Ivan  a  crash  ( <  > 


•  Study  the  country's  and  region's  culture-not  just 

„         ,   .  A  .  Ti      the  vital  statistics  •    a  •  ^-  ^-      .  i  , 

tor  of  research  at  Automotive  Re-    m  Asian  negotiating  style:  I 

youi'  cool.  Don't  confront.  I!i 
sistent.  Compr-omise  and  it'll  \ 
out.  With  that  in  mind,  I\  ;mi 
came  a  frequent  visitor  In 
V         •  ■       u         iTi         """"     Customs  Dept.  and  the  Pnn 

•  Offer  face-saving  compromise  when  p^^^^^^^^^  thority.  After  six  weeks  oi  , 

•  Establish  personal  relationships  through  frequent 


sources  Asia  Ltd.  (ara),  the  rap- 
idly growing  company  his  older 
brother  had  founded.  Starting 
with  just  two  chents  in  late  1992 
from  an  office  above  his  kitchen, 
Michael  Dunne  has  built  a  compa- 
ny that  expects  to  take  in  $1  mil- 
lion this  year  ara's  20  employ- 


•  Join  up  with  a  U.  S.-based  trade  association  or  a 
U.S.  Commerce  Dept.  office 

•  Team  with  local  affiliates  of  larger  U.S.  companies 


meetings  with  local  executives 


negotiations,  the  Thais  agrtc 
knock  30%  off  the  bill.  A 


ees — including    Mike's    college    turned  out,  the  episode 


roommate — are  scattered  tlirough- 


DATA:  BUSINESS  WEEK 


Chi-ysler  to  develop  a  long-u 
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HOW  do  YOU  GET  the  SAME  INSURANCE 
POLICY  to  COVER  ALL  of  T  H  E  S  E  B  U  S  I  N  E  S  S  E  S  ? 


SELECT  CUSTOMER 


It  u'oiilJ  be  iinpiKKnble  to  write  a  .nntjle  iiMiraiice  poliey 
that  eoveiM  the  neech  of  every  hiunne.Kf  out  there.  So  at 


^TT  Hartford,  ive  chm  t  even  try. 

Iiiiiteael,  icf  offer  a  ivtc^e  range  of  eonimereta/  prochiet^i  anc)  jervieej  tat/orec) 
'o  .ipeeifie  inchutriej.  From  property,  auto,  anc)  lialnUty  in^mrance  to  workem' 
'ompen.iation.  Anc)  if  you  call  your  local  ITT  Hartford  agent,  we  'II  even  provic^e  you 
i'lth  a  free  Ruik  Alanagenient  Guide  to  help  you  evaluate  the  expOiHirej  of  running 
1  ^unall  Inuiinej^K 

At  ITT  Hartford,  we  believe  a  good  insurance  policy  ,ihould  conform  to  your 
need,!.  Not  the  other  way  around. 


ITT  HARTFORD 
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and  vital  working  rela- 
tionship with  the  cus- 
toms authorities. 

Dunne  had  the  good 
fortune  to  be  building 
his  business  just  as 
Detroit  began  to  get 
serious  about  the  pos- 
sibilities in  Asia.  Be- 
sides Chrysler,  Dunne 
has  acquired  an  im- 
pressive list  of  clients 
that  includes  such  big 
names  as  Dana,  trw, 
and  Volvo  Ti'uck,  as 
well  as  smaller  compa- 
nies such  as  City  Ma- 
chine Tool  &  Die  Co. 
Ltd.,  a  Muncie  (Ind.) 
producer  of  specialized 
industrial  machinery. 
Eschewing  the  term  SUCCESS  STORY 
"consultant,"  which  he 
considers  vague,  Dunne  describes  ara 
as  a  "reconnaissance  and  investment 
company."  Services  include  research, 
identification  of  partners,  local  repre- 
sentation, and  support  in  government 
and  private  negotiations. 
ROOM  TO  GROW.  Dunne  shatters  the 
notion  that  Asian  markets  put  up  for- 
tresslike barriers  to  U.S.  small  busi- 
nesses. He  was  not  only  able  to  found  a 
successful  consultancy  for  himself  but 
also  able  to  help  City  Machine,  a  tiny 
newcomer  to  Asian  markets,  get  con- 
tracts in  countries  as  seemingly  impen- 
etrable as  Thailand  and  China.  Asia  now 
makes  up  10%  of  the  machineiy  maker's 
total  sales,  which  have  doubled  in  the 
past  two  years. 

For  Americans,  setting  up  shop  in 
Thailand  is  surprisingly  easy.  Under  a 
1968  treaty,  U.S.-owned  and  -managed 
companies  can  be  locally  incorporated. 
But  there  are  potential  pitfalls.  For  ex- 
ample, while  Thailand  has  double-taxa- 
tion agTeements  with  26  nations,  includ- 
ing mo.st  of  Europe,  it  doesn't  have  one 
with  the  U.S.  That  means  small  busi- 
nesses such  as  ARA  that  are  without 
the  clout  to  make  special  deals  with 
Bangkok  are  taxed  by 
both  U.S.  and  Thai  au- 
thoiities.  That  penalty 
probably  won't  last  for- 
ever,   though,  since 
Washington  and  Bang- 
kok are  finally  making 
progress  on  a  double- 
taxation  agi'eement. 

With  Asian  auto 
markets  booming  ft'om 
Bangkok  to  Beijing, 
Dunne  sees  plenty  of 


/ in  Bangkok 


room  for  growth.  He  has  earned  high 
marks  from  his  customers  so  far. 
Chryslei''s  Ivan  calls  him  "probably  the 
most  knowledgeable  person  in  Asia  on 
the  auto  industiy  today."  But  his  compa- 
ny is  small  and  would  be  hit  hard  if  a 
major  client  walked  away. 

Tlie  auto  industry  was  a  natural  for  a 
Detroit  native  whose  father  was  the 
longtime  autos  editor  of  Popular  Me- 
chanics. But  the  path  to  Asia  was  less 
direct.  "I  gi-ew  up  in  a  city  in  decline," 
Dunne  says.  "I  thought,  'there  has  to  be 
more  than  this.' "  So  after  endiuing  the 
U.S.  Marine  Corps  Officer  Candidate 
School's  grueling  Platoon  Leaderehip  pro- 
gi'am,  he  studied  politics  for  a  year  in 
France  and  then  spent  two  years  teach- 
ing English  in  China.  Finally,  in  1988, 
he  headed  back  home  to  get  an  MBA  and 
an  MA  in  Chinese  and  Thai  studies  fi'om 
the  University  of  Michigan. 

He  found  the  transition  almost  more 
than  he  could  cope  with  when  he  ar- 
rived in  Thailand  in  1990.  "I  had  huge 
expectations  of  what  I  could  do  hei'e,"  he 
says.  Those  were  neai'ly  dashed  during 
his  fii'st  yeai'  in  Bangkok,  when  he  bare- 
ly supported  himself  by  working  as  a 

RIGHT  PLACE,  RIGHT  TIME:  Dunne 
had  the  good  fortune  to  start 
building  his  business  just  as 
Detroit  was  beginning  to  get 
serious  about  dealing  with  Asia 


fi'eelance  wiiter  and 
searcher.  His  br 
came  when  an  offi 
at  the  Thai  Board 
Investment  wante( 
copy  of  a  report  he 
written  on  the  T 
auto  industry.  When 
went  to  deliver  it, 
met  a  director 
Southeast  Asia  M 
agement  Investm 
Corp.,  an  Anglo-1 
joint  ventiu"e  that 
advising  the  gove 
ment  on  how  to  enc( 
age  direct  foreign 
vestment.  The  dire( 
gave  him  a  job.  W 
working  there,  Du 
established  a  relati 
ship  with  what  tur 
out  to  be  his  fii'st 
real  clients:  Dana  Corp.  and  Chrys 
With  this  meager  customer  base,  Du 
paid  a  local  law  fii'm  about  $3,500  to 
the  paperwork,  and  ara  was  offici 
bom  on  Mar.  3,  1993. 

In  its  fii-st  yeai;  ara  did  "nothing  sj 
taculai',"  in  Dunne's  words.  He  spent  ( 
ry  day  trying  to  get  Chiysler  into 
Thai  market.  That  paid  off  in  '94,  w 
the  government  reclassified  Jeeps,  all 
ing  the  price  to  fall  $6,000  to  $50,( 
Things  also  picked  up  in  '94.  In  Julj 
that  year,  ara  did  strategic  research 
AC  Rochester,  a  Flint  (Mich.)  comp 
now  known  as  Delplii  Energy  &  Eng 
Management  Sy.stems,  identifying  Ma 
sia  as  the  best  place  for  the  companj 
focus  its  fii-st  Asian  efforts.  Soon  it  ha 
valuable  contract  to  supply  engine  m 
agement  systems  to  the  national  cam 
er  Proton  for  its  Saga  sedan. 

That  year,  Dunne  also  helped  D 
become  the  fti"st  U.  S.  auto  industiy  n 
ufactiu'er  with  a  Vietnain  presence, 
suggested  the  company  take  the  plui 
then  he  helped  it  estabUsh  a  relat: 
ship  with  the  Vietnamese  govemmer 
Dunne  has  the  advantage  of  being  ; 
service  industry,  not  in  manufactur 
That  serves  him  wel 
Asia,  where  the  tra 
tion  to  an  indust 
economy  is  well  un 
way,  but  the  need  f( 
healthy  services  se( 
is  just  beginning.  H 
ing  gotten  in  on 
gi'ound  floor,  it  may 
quite  a  while  before 
Dunnes  go  home. 

By  Edith 
Updike  in  Bang, 
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THE  UNIVERSAL 
3RIIMTING  SOLUTION! 

IBM  &  MAC  COMPATIBLE 
•DATABASE  MERGE, 
•NETWORKING 

PROCESS  &  SPOT 
COLOR  PRINTING  ON: 
LABELS,  POLYESTER, 

ACETATE,  PAPER, 
ALUMINUM,  TYVEK 


INSTANT  PUBLISHER  LTD,  No.  1  Tino  Terrace,  Christ  Church,  Barbados,  West 
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A  CRASH  COURSE  IN  THE 
RISKS  OF  GLOBAL  EXPANSION 

Despite  the  peso  crisis,  some  franchisors  are  thriving 


CULTURE  CLASH:  Gyi)iboree'^  no-yrandparentti  rale  at  paiiic.s  ittdii't  play  in  Mexico 


When  Miguel  Angel  Sanchez  Val- 
(lez  and  a  paitner  bought  a  Dry- 
flean  usa  Inc.  franchise  in  1992, 
they  borrowed  almost  half  the  $300,000 
startup  cost.  Wary  of  sudden  interest- 
rate  surges  in  unpredictable  Mexico, 
Sanchez  hurried  to  pay  the  loan  back 
in  a  year  and  a  half.  "Some  months,  we 
preferred  to  pay  the  bank  rather  than 
pay  [franchise]  I'oyalties,"  he  says. 

Better  a  few  skipped  royalty  pay- 
ments than  none  at  all,  Diyclean  usa 
and  its  local  licensee,  Jose  Shamosh,  dis- 
covered. Sanchez  was  out  of  debt  in 
time  to  escape  the  December,  1994,  peso 
devaluation  that  sent  the  Mexican  econ- 
omy into  a  tail.spin.  Other  Diyclean  fran- 
chisees weren't  so  lucky.  Since  the  peso 
crisis,  they  have  been  defaulting  on  both 
bank  debts  and  royalties.  The  company 
and  Shamosh  have  had  to  cut  licensing 
fees  and  launch  aggi'essive  marketing 
programs  to  get  some  100  stores  back 
on  track.  "It  has  been  an  enlightening 
experience,"  admits  Eddie  Rodriguez, 
president  of  Dryclean  usa  International. 
"We  leamed  that  even  though  the  econ- 
omy may  be  good  in  a  foreign  country 
for  a  while,  it  may  not  last." 

Mexico  is  a  crash  course  in  the  risks 


of  international  expansion.  During  the 
early  '90s,  franchisors  flocked  in,  lured 
by  a  gTowing  middle  class  and  new  in- 
tellectual-propeity  laws.  Mexico  became 
the  world's  eighth-largest  franchising- 
market,  with  300  franchisors  and  MEXICO 

more  than  10,000  outlets.   

Even  before  the  peso  collapse, 
though,  many  franchisors  were  running 
into  trouble  with  Mexican  franchisees. 
In  the  U.  S.,  an  ideal  buyer  is  an  em- 


ployee who  has  risen  thi-ough  the  i-a  cj 
But  in  Mexico,  where  credit  is  scan 
only  those  with  cash  need  apply— i 
they  may  not  be  ideal.  Often,  only  in 
tors  with  other  businesses  or  fai  i 
wealth  have  the  fimds  to  buy  fi-anchi^; 
and  they  are  loath  to  put  in  the  V 
hours  required.  "Wlioever  has  .$l()0'i 
and  wears  a  Gucci  tie  is  not  goiiii 
work  behind  the  counter,"  says  (  Icn 
Fernandez  del  Busto,  president  of 
Mexican  Franchise  Assn.  Busto 
the  license  holder  for  Gymboree,  a  I 
lingame  (Calif.)  company  that  runs  t 
dler  programs  in  indoor  playgTound 
Subway  Partners  in  Milford,  (\ 
gi'anted  its  fii'st  franchise  to  an  in\  f 
who  "did  not  put  one  minute  of  his 
into  making  sandwiches,"  says  A: 
Kremer,  Subway's  Mexico  City 
opment  agent.  Complaints  of  podi 
vice  eventually  shut  the  store  di 
Now,  Subway  encourages  group, 
fi-iends  to  invest  together.  Subwa> 
plans  to  help  finance  equipment  lea 
UNTHINKABLE.  Many  fi-anchises  st iii 
in  adapting  to  Mexican  ways  and  i  : 
fi-iction  with  local  partners.  WTieii  " 
boree  decided  to  expand  services  !  i\ 
troducing  birthday  parties  at  its  un 
playgi'ounds,  the  U.  S.-style  rules  li  ii 
ed  attendance  to  children  of  the  s 
age  accompanied  only  by  a  parent 
in  Mexico,  it's  unthinkable  not  to  m 
grandparents  and  cousins  to  chih'! 
birthday  parties.  Fernandez  del  I 
gave  up  offering  the  parties  aftei'  < . 
fornia  headquarters  rejected  his  pie  t 
relax  the  rigid  fomuila. 

Despite  such  trip-ups,  some  fi'anche 


The  U.S.  Franchise 
Leaders  in  Mexico 


FRANCHISOR 

TYPE  OF 
BUSINESS 

NUMBER  OF 
OUTLETS 

MCDONALD'S 

Fast  food 

126 

DOMINO'S  PIZZA 

Fast  food 

120 

DRYCLEAN  USA 

Dry  cleaning 

100 

MAIL  BOXES  ETC. 

Mail  boxes, 
office  services 

60 

SUBWAY 

Fast  food 

46 

GYMBOREE 

Playgrounds 

28 

DATA  MEXICAN  FRANCHISE  ASSN. 


are  thriving.  Domino's  Pizza  'i 
has  grown  to  120  stores  s  c 
opening  its  first  in  '89 — its  fasti'-i 
pansion  anywhere  outside  the  I' 
hold  down  dollar  costs  since  devalu  . 
license  holder  Alberto  Torrado, 
cut  imports  fi'om  80%  to 
finding  such  supplies  as  cheesi  ■ 
cardboard  boxes  locally.  B.\ 
end,  Toirado  hopes  to  ha\ 
stores.  That's  because  Micln; 
based  headquarters  will  lin. 
about  60%  of  fi-anchisees'  ■ 
investment  at  U.S.  interest 
during  theii"  fii'st  two  years. 

It  will  take  franchisees  w  i 
to  roll  up  their  sleeves  to  ci  i 
idate  Mexico's  fi-ancliising  sin  ( 
When  the  home  office  step 
with  financial  suppoit  and  \r: 
the  marketing  to  those  whc  k 
their  customers  best,  franciiin 
can  be  unbeatable. 

By  Elisabeth  Mn 
in  Mexicn 
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ace  Of  Business  \V&s  Destroyed, 
But  JVily  Susiness  \\^sn  t. 


-  tkouglit  I  liaJ  planne  or 
•ry tiling.    Tliese  are  tlie  words 
a  flood  victim — tkey  could  ke 
urs.  Til  ousands  of  people  every 
ir  lind  out  tliat  it  CAN 
ppen . 

Vre  you  prepared  for  a  flood? 
id  you  know  you  don  t 

to  te  close  to  water  to 
:ome  a  flood  victnn  ?Do  you 

flood  insurance? 


^  cant  re 


>la< 


^^u  need  to  know  tlie  answers 
to  tliese  questions.  Because  tlie 
terrilying  trutli  is  tliat  floods  can 
liappen  anywliere,  anytime.  Flood 
insurance  is  tlie  test  way  to  protect 
yourself  he  fore  tlie  flood  kits. 
Flood  damage  often  goes  way 
keyond  tliat  ol  structure  and  con- 
tents. Flood  damage  means 
rekuilding  costs,  pressure  on  credit 
lines,  loss  ol  savings,  out-of-work 


ce  your  memories 


epiace  y< 


,t)Ut 


we  can 


ou 


build 


employees,  all  ol  wkicli  could 
ke  deadly  to  tke  luture  ol  your 
kusiness . 

^ou  can  protect  yourself— 
tkrougli  tke  National  Flood 
Insurance  Program .  Wek  ave  one 
mission:  to  kelp  you  get  kack  in 
kusiness  as  soon  as  possikle.For 
more  information,  call  your 
insurance  company,  agent  or 
1-800-611-6123,  extension  55. 


new  ones,  r*^,  ^.-^  ,  a 

National  Flood  Insurance  Program         P?  |\>T  A 

Administered  by  FEMA  T  J_/  iVl  /  V 
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Economics 


LIVING  WELL  WITH 
LOW  INFLATION 

Companies  find  creative  ways  to  beat  price  constraints 


Be  careful  what  you  wish  for.  It 
wasn't  so  long  ago  that  business- 
people  railed  against  soaring  ma- 
teiials  prices  and  hefty  pay  hikes 
sought  by  workers.  But  now  that  low 
inflation  seems  here  to  stay,  many  com- 
panies, especially  small  business-  pR|C 

es,  are  finding  that  this  econom-   

ic  landscape  has  its  di'awbacks,  too. 

No  longer  can  businesses  count  on 
pi'ice  markups  to  fatten  their  bottom 
lines.  Low  inflation,  says  Edward  Yarde- 
ni,  chief  economist  at  C.J.  Lawrence 
Inc.,  is  hard  on  profit  gTowth  "because 
prices  contribute  nothing."  For  exam- 
ple, in  1995,  it  looks  as  if  consumer  infla- 
tion will  finish  below  3%  for  the  fourth 
year  in  a  row.  For  wholesalers,  the 
news  on  pricing  powci-  is  even  worse: 
Producer  prices  of  finished  goods  are 
likely  to  edge  up  just  2%  (chart).  Busi- 
nesses looking  for  an  excuse  to  raise 
prices  in  1996  are  likely  to  be  disap- 
pointed: Inflation  may  actually  be  lower 
than  it  was  this  year. 

Of  course,  much  depends  on  which 
industry  a  business  is  in.  Prices  of  cer- 
tain commodities,  such  as  rubber,  and  in- 
dustrial supplies,  such  as  paperboard 
and  plastics,  have  risen  by  10%  or  more 


over  the  past  yean  Meanwhile,  the  pric- 
es of  apparel,  fabrics,  and  some  industri- 
al machinery  are  flat  oi'  down  from  a 
yeai'  ago.  Why  the  divergence?  Different 
customer  gi'oups.  Rising  global  demand, 
especially  from  Southeast  Asia,  has 
made  commodity  price  hikes 
  easier  to  pass  along.  But  busi- 
nesses selling  mainly  to  the  U.  S.  mar- 
ket face  fierce  price  resistance,  particu- 
larly among  consumers. 

Yet  even  in  this  brutal  chmate,  many 
small  companies  are  making  piice  hikes 
stick.  Some  companies  have  entered 

irS  TOUGHER  TO  RAISE 
PRICES  IN  THE  'SOs 


'90    '91     '92    '93  '94 
▲  PERCENT  CHANGE  FROM  THE  PRIOR  YEAR 
DATA:  LABOR  DEPT..  BUSINESS  WEEK 


SMOOTH  MOVES: 

To  avoid  hikhni  fl 
cost  of  lift  tickets, 
Loveland  Ski  Arc 
raised  prices  on 
lessons  and  hot  ilc^ 

niche  markets  1 1 
offer  stronger  pi 
ing  power.  (Jth( 
have  discovered  '\ 
their  customers  will  tolerate  incn  a- 
on  peripheral  items  as  long  as  the  n 
of  the  main  product  holds  steady.  .\i 
ing  value  while  upping  the  pi'ice  i>  ; 
other  tactic.  And,  as  always,  compan 
are  keeping  an  eagle  eye  on  costs. 
EXPORT  OUTLET.  Niche  markets 
worked  extremely  well  for  WatiM-1'. 
Coating  Corp.,  a  Cleveland-based  mal 
of  clear  and  pigmented  coatings  w- 
on  wood,  vinyl,  and  other  surfaces.  1 
fore  the  199bs,  Waterlox  sold 
its  coatings  to  auto  manufactuii 
which  used  them  on  interiors.  In 
early  1980s,  Watei-lox  was  able  to  p,; 
along  the  increased  cost  of  raw  man 
als.  But  by  the  end  of  the  decade,  i 
auto  companies  were  balking,  and  \ 
terlox  began  searching  for  new  in 
kets.  It  found  one  in  oiled  retrn-!( 
wood  floors,  which  were  becomiiiu 
creasingly  populai'  with  residential-  ;u 
commercial-i^ropeity  owners,  and  hem 
selling  its  clear  finishes  aggi'essivnl  v 
buikling  and  hardware  stores.  Thai 
abled  Waterlox  to  raise  its  prices 
10%  to  12%  in  1992,  when  the  cv,>\ 
tung  oil  was  last  increased — and  li 
them  steady  since  then.  Now,  TO'- 
its  sales  come  fi-om  clear  finishes,  \\  1 
sales  to  auto  makers  have  slipped  t; 
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Vice-President  John  W.  Hawkins 

Waterlox  also  began  selling  its 
ucts  in  Eufope.  That's  not  unusual: 
orts  have  accounted  for  39%  of  the 
omy's  growth  over  the  past  year 
)metimes,  customers  will  tolerate 
tive  price  hikes  while  rejecting  oth- 
Raising  the  price  of  a  ski-lift  ticket, 
nstance,  is  considered  sacrilegious 
ig  downhill  racers.  So  at  Loveland 
Area,  an  hour  outside  of  Denver, 
cket  prices  haven't  gone  up  in  three 
3.  Instead,  Mai'keting  Director  Scott 
'  ortner  says  Loveland  has  raised 
3S  of  less-visible  items — the  ski 
ol  and  hot  dogs  at  the  restaurant. 

want  to  give  people  value,  but  we 
need  to  make  a  profit,"  he  says. 
IDY  TOGS.  Carrying  specialty  items 
lother  way  businesses  can  slip  in  a 
!  hike.  In  Hayward,  Calif.,  the  Soc- 
A^orld  retail  chain  faces  attack  from 
)unters  such  as  Big  5  and  Sport- 
Soccer  World  Founder  Christo- 

Goumas,  a  32-year-old  fonner  high 
al  soccer  player,  has  kept  his  stores 
mail-order  unit  competitive  by  offer- 
mowledgeable  sales  help  and  cany- 
ligher-priced  merchandise,  such  as 
-to-find  clothing  from  Europe.  These 
iy  items  appeal  to  image-conscious 
agers  who  are  willing  to  accept 
;  hikes.  "Everybody  would  like  to 
something  for  less,"  Goumas  says, 

I'm  not  running  into  price  resis- 
3,"  The  price  of  a  pair  of  Adidas' 
i  Mundials,  for  example,  rose  by 

to  $89.95,  last  year.  Yet  Soccer 
Id  sold  2,500  pairs  of  the  soccer 
s,  more  than  in  previous  years, 
rail,  Goumas  says  sales  have  in- 
sed  10%  annually  in  the  1990s, 
itside  the  world  of  $90  soccer  cleats, 
ever,  price  resistance  is  still  the 
a.  So  executives  must  hold  down 
3  to  keep  their  companies  viable, 
y  Friedeman,  president  of  Plabell 
ber  Products  Corp.,  is  a  fimi  believ- 
1  the  Dainvinian  Manufaetuiing  The- 
"The  company  that  adapts  the  best, 
ives."  So  the  Toledo  (Ohio)  rubber- 
5  maker  worked  with  its  utility  com- 
^  to  cut  its  energy  usage.  Plabell 

cut  health-care  costs  while  main- 
ng  coverage.  Those  savings  have 
t  recent  increases  in  the  cost  of  raw 
ler.  If  mbber  prices  rise  again  this 
;  though,  employee-owned  Plabell 

have  to  pass  along  the  hikes, 
lie  success  that  Plabell  and  other 
Id-be  price-raisers  have  in  1996  will 
■nd  on  finding  some  cracks  in  the 

wall  of  price  resistance.  A  low  infla- 
cycle  can  be  vicious  for  profit-himgry 
panies,  but  evidence  suggests  that 
deman's  theory  is  right:  Many  small 
aesses  are  adapting — and  surviving. 
y  Kathleen  Madigan  in  New  York, 

bureau  reports 
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GOOD  GOVERNMENT, 
OR  '60s  RELIC? 

The  SBA  is  struggling  to  fix  its  minority-business  program 


OVERDEPENDENT:  Gomez  says  liis  company  leaned  too  hard  on  8(a) 


For  Joseph  A.  Gomez,  the  Small 
Business  Administration's  8(a)  pro- 
gram was  a  mixed  blessing.  The 
program,  which  steers  government 
procurement  contracts  to  small  and  dis- 
advantaged businesses,  helped  the  53- 
year-old  businessman  land  a  much-need- 
ed job  with  the  Federal  Aviation 


time,  he  says,  "I  frankly  didn't  know  if  I 
could  find  enough  work  to  survive." 

Gomez'  experiences — both  good  and 
bad — highlight  the  complexity  of  the  de- 
bate over  8(a).  Critics  charge  that  the 
scandal-ridden  progi'am  has  failed  the 
minority  community,  fostering  depen- 
dence and  often  benefiting  only  a  few 


Administration  in  1985.  His  MINORITY  businesses  mn  by  wealthy 
electrical  contracting  busi-  CONTRACTING  owners.  And  a  June  Su- 
ness  was  struggling  to  com-    preme  Coml  decision  limit- 


plete  a  private  job  in  the  wake  of  a 
joint- venture  pailner's  bankinptcy,  leav- 
ing virtually  no  time  to  develop  new 
business.  Gratefully,  Gomez  nabbed  the 
$200,000  FAA  contract  to  install  an  ap- 
proach lighting  system  at  a  New  Hamp- 
shire airport.  The  deal  helped  his  busi- 
ness ride  out  that  lean  period. 

But  Gomez'  8(a)  work  also  worked 
against  him.  He  says  his  company  be- 
came too  reliant  on  the  SBA  contracts, 
losing  some  of  its  edge.  That  made  it 
tougher  to  boost  non-8(a)  business  as 
he  neared  the  end  of  his  nearly  nine 
years  in  the  program.  Gomez  has  built 
the  business  back  up  to  $2  million  a 
year  in  sales  after  business  slumped 
when  he  left  8(a)  in  1990.  But  at  the 


ing  the  scope  of  federal  affirmative-action 
programs  has  put  8(a)  clearly  in  the 
sights  of  Repubhcans  such  as  House 
Small  Business  Committee  Chaii'woman 
Jan  Meyers  (R-Kan.).  While  the  CUnton 
Administration  argues  that  8(a)  needs  to 
be  fixed,  not  killed,  Meyers  wiU  be  push- 
ing for  its  elimination  next  spring.  "I 
probably  would  have  supported  this  20 
yeai-s  ago,"  she  says.  "But  I  don't  think  it 
is  necessary  now." 

Few  can  dispute  that  8(a)  has  been 
invaluable  for  many  minority-owned  small 
businesses,  which  at  last  count  made  up 
9%  of  all  small  businesses.  The  progi-am, 
created  in  1969,  has  awarded  contracts 
worth  an  estimated  $48  billion  to  small 
companies  that  are  operated  and  more 
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than  half-owned  by  minority  entrepren- 
eurs. Such  deals  have  been  ciitical  for 
businesspeople  such  as  Santos  F.  Garza, 
whose  seciuity  systems  company,  Coun- 
ter Technology  Inc.,  has  been  in  the  pro- 
gi-am  for  five  years.  Garza,  the  child  of 
Hispanic  migTant  workers,  says  the  pro- 
gi'am  gave  her  a  track  record  in  large 
systems  jobs.  That  has  helped  her  win  a 
number  of  commercial  contracts,  including 
a  deal  signed  last  year  to  provide  secur- 
ity systems  for  the  new  Austin  au'port. 
Explains  Gai-za:  "Without  8(a),  we  would- 
n't have  been  able  to  bid  and  win  big 
commercial  contracts.  Tliat  [Austin]  con- 
tract put  us  on  the  map." 

Still,  weak  oversight  made  abuse  of 
the  progi'am  all  too  common.  One  exam- 
ple: Because  the  sba's  formula  for  de- 
tennining  whether  a  company  quahfies 
for  the  program  does  not  include  the 
owner's  ecjuity  in  the  business  or  his  or 
her  home,  some  8(a)  firms  are  run  by 
millionaires. 

STRUCTURAL  FLAWS.  Plenty  of  compa- 
nies took  advantage  of  such  lax  regula- 
tion. A  General  Accounting  Office  inves- 
tigation eai'lier  tliis  yeai'  detennined  that 
an  8(a)  participant,  i-net  Inc.,  excluded 
some  revenues  fi'om  financial  statements, 
aOovwig  it  to  remain  eligible  for  the  pro- 
gram in  1991  and  1992.  But  sba  allowed 
the  company  to  remain  in  8(a)  for  18 
months  after  learning  of  the  problem 
fi'om  its  own  auditoi-s.  In  that  time,  l-NET 
landed  over  $62  million  in  additional  8(a) 
contracts,  i-net  officials  say  their  ac- 
counting methodology'  complied  with  ap- 
plicable accounting  principles  and  was 
fully  disclosed  to  the  sba. 

There  also  have  been  stiuctural  flaws 
in  the  progi'am.  At  the  end  of  fiscal  1994, 
the  top  50  of  the  5,100  certified  8(a)  com- 
panies won  25%  of  the  $4.4  billion  in 
contracts  awarded.  Wliile  that  level  of 
concentration  is  not  uncom-  ■■■■■■■hi 
mon  in  government  con- 
tracting, it  limits  the  num- 
ber of  fiiTns  that  gain  fi'om 
a  program  meant  to  spui' 
business  among  minority 
entrepreneurs  outside  the 
mainstream. 

Part  of  the  problem  is 
the  tendency  to  steei"  labor- 
intensive  contracts  to  8(a) 
outfits.  Government  agen- 
cies often  target  constnic- 
tion,  building  management, 
and  security  guard  con- 
tracts for  8(a)  companies. 
As  a  result,  high-tech  com- 
panies contend  that  con- 
tracting officers  are  less 
likely  to  tap  them  for  8(a) 


THANKS,  SBA:  Si  ciirifii  sprc ii 1 1 1 si  (larza  says  8(a)  helped  "piif 


work.  And  some  participants,  such  as 
Willie  E.  Davis,  who  nms  a  systems  inte- 
gi-ation  company  in  Union,  N.J.,  find  the 
local  SBA  staff  of  Little  help.  "They  would- 
n't know  a  business  opportunity  if  it 
jumped  up  and  bit  them  in  the  face,"  in- 
sists Davis,  who  has  been  in  8(a)  more 
than  a  year  without  landing  a  contract. 

The  SBA  is  tiying  to  clean  up  the  pro- 
gi'am.  It  has  sought  since  1993  to  push 
out  companies  that  have  grown  too 
large  or  too  rich.  In  the  past  18  months, 
more  than  500  companies  have  been  ter- 
minated fi'om  the  progi'am.  Tlie  SBA  also 
is  examining  its  calculations  of  a  busi- 
ness owner's  net  worth  to  detemiine  if 
it  should  bar  wealthier  individuals  from 
8(a).  And  a  new  computer  system  final- 
ly rolled  out  tliis  summer  will  help  mon- 
itor whether  businesses  in  the  program 


FIXING  SBA'S  8(a)  PROGRAM 

The  Clinton  prescription  for  the  highly  criticized  program: 
THE  PROBLEM  THE  SOLUTION 


Businesses  often  stay  in  the 
program  long  after  they've 
grown  too  large  or  too  rich 


•SBA  has  increased  scrutiny 
of  program  participants, 
cutting  over  500  since  1993 


Most  of  the  8(a)  contracts  go 
to  a  small  numijer  of  firms 
in  the  program 


•SBA  is  urging  agencies 
to  target  firms  that  have 
never  won  an  8(a)  contract 


Many  8(a)  firms  become 
addicted  to  government 
contracts  and  later  fail  when 
cut  out  of  the  program 


•SBA  is  developing 
a  new  computer  system  to 
track  the  development  of 
8(a)  firms 


DATA:  GENERAL  ACCOUNTING  OFFICE,  SMALL  BUSINESS  ADMINISTRATION 


still  meet  the  guidelines  for  assists 
Meanwhile,  the  sba  is  steppiiiL! 
efforts  to  give  8(a)  participants  man; 
rial  assistance.  The  sba  sets  t;ii! 
for  companies  to  develop  non-8(a)  1 
ness,  but  last  year,  63%  of  thosi'  i 
the  end  of  their  stint  in  the  progi: 
did  not  hit  those  goals.  And  the  B 
plans  to  address  concerns  of  p;irt 
pants  such  as  Gomez  who  want  n 
8(a)  contracts  awarded  competitive - 
which  could  help  more  companies  tr 
vive  after  leaving.  Currently,  most 
contracts  are  negotiated  and  do  no 
volve  price  competition. 
POOR  SUBSTITUTE?  Still,  these  mi  l 
needed  reforms  may  come  too  lat(  I 
bill  has  been  introduced  in  the  HaS' 
that  would  eliminate  race  as  a  faw 
that  can  be  considered  in  grantir 
i^^mm^mm  government  contract.  Tii 
Senator   Christopher  h 
Bond  (R-Mo.)  is  drain 
legislation  that  could- 
place  8(a)  with  a  gnx  ■ 
ment  contracting 
aimed  at  small  businc.; 
located  in  distressed  urtei 
or  rural  communities-re 
gardless  of  race. 

That,   many   mim  ^ 
small-business  owner- 
gne,  would  be  a  pom- 
stitute.  But  if  the  CI: 
Administi'ation  is  un;il) 
fight  back  the  attacl: 
8(a),  it  may  be  the 
they  can  hope  for. 

By  Amy  Ua 
in  Wasliw  i 
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Take  the 
401  (k)  plan 
oifyour  agenda, 
and  put  it 
on  ours. 


A  401  (k)  plan  should  be  a  benefit — not  a 
burden  —  to  growing  companies.  Fortunately, 
the  T.  Rowe  Price  Century  Plan®  is 

comprehensive  in  its  features  and  invest- 
ment options —  yet  simple  to  implement 
and  maintain. 

From  establishing  the  plan  to  conducting 
annual  compliance  testing,  the  Century  Plan 
was  designed  to  take  most  of  the  work  oiiyour 
plate  and  put  it  on  ours.  Your  employees  will 
have  the  confidence  that 
comes  with  building 


Invest  With  Confidence 

TRoweftice 


portfolios  that  can  help  them  meet  their 
retirement  savings  goals,  and  you'll  have 
more  time  for  running  your  business. 

When  you  choose  T.  Rowe  Price  as  your  plan 
provider,  you  and  your  employees  have  a  single 
reliable  source  of  retirement  information.  And, 
of  course,  you  also  have  access  to  one  of  the 
nation's  largest  families  of  no-load  mutual 
funds.  Put  T.  Rowe  Price  to  work  for  you. 

Call  1-800-831-1344 
to  receive  your 
Century  Plan  Kit. 


T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  CEN028114 
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BEHER  BACKUP  FOR 
WOMEN  IN  BUSINESS 

A  talk  with  the  chief  of  the  National  Economic  Council 


The  problems  of  female  entrepren- 
eurs are  about  to  get  neiv  visibil- 
ity in  Washington.  President  Clin- 
ton guaranteed  it  when  he  put  the 
chair  of  his  National  Economic  Coun- 
cil, Laura  D'Andrea  Tyson,  in  charge 
of  a  new  committee  addressing  issues 
crucial  to  women  business  oumers.  The 
Interagency  Committee  on  Women's 
Business  Enterprise  will  release  its  first 
report  in  December.  Tyson  disciissed 
the  panel's  work  with  Assistant  Manag- 
ing Editor  Sarah  Bartlett 
and  Washington  Correspon- 
dent Mike  McNamee. 

Q:  What  have  yon  learned 
about  women-owned  busi- 
nesses through  your  work 
with  this  committee? 
A:  The  President  likes  to 
point  out  that  we've  had  a 
recoi-d  number  of  small-busi- 
ness creations  in  the  past 
two  years.  Women-owned 
businesses  are  becoming 
more  important,  in  tenns  of 
numbers,  employment,  and 
sales.  And  in  recent  years, 
they've  increased  fastest  in 
nontraditional  areas,  such  as 
construction,  manufacturing, 
and  ti'ansportation. 

From  the  conversations 
I've  had,  I've  been  stnack  by 
the  fact  that  businesses 
owned  by  women  tend  to  be 
more  sensitive  to  issues  such 
as  flexible  time,  job  sharing,  and  reim- 
bui-sing  then-  workers  for  ti'aining.  Stud- 
ies have  found  wome  n-owned  businesses 
to  be  more  worker-fiie,  cUy  in  those  ways. 

Q:  What  are  you  tryih'i  to  accomplish 
with  the  Interagency  i'oinmittee  and 
its  private-sector  partner,  tlie  National 
Wonmi's  Business  Council'f 
A:  We're  tiying  to  ask  what  public  poli- 
cy could  do  iji  four  basic  areas:  access  to 
capital,  access  to  technical  assistance  and 
training,  and  ways  to  expand  opportu- 
nities for  women-owned  businesses  to 
compete  for  federal  conti-acts.  And  we 


think  it's  important  to  encourage  re- 
search and  data  on  these  businesses. 

The  private-sector  gi'oup — they're 
there  to  help  us  understand  the  banners 
that  are  holding  back  women  entrepren- 
eurs. Then  maybe  the     ISSUES  & 

public   sector   can   do  -   

something.  Maybe  the  private  sector  can 
do  something  as  well. 

Q:  So  what  is  the  federal  government 
doing  to  help  women-owned  businesses? 


"  Women's  share  of  SBA- 
guaranteed  loans  rose  from 
11%  in  '93  to  19%  in  '95" 
LAURA  D'ANDREA  TYSON 

A:  I  had  never  thought  of  starting  a 
small  business,  so  I  hadn't  reahzed  the 
veiy  large  fraction  of  women  who  use 
their  own  personal  finances  to  start  a 
business.  There  are  similar  pressures 
for  men,  too,  but  the  problems  seem 
compounded  for  women.  So  42%  of 


women  who  own  small  businesses  ha 
used  personal  credit  cards  for  she 
temi  financing;  30%  finance  their  bii 
nesses  out  of  their  own  savings. 

In  the  past  three  years,  the  [Sm 
Business  Administration]  has  guar; 
teed  $3.5  billion  in  loans  to  womc 
Women's  share  of  SBA-guaranteed  lo£ 
rose  fi-om  11%  in  [fiscal]  1993  to  19%, 
1995.  We've  combined  that  with  a  p: 
qualification  progi'am  for  women.  1 
SBA  works  with,  the  business  owner  i 
help  hei'  ascertain  whether  she  qualifi 
for  a  guaranteed  loan  before  she  g( 
to  the  bank. 

Then  there's  the  micro-loan  p: 
gi'am — it's  assistance  for  would-be 
YP^mpg     trepreneurs,  both  in 

  and  women.  About  4: 

of  its  loans  have  gone  to  women. 

We're  working  hard  to  improve  a 
extend  the  SBA  Women's  Demonst 
tion  Project.  This  is  really  counsel 
and  training — the  things  you  need 
do  to  put  together  a  bi 
ness  plan,  to  put  togethe; 
financial  package,  to  evs 
ate  and  develop  a  mark 
When  I  heard  about  it 
thought  of  calling  my  fiiei 
who  have  talked  for  ye 
about  needing  someth:; 
like  this. 

The  SBA  also  has  \- 
Women's  Network  for  I 
trepreneurial  Tr-aining,  li 
'^■H  ing  up  successful  women 
trepreneurs  with  aspir 
^  women  entrepreneurs.  It 
very  useful  way  to  get 
formation  spread  becai 
the  successful  ones  li; 
done  it  before. 

Q:  //;  199 Jf,  Congress  s6 
goal  of  placing  5%  of  fedt 
procurement  with  worn 
owned  businesses.  Is  that 
ing  )>iet? 

A:  The  goal  is  just  tak 
effect,  but  several  agencies  are  m 
ing  to  meet  it.  In  1994,  women-owi 
companies  got  2.8%  of  the  federal-p 
curement  dollar — a  27%  increase  ft 
1992. 

Sheila  Widnall,  the  Aii-  Force  Se( 
tary,  has  a  tremendous  outreach  j 
gi"am.  She  has  amazing  stories  ab 
women  in  traditional  businesses  \  t 
have  converted  to  inilitaiy  procurem*  1 
The  Air  Force  would  say  they  rec  g 
nize  the  increase  in  women-owned  b 
nesses.  They  want  to  find  the  best  <  jr 
tractors,  so  they  have  to  extend  bey 
their  normal  channels.  6 
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Now  the  hardest  thing 
boutshippinqismasterinqthecomplexities 

of  the  double  (lid. 


Introducing  F  edEx  Skip'," 

tke  revolutionary  new  desk- 
top skipping  software  from 
bJEx.  Now  witk  FedEx  Skip,  you  can  kandle 
rtually  any  aspect  of  skipping  a  package  witk 
st  a  few  ckcks  of  your  mouse. 


Using  your  modem,  tke  software  connects  your 
computer  directly  to  FedEx.  It  creates  skipping 
lakels  and  prints  tkem  on 
your  own  laser 
printer.  Maintains  a 
kase  of  your  customers.  Sckedules  pickups, 
tracks  and  confirms  delivery  of  your  packages. 
All  faster  and  easier  tkan  ever  kefore.  Witkout  so 
muck  as  picking  up  tke  pkone.  FedEx  Skip. 
Once  you  get  tke  doukle  click  down,  it  s  a 
wkole  new  way  of  skipping  packages.  For  a 
free  copy  of  FedEx  bkip  software  for  Windows  ' 
or  Macintosk',  just  call  1-800-GO-FEDEX*  or 
download  at  kttp://www.fedex.com. 


Federal  Express 

Our  Most  Important  Package  Is  Yours.* 


J  U  S  T    P  0  I  N  T,  C  L  I  C  K   A  N  D   SHI  P. 
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At  Your  Service 


YES,  YOU  SHOULD  HAVE 
A  BOARD-THE  RIGHT  ONE 

Directors  can  lend  clout  and  stimulate  strategic  thinking 


To  many  small  businesses,  a  board 
of  directors  is  one  of  those  trap- 
pings of  Corporate  America  that 
seems  to  bring  little  or  nothing  to  the 
party.  Stocked  with  a  spouse,  a  cousin, 
and  a  lawyer  or  accountant,  it  convenes 
annually,  at  best,  to  comply  with  state 
laws.  Worse,  it  costs  money. 

By  taking  such  a  lackadaisical  ap- 
proach, you  may  be  missing  an  opportu- 
nity. A  formal,  independent  board  of  di- 
rectors can  be  a  valuable  resource  to 
help  with  long-range  planning,  strategic 
issues,  and  personnel  matters.  Outside 
directors  bring  a  fresh  perspective  and 
new  ideas.  For  fast-growing  compa- 
nies, they  provide  a  crucial  check 
on  hastily  executed  management 
decisions.  For  family  business- 
es, they  can  help  sort  out  com- 
plex relationships  and  hold 
management  accountable  to 
family  members  who,  though 
ovmers,  aren't  active  in  the 
business. 

"Most  important,  it's  a 
great  stimulator  of  strategic 
thinking,"  says  John  L. 
Ward,  a  professor  at  Loy- 
ola University  Chicago, 
whose  research  shows  that 
companies  with  independent 
boards  are  more  profitable, 
grow  faster,  and  have  bet- 
ter succession  plans.  "It's 
also  a  group  of  supporters 
and  empathetic  listeners  who 
are  enthusiastic  and  care  foi 
your  success." 
CONTROL  ISSUES.  A  formal 
board  stocked  with  outside 
dii'ectors  also  can  give  you 
clout  when  you're  seeking 
financing,  .says  Edmund  B 
Galvin,  a  partner  at  Coop 
ers  &  Lybrand's  Chicago 
office.  "Lenders,  venture 
capitalists,  and,  ultimate- 
ly, shareholders  are  in- 
creasingly looking  at 
the  board  as  a  way  to 
assess  management," 
he  says. 

While  more  private 
companies  are  setting 


up  independent  boards,  only  about  15% 
of  closely  held  businesses  currently 
have  one,  says  Ward.  Some  owners 
don't  realize  it  is  feasible  or  that  any- 
one qualified  would  be  interested  in 
serving.  But  any  company  with  50  or 


more  employees  should  con-  CORPORATE 
sider  setting  one  up,  says  GOVERNANCE 
Ivan  Lansberg,  a  manage-    erably  with  a  for-profit 


To  keep  costs  down,  hold  quartirl 
meetings  that  last  three  to  four  h(r; 
Also,  try  to  find  directors  from  the  )k 
business  or  academic  community,  to  t\- 
on  travel  expenses.  Directors'  and 
cers'  hability  insurance  is  often  a  n  u 
site  for  recruitment  and  may  cos  a 
much  as  $25,000  a  year  for  a  pri^t 
company,  estimates  Janicki. 

The  best  directors  are  often  e 
preneurs  from  industries  other 
your  own  who  may  have  overcome 
ilar  hurdles.  Seek  directors  who  can 
skills  that  your  management  team 
lack.  Would  it  help  to  have  greater 
pertise  in  marketing,  finance,  or  op 
tions?  Look  for  people 
some  board  experience, 
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ment  consultant  in  New  Haven. 

Many  entrepreneurs  fear  that  an  in- 
dependent board  would  rob  them  of  con- 
trol and  the  freedom  to  make  quick, 
creative  decisions.  But  in  practice,  direc- 
tors have  little  control.  Since  they  serve 
at  the  pleasure  of  share- 
holders, directors  can  easily 
be  voted  off  the  board. 
Moreover,  boards  are  general- 
ly— and  more  appropriately — 
used  to  advise  on  long-term 
strategic  matters,  where  bat- 
tles over  control  are  less  like- 
'\  ly,  says  Lansberg. 
<f  For  a  company  with  fewer 
than  100  employees,  it  makes 
sense  to  have  three  outside 
directors,  one  inside  direc- 
tor,  and  yourself,  says  Mi- 
chael Janicki,  who  directs 
BDO  Seidman's  family-business 
consulting  practice.  You  can 
retain  a  director  for  $2,500  to 
$10,000  a  year,  although  fees 
-^J  depend  on  the  size  of  the 
company  and  the  frequency 
and  length  of  the  meetings. 


Making  a  Board 
Work  for  You 


•  Keep  it  small.  Three  outsiders,  one  insid- 
er, and  yourself  makes  sense  for  companies 
with  fewer  than  100  employees.  most 

•  Plan  quarterly  meetings  that  last  three  to 
four  hours. 

•  To  keep  expenses  down,  pick  the  best  can 
didates  from  the  local  business  community. 
Look  for  skills  your  management  team  lacks. 

•  Write  guidelines  so  board  members  under- 
stand their  responsibilities.  Impose  renew 
able  three-year  term  limits. 
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Your  professional  advisers,  attor 
accountant,  or  local  executive  se; 
firms  can  help  you  identify  candid; 
Arrange  an  initial  meeting  to  disi 
your  plans  and  to  make  sure  yo 
compatible.  Once  you've  selected  b( 
members,  provide  them  vdth  wri 
guidelines  so  they  will  understand 
responsibiUties.  Janicki  suggests  im 
ing  a  renewable  three-year  term  Mm 
provide  nonperforming  directors  wi 
graceful  way  to  exit  the  board.  M 
the  most  out  of  your  meetings  by  s( 
ing  directors  a  packet  of  materials  aha 
of  time,  including  financial  updates,  cn 
pany  news,  and  a  detailed  agenda. 
OBJECTIVE  FEEDBACK.  If  you  am 
comfortable  having  outsiders  on  yu 
board,  you  can  still  get  the  benefin 
outside  advice  by  setting  up  an  advt 
ry  council.  These  panels  have  manH 
the  benefits  of  formal  boards  but  d'H 
offer  directors  as  much  prestige  ;l 
won't  carry  as  much  clout  with  souie 
of  financing.  The  fees  paid  to  advis* 
would  be  comparable  to  directors'  fcf 
but  costly  directors'  and  officers'  inM 
ance  wouldn't  be  necessary. 

— -i"      If  you  do  take  tiie  I  i 
and  expense  to  set  u 
formal  board,  you  neect 
be  committed  to  con  -  ' 
ing  it  on  important 
sions  and  taking  directs 
advice.  "That's  one  of  i 
difficult  as]ii  (  I 
says  Janicki.  Hearint' 
jective  feedback  on  y  - 
business  decisions  n 
take  .some  getting  used 
but  it  wall  serve  you  i 
better  than  the  rublf 
stamp  of  a  board  of  fan; 
and  friends. 

By  Amey  Sti 
in  New  Ya 


These  days  your  office  can  be  anywhere  you  do 
jsiness.  Whether  you  're  downtown  or  in  your  dining 
)om,  you  need  to  stay  in  touch.  That's  why  Fujitsu 
licroelectronics  otters  a  complete  family  of  integrated, 
orld-class  PC  Cards,  to  give  you  immediate  access 
I  vital  information  while  in  the  office  or  on  the  road. 
Our  ultraportable  PC  Cards  offer  a  wide  range 
:  capabilities  including  multimedia,  LAN,  and  high- 
)eed  communications.  With  Fujitsu,  you  get  instant 
impatibility  with  virtually  all  of  today's  PCMCIA 
andard  computing  platforms  in  addition  to  multi- 
A,     function  capability  and  interoperability. 
Plus,  our  intuitive  Microsofi:'  Windows- 
based  installation  software  automatically 


sets  up  and  configures  your  PC,  which  means 
fewer  headaches  and  hassles.  With  Plug  and  I^lay 
features  like  hot  insertion  and 
removal,  there's  no  need  to  reboot 
your  system  when  swapping 
cards.  You  even  get  the  ease  and 
comfort  of  our  extensive  customer 
support  sei'x'ices  that  ensure  customer  satisfaction 
and  help  you  get  the  most  from  your  investment. 

So,  if  today's  virtual  office  is  leaving  you  feeling 
a  little  detached,  call 


Fujitsu  Microelectronics 
at  1-800-642-7616  and 


we'll  get  you  connected. 


FU^TSU 


JITSU  MICROELECTRONICS,  INC  ,  3545  North  First  Street,  San  Jose,  CA  95134  ©1995  Fu|itsu  Microelectronics,  Inc.  All  trademarks  or  registered  trademarks  are  ttie  property  of  their  respective  holders. 


Introducing  HP  DeskJet  850  printers 
with  the  RealLife  Imaging  System. 


^499 

K.slMiiali  <l  I  S  retail  iJiici 
Ar(li;d  pnco  may  Viu  y 


If  a  pic  luie  is  worth  a  thousand 
words,  HP  DeskJet  850  ])rii)ters 
say  a  lot  about  your  business. 
HP's  exchisive  RealLife  Imaging 
System  gives  yoiu"  small  office  the 
most  vivid  colors  and  shar]iest 
blacks  possible  in  Inkjet  inmling. 
You'll  get  outstanding  results 
quickly  and  easily,  with  no  sjjecial 
paper  required. 

•  6  pages-per-minute  black  and 
1  'A  pages-per-minute  color 

•  Mac  and  UOSAVindows  compatible 

•  Designed  for  Windows  95 


•  HP's  new  RealLife  Imaging 
System  delivers: 
C'-REt  technology  for  precision 
printing 

C'olorSmarl  to  optimize  color 
automatically 

New  inks  for  superior  resulls 
on  any  jjaper 

HP  Printers 

Just  what  you  had  in  mind. 
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Wit's  End 


WHALE  BLUBBER 


It  has  been  a  while  since  the  U.S.  Iiad  any  kind  of 
serious  wlmling  industry — over  80  years,  in  fact. 
But  that  hasn  't  stopped  the  Commerce  Dept.  from 
having  this  elaborate  ivhale-measuririg  guideline  on 
its  books.  WJiy  would  the  government  care  about 
wfiale  dimensions?  Something  to  do  mth  satisfying 
the  repoyiing  requirements  Sound  familiar? 

FROM  THE  COMMERCE  DEPT.,  NATIONAL  MARINE  FISHERIES  SERVICE: 

Pait  351— WhaUng  authority:  Aiticle  5,  62  Stat.  1718, 
sec.  2-14,  64  Stat.  421-425;  16  U.S.C.  916  et  seq. 

351.63  Measurement  of  whales 

a)  Whales  must  be  measui'ed  when  at  rest  on  deck 
or  platfomi  after  the  hauling  out  wii-e  and  grasping 
device  have  been  released,  by  means  of  a  tape-meas- 
ure made  of  a  non-stretching  material.  The  zero  end 
of  the  tape-measm-e  shall  be  attached  to  a  spike  or 
stable  device  to  be  positioned  on  the  deck  or  plat- 
form abreast  of  one  end  of  the  whale.  Alternatively, 
the  spike  may  be  stuck  into  the  tail  fluke  abreast  of 
the  apex  of  the  notch.  The  tape-measure  shall  be 


held  taut  in  a  sti-aight  line  parallel  to  the  deck  and 
the  whale's  body,  and  other  than  in  exceptional  cir- 
cumstances, along  the  whale's  back,  and  I'ead  abreast 
of  the  other  end  of  the  whale.  The  ends  of  the  whale 
for  measui'ement  piu-poses  shall  be  the  tip  of  the  up- 
pei'  jaw,  or  in  spenn  whales,  the  most  foi-ward  ])art 
of  the  head,  and  the  apex  of  the  notch  between  the 
tail  flukes. 

b)  Measurements  shall  be  logged  to  the  neai'est  foot 
or  0.1  meti-es.  That  is  to  say,  any  whale  between  75 
feet  6  inches  and  76  feet  6  inches  shall  be  logged  as 

76  feet,  and  any  whale  between  76  feet  6  inches  and 

77  feet  6  inches  shall  be  logged  as  77  feet.  Similarly, 
any  whale  between  10.15  metres  and  10.25  metres 
shall  be  logged  as  10.2  metres,  and  any  whale  be- 
tween 10.25  metises  and  10.35  metres  shall  be  logged 
as  10.3  metres.  Tlie  measureinent  of  any  whale  which 
falls  on  an  exact  half  foot  or  0.05  metre  shall  be 
logged  at  the  next  half  foot,  or  0.05  metre,  e.g. 

76  feet  6  inches  precisely  shall  be  logged  as  77  feet 
and  10.25  metres  {precisely  shall  be  logged  as  10.3 
metres. 


GOT  A  CANDIDATE  FOR  WIT'S  END?  Readers  should  send  them  to  Business  Week  Enterprise,  1221  Avenue  of  the  Americas, 
New  York,  N.Y.  10020,  fax  (212  512-4721),  America  Onhne  (readersbw),  or  internet  (bwreader@mgh.com). 
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Would  you  please  tell  us  what  you  think  about  Enterprise' 
Just  fill  out  this  quick  one  page  "Fax-Back"  survey  and 
give  us  your  opinion.  Fax  it  to  516-935-4092.  If  you  do 
not  have  access  to  a  fax  machine,  you  can  mail  this 
survey  to:  Ms.  Patrice  Serret,  Business  Week  Enterprise, 
1221  Avenue  of  the  Americas,  40th  floor,  New  York, 
New  York  10020. 


1.  Would  you  say  the  editorial 
content  of  Enterprise  was: 

LJ  Excellent 

□  Veiy  Good 

□  Good 

□  Fair 

□  Poor 

□  Don't  Know 

2.  Did  you  find  Enterprise: 
(Check  all  that  apply) 

□  Comprehensive 

□  Concise 

□  Easy  to  read 

□  Informative 

□  Insightful 

□  Interesting 

□  Pertinent  to  my 
business  needs 

□  Useful 

□  Well  organized 

□  Other  

3.  Next  to  the  editorial  subjects 
listed  below,  please  check  those 
topics  which  you  would  like  to 
see  more  of  in  Enterprise: 

□  Benefits/Health  insurance/ 
Retirement  plans 

□  Business  equipment 

□  Business  finance 

□  Company  profiles 

□  Computers  and/oi-  Software 

□  Economic  conditions 

□  Government  and  politics 

□  Industr'y  trends 

□  International  business 

□  Legal  issues 

□  Marketing 

□  People  profiles 

□  Personal  finance 

□  RegulatoiT  changes 

□  Tax  issues 

□  Women  in  business 

Thanks  for  your  time  and 
thoughts.  Your  cooperation 
is  very  much  appreciated. 
Please  fax  back  this 
survey  to  516-935-4092. 


4.   How  did  you  acquire  this  copy 
of  Enterprise: 

□  In  Business  Week  issue 

□  From  Office  Depot  store 

□  From  business  associate, 
relative  or  friend 

□  Other  

5a.  Would  you  like  to  see  future 
issues  of  Enterprise? 

□  Yes  J  No 

5b.  If  yes,  how  many  issues  per 
year  would  you  like  to  see? 

□  2    ^4    ae  ui2 

5c.  Would  you  pay  a  modest 
price  for  a  subscription  to 
Enterprise  if  it  was  published 
as  a  free-standing  magazine 
dedicated  to  small  business? 

□  Yes  □  No 

6.   Please  put  your  age  in  the 
space  provided: 


7.   Are  you: 

□  Female 


□  Male 


8.  What  is  the  highest  level  of 
education  you  have  attained? 

J  Some  High  School 

□  High  School  Graduate 

□  Some  College  (no  diploma) 

□  College  Graduate 

□  Some  Post  Graduate 

□  Graduate  Degree 

9.  Do  you  work  primarily 
from  your: 

U  Home 

□  Office 

10.  If  you  primarily  work  in  an 
office,  do  you  also  do  work 
for  your  job  at  home? 

□  Yes      □  No 


11.  If  yes,  how  often  do  you 
work  at  home  for  your  job? 

□  Often  (several  times  each  wcr. 

□  Frequently 

(at  least  once  per  week) 

□  Sometimes 

(two  to  foui'  times/month) 

□  Occasionally 

(less  than  once  per  month) 

12.  Approximately  how  many 
employees  are  there  in 
your  entire  company? 

□  1  □  50-99 

□  2-4  □  100-499 

□  5-9  □  500-999 

□  10-24         □  1,000  or  more 

□  25-49 

13.  Please  indicate  if  you  have  <»] 
of  the  equipment  listed  belo" 
your  home  or  office? 

Homi'  <  _ 
Personal  Computers  □ 
(Desktop  or  Workstation) 

Personal  Computers  □  J 
(Laptop  or  Portable) 

Modem  □  J 

CD  Rom  Drive  □  J 
Networking  Hardware/ 

Software  □ 

Copiers/Duplicators  □  J 

Facsimile/Fax  □ 

Typewi'iters  □ 

Cellular  phones  □ 

Pagers^eepers  □  J 

E-mail  system  □  _l 


14.  Where  do  you  shop  for  your 
office  supplies? 

□  Office  Depot 

□  Office  Max 

□  Staples 

□  WalMart 

□  Wholesale/Warehouse  Club 

□  Local  Stationery  Store 

□  Other  
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E  HAS  A  LEAN,  MEAN 
(ASHING  MACHINE 

iers  for  the  Maxus  are  pouring  in,  but  can  demand  be  met? 


S  VIBRATION:  GE's  Maxus  boasts  a  big  tub,  fewer  parts,  and  redticed  noise 


IN  A 
WHIRL 


is  ge's  first  fundamentally  new 
/ashing  machine  in  42  years,  and  it's 

beaut.  The  Maxus,  $100  million  in 
making,  boasts  a  larger  tub,  40% 
er  parts,  and  a  suspension  that  cuts 
Ti  on  noise  and  vibration,  keeping 
Is  balanced.  This  is  the  sort  of  stuff 
I  turns  pros'  heads:  "If  someone 
es  in  and  just  wants  a  washer,  all  20 
ny  salesmen  will  walk  them  over  to 
GE,"  says  Chuck  Oswald,  president 
i.ppliance  Center  in 
imee,  Ohio, 
'he    Maxus  line, 
ch  sells  for  $400  to 
),  is  General  Elec- 

Co.'s  attempt  to 
ipe  laundry-room 
liocrity.  For  years, 
rashers  have  been 
:k  a  distant  second 
hird  behind  those 
n  Whirlpool  Corp. 
rt).  GE  ran  40  mar- 
research  studies 

collected  recom- 
idations  from  200 
nee  technicians  to 
re  out  what  it  was 
ig    wrong.  This 


MARKET  SHARE  OF 
U.S.  WASHING 
MACHINE  SHIPMENTS 


year,  it  will  spend  an  estimated  $10  mil- 
lion on  clever  feature-oriented  adver- 
tising and  marketing  for  its  new  washer 
and  a  redesigned  dryer — the  biggest 
launch  ever  for  GE  Appliances. 
DEEP  POCKETS.  The  splash  is  paying 
off,  with  orders  fi'om  retailers  far  ex- 
ceeding ge's  expectations.  "For  the  first 
time  in  a  long  time,  ge  doesn't  have  to 
take  a  backseat  to  anybody  in  the  laun- 
dry business,"  says  J.  Con  Maloney, 
chairman  of  Cowboy 
Maloney's  Electric 
City,  an  11-store  chain 
based  in  Jackson,  Miss. 
Deep-pocketed  OE,  the 
leader  in  refrigerators, 
dishwashers,  and  elec- 
tric ranges,  may  finally 
be  set  to  pick  up  mar- 
ket share  in  washers. 

But  there's  a  prob- 
lem: ge  can't  get 
enough  machines  out 
the  factory  door.  Max- 
us floor  samples  were 
delayed  by  a  month, 
RAYTHEON  acknowledges 
2%     that  it  fell  thi-ee  weeks 
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MAYTAG 
17% 


GENERAL 
ELECTRIC 
17% 


WHIRLPOOL 
53% 


SEARS 

WHIRLPOOL 
L  BRAND  23°/ 


FRIGIDAIRE 
11% 


When  you're  traveling, 


there's  a  symbol  for 


just  about  everything. 


And  this  is  the  symbol  for 
"fine  hotels." 

With  75  locations  in 
24  countries,  chances  are 
there's  a  Renaissance  right 

where  you  need  one. 
Call  your  travel  agent  or 
1-800-HOTELS-l. 

Renaissance,  a  name  you  can 
be  comfortable  witbJ" 


RENAISSANCE, 

HOTELS  AND  RESORTS 


Keep 


your 


Windows  95 

software  in 


one  of  our 

beautiful,  custon: 


DIGITAL  INTRODUCES  A  FULL  LINE  OF  COMPUTERS  OPTIMIZED  FOR  WINDOWS®  95. 

Yes,  our  VCs  and  notebooks  are  For  the  advanced  productivity  audio  and  C]l)  l^C^M.  And 

beautiful,  liut  perhaps  phenomenal  business  user,  it  sports  EDO  Windows"  93  makes  all  these 

IS  a  better  way  to  describe  some  of  memory,  pipeline  bin-st  cache  and  powerful  features  easy  to  use. 

the  industry's  most  PCI  bus  master  E-11)E.  Network-  The  alliance  between  Digital 

robust  platforms  for  ready  with  integrated  Ethernet  and  Microsoft  isn't  new;  it's  been 

Windows"  95.  Take  the  and  DMI,  it  also  has  integrated  M^,  going  strong  for  ten  years.  Now, 

^'Hrn      new  C:elebris'"GL.  64-bit  graphics  with  WRAM.  with  450  field  locations  worldwide. 


ned  cases 


ind  over  5,000  Microsoft-trained 
professionals,  Digital  is  a  key 
Microsoft  Authorized  Support 
Center  and  the  only  major  PC 
i'endor  to  be  a  Windows"  95 
Outsource  Partner.  You  can  make 
1  case  for  the  benefits  of  such  an 
illiance.  We've  made  several. 


Call  1-800-DIGITAL  for  your 
nearest  reseller,  or  visit  our  Web  Site 
a  t  vv\v\v.  pc.digital.com. 


Designed  fii 

Microsoft 
Windows  95    ■  ^ 
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■  HIM,'NlM;li'tJilJ:»HaM'.IJmT7T^ 


■fitraio/r  j„J  ,/,,  ;i,.,,j,„.,/  /„,  .Vlitros.;/!  H'rr.Ji.U'i  CJ  logo  an-  rrjj>i,  >, ./  It.idtnuiiks  o/ A/itioio/l  ,„  llie  V  S  inJ  ollui 


THE  BOTTOM  LINE  LEADS  TO  OHIO 


The  Quickest  Way  There  is  Online 


Tap  into  Online  Ohio  on  Business  Week  Online. 
You'll  find  market  intelligence  on  Ohio  and  Ohio-based 
companies  that's  timely  and  authoritative.  Plus; 

•  Send  messages  to  state  officials  and  participating  advertisers. 

•  Request  a  wide  variety  of  business  and  product  information. 

•  Access  Ohio's  web  site. 

•  Enter  the  Online  Ohio  contest  and  win  a  fabulous  prize. 

Don't  miss  the  opportunity  to  explore  this  unique  resource 
and  interact  with  the  first  state  to  go  online.  Look  for  Online  Ohio 
behind  the  Offers  &  Info  icon  on  the  Business  Week  Online  opening 
screen  or  by  using  Keyword:  OHIO.  If  you  are  not  currently  an 
America  Online  subscriber,  call  1-800-641-4848  to  receive 
a  trial  diskette  including  10  free  hours  on  AOL. 


.A- 


Business  Week 


.1/  lluMcOrawHiUi  ,i,ri/.,i 


N  A  I   I  O  N  A  L     C  B  N   I"  [:  R      for      \-  A  M  1  L  "l'      L  I  1   E  R  A 


One  in  five  American  adults 
cannot  read  well  enous^h  to 
understand  this  ad. 

1  hat's  why  the  National 
Center  for  l  aniily  l.iterac\' 
IS  currently  behind  literac\' 
programs    tor   families  in 


Suite  200-B.  325  West 
Main  Street,  Louisville, 
Kentucky  40202-4251,  tor 
information  on  how  to  sup- 
port famil)'  literacy.  Or  call 
(502)  584-1133  e.xt.  33. 
If  we,  as  a  nation,  can 


To  12  million  adults  this  is  an  ad  about  a  dog. 
Actually,  it's  an  ad  about  literacy. 


over  l,t)00  comtnunilies 
across  America.  I'ut  there  is 
mucii  more  we  need  to  do. 


We  urge  you  to  write  the 
National  Center  tor  l  amily 
Literacy,  Waterfront  Plaza, 


achieve  full  literacy 


hen  we  can 


achieve  anything 


4 
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LG  Electronics 


GoldStar 

The  future  is  making  sense 

too  cold?  Too  hot?  Or  just  hungiy?  At  GoldStar,  we  all  listen  ~  from  the  President  to  the  most  junior 
nnan  ~  and  then  we  create  products  that  our  customers  want.  Sometimes  even  before  they  ask. 

:ecl  Audio/Visual  Equipment  '  Home  Appliances  '  Computers  '  OfHce  Automation  '  Multimedia 


EPSON  COLOR  INK  JET  PRINTERS.  Imagine  being  able  to 
record  your  dreams  in  color  In  a  language  thats  expressed  in  vivid,  shimmering  720  x  720  dpi 
of  Photo  Quality  color.  We  call  it  Epson  Color  If  you'd  like  to  see  it,  just  give  us  a  call  at 
1-HOO-miY-EPSON  x3100,  or  visit  us  on  the  World  Wide  Web  at  http://www.epson.com.  And 
for  as  little  as  $449,  start  turning  your  dreams  into  something  worth  getting  out  oj  bed  for. 


Most  peaplc  ili  cnin  in  lilark  and  ii  liilc  II r  <  icnii'd  n  full  linr  nf  printers  (stdrlinu.  fur  <is  litllc  (is  $44')) 
llidl  pniduce  720  X  72(1  dpi  of  l  isionorv  I'lmto  ()iiiilit\  lolor  so  yon  con  tolor  them  in. 


YOU'VE  GOT  TO  SEE  IT  IN 


color: 


People 


Database  Marketing 
Discovery  For 
Sales  Executives! 

Imagine  finding  a  hidden  universe  with 
40,000  emerging  firms,  mainly  private  but 
also  subsidiaries  of  public  companies.  Last 
year  one  in  six  of  these  companies  ex- 
panded employment  by  over  40%.  These 
firms  are  creating  new  jobs  and  they  have 
demonstrated  a  need  for  almost  every  kind 
of  business  product  or  service  -  everything 
from  office  equipment  to  disability  insur- 
ance to  real  estate. 

A  little  known  sales  tool  that  tracks 
these  companies  is  making  money  for 
sales/marketing  executives  who  use  it. 
Taken  from  the  CorpTech  Directory  of 
Technology  Companies,  this  information 
on  disk  or  in  print  can  be  easily  added  to  a 
contact  manager  or  other  larger  database  for 
unlimited  annual  use.  It's  the  only  re- 
source available  that  uncovers  America's 
emerging  sector  of  technology  manufactur- 
ers. CorpTech  gives  you  their  names,  geo- 
graphic location,  growth  rates  for  each 
company,  plus  names,  titles,  and  responsi- 
bilities of  their  1 33,000  key  executives. 

"Great  investment  ...  made  money  by 
quickly  and  easily  identifying  customers 
for  specific  products,"  Mike  Mueller,  Man- 
ager, Mitsubishi. 

Free  fact  kit  shows  20  money-making 
ways  this  sales  tool  can  revitalize  your  sell- 
ing efforts.  Call  1-800-333-8036  or  mail 
name  and  address  to  CorpTech,  Dept  BSW, 
12  Alfred  Street,  Wobum,  MA  01801. 


"YOUR  FREE 
CATAIOG  KNOCKED 
MY  SOCKS  OFF" 

We  get  that  sort  of  comment  all  the 
time  People  are  impressed  that  our 
free  Consumer  Information  Catalog 
lists  so  many  free  and  low-cost 
government  booklets.  There  are 
more  than  200  in  all,  containing  a 
wealth  of  valuable  information 

Our  free  Catalog  will  very  likely 
impress  you,  too.  But  first  you  have 
to  get  it.  Just  send  your  name  and 
address  to; 

Consumer  Information  Center 
Department  KO 
Pueblo, 
Colorado 
81009 

A  public  service  of  this  publication  and 
the  Consumer  Information  Center  of  the 
U.  S  General  Services  Administration 


ENTREPRENEURS 


EYEGLASSES 
FOR  THE  MASSES 

Here  come  $20  specs,  thanks  to  an  innovative  optometrij 


Robert  J.  Morrison 
was  touring  the 
Mideast  with  his 
family  in  1985  when 
inspiration  struck.  At  a 
bustling  bazaar,  the  Har- 
risburg  (Pa.)  optometrist 
saw  a  rugmaker  arguing 
with  his  diikben.  Tlie  kids 
wanted  their  father  to  re- 
tire, an  interpreter  ex- 
plained, because  he  was 
making  so  many  mistakes. 
Moirison  asked  the  man 
his  age.  Only  42.  As  the 
artisan  tiu-ned  back  to  his 
weaving,  arms  stretched 
far  in  front  of  him,  Moi'ri- 
son  realized  the  problem: 
He  needed  glasses. 

There  must  be  milhons 
of  people  in  the  world 
who  need  eye  care  but 
can't  get  it,  Moirison  re- 
calls thinking.  "I  said  to 
my  son,  Jimmy,  'That's  a 
problem  we  ought  to  be 
able  to  solve.' " 
STAR  PATIENTS.  Now,  Mor- 
nson  tliinks  he  has  a  solu- 
tion. With  his  son,  he  has 
created  Instant  Eyeglass- 
es— prescription  specs 
that  can  be  assembled  in 
minutes  and  sold  for 
about  $20  a  pair  Backed 
by  venture  funds,  includ- 
ing the  Rockefeller  fami- 
ly's Odyssey  Fund,  his 
Morrison  International 
Inc.,  based  in  Sarasota, 
Fla.,  is  selling  the  glasses 
for  profit  and  foi'  charity, 
in  the  U.  S.  and  overseas. 
A  public  offeiing  may  come  next  yeai*.  If 
Morrison  succeeds.  Instant  Eyeglasses 
could  hit  the  mainstream  of  the  optical 
business,  attracting  customers  who  want 
spare  pairs  but  balk  at  paying  the  av- 
erage retail  $185  cost.  It  could  also  help 
millions  of  needy  people  see. 

Morrison  is  no  man  of  the  masses. 


BOB  MORRISON'S  VISION  THING 

1948  Graduates  Pennsylvania  College  of  Optometr 


1963  Helps  Czech  scientists  develop  first  soft 
contact  lens.  With  two  partners,  patents  the  lens 
and  becomes  sole  U.S.  producer  of  soft  lenses 


1966  In  exchange  for  royalties,  sells  soft-lens 
rights  to  partners,  who  later  sell  to  Bausch  & 
Lomb.  Develops  another  soft  lens  and  becomes 
chairman  of  manufacturer  Union  Optics. 


1983  After  Union  Optics  is  sold  to  Coopervision 
Morrison  exits  lensmaking  to  practice,  lecture, 
and  do  research. 


1991  Founds  Morrison  International  to  make  an 
market  low-cost  glasses  and  lease  mobile  eye 
clinics  to  serve  the  poor. 


though.  A  multimillionaire  thanks  to 
pioneering  work  in  contact  lenses, 
counts  as  patients  Bill  Cosby,  Bart 
Walters,  and  Kathie  Lee  Gifford 
even  these  stars  must  wait  for  appo 
ments  as  Morrison  jaunts  abroad: 
is  the  eye  doctor  to  14  royal  houses 
Monison,  now  70,  hit  the  royal  cir 
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KA  World  Ride  '95,  the  first  official  worldwide  event  sponsored  by  World  T.E.A.M. 
)orts,  is  an  around-the- world,  eight  month  cycling  odyssey  covering  13,000  miles, 
in  these  "exceptional"  athletes  and  host  Charles  Kuralt  as  CBS  broadcasts  a 
lanksgiving  Day  special.  World  Ride  '95:  The  Possible  Dream,  on  November  23 
heck  your  local  listings  for  times). 


RIPE  95 


People 


THROUGH 
INNOVATION 


THE  KHOWLCDGE- 
CRtATING  (OHPANY 


HoK  Japani  M 

f.reair  itir 
Dynamic*  "f 
Inno^atHHl 


I     HIROTAKA  TAKKICHI 

'"-^  "  0-19-509269-4 /  240 PP  /S25  00 

Turning  conventional  wisdom  on  Its  head,  these  distin- 
guished business  experts  show  how  Japanese  (Irms  do  not 
just  imitate  and  improve  existing  products,  but  innovate  and 
cieote  new  knowledge  to  forge  their  competitive  advantage. 

Using  cose  studies  drown  from  Hondo,  Canon, 
Matsushita,  NEC,  3M,  GE,  and  the  U.S.  Mannes,  Nonako 
and  Tokeuchi  demonstrate  how  to  translate  "tacit  knowl- 
edge" (experience)  into  "explicit  knowledge"  (manuals 
and  procedures)  to  produce  new  processes,  products,  and 
services,  A  powerfully  effective  blend  of  eastern  and  west- 
em  approoches  to  innovation — not  to  be  missed. 

Published  by  Oxhid  Univeisily  Press 

(hp  01  copy  Ibis  coupon  and  lax  oi  mail  to 
Tlie  McGiow-Hill  Bookstore, 
1221  Avenue  of  the  Ameiitas,  New  Yoil<,  NY  1 0020 
Oidei  liy  phone  loll  free  irt  (800)  352-3S66  or  212-512-4100  rn  NY 
You  con  also  fox  thrs  coupon  to  us  ot  2 1 2-5 1 2-4 1 05 

Yes!  Please  rush  me  (opres  ol 

IHE  KNOWLEDGE-CREATING  COMPANY,  Nonoka  S  Tokeuchr 
Check  or  credit  cord  only 

□  Vrso  DMosterCord  QAMEX  OOmw 

Pleose  odd  opplicoble  soles  lox,  plus  $3  50  for  U  S  postoge  orrd  hnndling 


Account  No 
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in  the  1960s,  when  he  was  recommend- 
ed to  Belgium's  King  Baudouin,  who 
had  tried  contacts  repeatedly,  with  dis- 
mal results.  After  he  successfully  fitted 
the  monarch,  Morrison  recalls:  "I  went 
back  to  my  hotel  in  Brussels  and  found 
a  call  from  Queen  Juliana  [of  the 
Netherlands]  waiting.  It  was  like  a  fairy 
tale."  In  time,  he  also  treated  Princess 
Grace  of  Monaco  and  the  Shah  of  Iran. 

The  rewards  have  been  sweet.  Mor- 
rison tools  around  Hanisburg  in  a  1961 
Rolls  Royce  Silver  Cloud  that  Juliana 
gave  him  after  he  fitted 
her  nearly  blind  daugh- 
ter. Princess  Maria 
Christina,  with  lenses 
that  greatly  improved 
her  vision.  Juliana's  hus- 
band. Prince  Bemhard, 
knighted  him.  Mon-ison 
and  his  wife,  Ruth, 
have  entertained  both 
Princess  Maria  Christi- 
na and  Prince  Albert  of 
Monaco  at  their  subur- 
ban Harrisbiu'g  home. 

But  the  guest  list  al- 
ways includes  local 
friends.  Moirison  "hasn't 
changed  a  bit,"  says 
boyhood  chum  Charlie 

Grubmeyer.    He  still   

tends  to  the  eyes  of 
Hamsburgers,  for  $50  an  exam.  And  he 
has  set  up  two  foundations  to  provide 
lenses  ancl  glasses  to  the  poor. 

All  the  while,  Morrison  has  created 
and  pi'oduced  contact  lenses  in  a  base- 
ment lab.  In  1963,  he  helped  fashion  a 
material  into  the  fii'st  soft  lenses,  then 
patented  them  in  partnership  with  two 
lawyers.  "He  is  one  of  the  most  original 
and  creative  scientists"  in  the  field,  says 
George  W.  Blankenship,  chairman  of 
ophthalmology  at  Pennsylvania  State 
University.  "He  (h'amatically  refined  con- 
tact lenses  from  an  experimental  con- 
cept into  a  successful  product."  Briefly, 
in  the  1960s,  Momson's  lab  made  eveiy 
soft  lens  sold  in  the  U.  S.  But  after  a 
quari'el,  he  sold  out  to  his  partners  in 
exchange  for  royalties.  They  later  sold 
the  rights  to  Bausch  &  Lomb  Inc. 
FLOPS,  TOO.  Not  all  his  inventions  did 
so  well.  A  device  for  measuring  corneal 
scars  to  track  the  coiu'se  of  disease  was 
ignored.  Still,  Morrison,  who  uses  self- 
hypnosis  to  cut  his  sleep  time,  prides 
himself  on  continual  innovation.  "I  was 
brought  up  to  believe  you  shouldn't  be 
afraid  to  do  anything  novel,"  he  says. 

So,  at  an  age  when  he  could  be  in- 
dulging his  passion  for  tennis  or  building 
his  collection  of  exotic-looking  hotel 
keys,  Monison  is  again  breaking  ground 


A  boyhood  chum 
says  Morrison 
"hasn't  changed 
a  bit,"  even 
though  his 
patient  list  these 
days  includes 
Bill  Cosby  and  14 
royal  houses 


in  eye  care.  To  keep  prices  low,  Mo 
son  International  has  reinvented 
way  glasses  are  made.  Instead  of  c 
tom-grinding  lenses  for  different  fran 
it  uses  premolded  lenses  that  fit  i 
frames  that  can  be  snapped  toget 
and  adjusted  to  fit  any  face.  By  rotat 
the  lenses  to  any  of  180  positions  in 
frame,  26,000  prescriptions  can  be  fil 
using  a  stock  of  152  lenses.  (The 
price:  $39.95 — for  bifocal  sunglasses  ^ 
antiscratch  coating.)  The  line  sells 
the  U.  S.  by  mail  order,  and  a  chair 
kiosks  is  in  the  woi 
The   first  opened 
Florida  on  Oct.  1. 

"Doggone,  he's  o: 
something,"  says  D( 
Butler,  founder 
Lenscrafters,  the  wor 
largest  optical  retai 
Butler,  who  sold  L 
crafters  in  1988 
launch  Europe's  Vis 
Express,  is  on 
board  of  a  new  cc 
pany,  Optical  C 
(Beirnuda)  Ltd.,  that 
cently  inked  a  deal 
distribute  Instant  E 
glasses  in  the  forn 
Soviet  Union,  East^ 
Europe,  India,  and  P 
istan.  "The  need 
enonnous,"  says  Optical  Care  Chaim 
Rupert  Galliers-Pratt,  noting  that  4 
of  Russian  adults  who  need  glasses  d' 
have  them.  In  nations  with  few  eye  c 
tors,  the  company  will  put  vision-test 
gear  in  stores.  Galliers-Pratt,  who  le^ 
successful  Russian  telecom  startup, 
pects  sales  in  foiTner  East  bloc  mark 
to  hit  $55  million  a  year  in  five  year 
Meanwhile,  bringing  affordable  e; 
wear  to  the  poor  remains  a  priority 
Morrison.  He  and  son  Jim,  37,  Morris|ll' 
International's  president,  have  designer 
mobile  clinic  fitted  with  ecjuipmentliii 
measure  a  person's  vision  and  m£ 
glasses  in  minutes.  One  lab-on-whec 
supported  by  a  $500,000  gr-ant  from  H 
shey  Foods  Corp.,  roamed  the  E;  * 
Coast  for  18  months,  providing  exa 
and  glasses  free  to  17,000  people.  Moi 
son  International  ciUTently  rents  mol 
clinics  to  chainties  in  Atlanta  and  Tam 
and  is  negotiating  similar  deals  vrith  f 
eign  sponsors.  The  company  provic 
glasses  at  cost  ($10  to  $12)  to  the  ch£ 
ties,  which  pass  on  the  nominal  fee 
payback  time,"  says  one  associate  abi 
Monison's  chive  to  help  the  poor  even 
he  pursues  his  newest  venture.  "H 
had  a  charmed  life.  He  wants  to  h 
people  by  enabling  them  to  see." 
By  Amy  Borrus  in  Harrisburg,  l 
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BREITLING 


1884 


lUS  LADY  PERPETUEL 

ming  and  glowing  like  a  starry  sky,  this 
-set  SiRius  was  designed  by  Breitling  to 
m  every  woman  who  appreciates  the  sub- 
agreement  between  flawlessly  set 
londs  and  a  fully  functional  watch  that 
"r  needs  winding  or  adjusting, 
nd  the  iridescent  sheen  of  its  mother-of- 
1  dial  hides  the  secret  of  the  SiRius's 
jring  excellence  :  a  c]uartz  electronic 
ement  programmed  to  provide  the 
ict  date  automatically  until  the  vear  2100. 


Woman's  watch  with  quartz  electronic 
mcivement.  Perpetual  calendar  and  battery 
end-of-life  indicator 

Case  water-resistant  to  100  m.  Glareproofed 
sapphire  crvstal  with  built-in  magnifving  lens 
for  the  calendar 

Crown  fitted  with  double  gaskets. 
Unidirectional  ratcheted  rotating  bezel  v\ith 
marker  tabs. 

Case  and  bracelet  in  solid  18K  gold.  Also 
available  with  two-tone  finish  or  in  steel  with 
18K  gold  bezel. 

Available  with  three  types  of  leather  strap 
with  either  tang-type  buckle  or  folding  clasp, 
or  with  Pilot  or  Rouleaux  bracelet. 


\Ln  iii)ui/F  n  mvm  inc:  MifHT-. 

TOURn€nu 

New  Yoilt  •  Geneva  •  Palm  Beach  •  Bal  Harbour  •  Costa  Mesa 

NEW  YORK  □  MADISON  AVE  -  52ND  ST  □  MADISON  AVE  -  59TH  ST  □  34TH  ST  -  7TH  AVE 
FLORIDA  □  PALM  BEACH  -  WORTH  AVE  □  BAL  HARBOUR  -  BAL  HARBOUR  SHOPS 
CALIFORNIA  □  COSTA  MESA  -  SOUTH  COAST  PLAZA 
SHOPATHOME  (212)  7584234/ 1-800-348-3332 


ADY       BREITLING  COLLECTION 


into  oxygen 


these  and 


industries 


and  jiitro^ 
other  basic) 


Extra  oxygen  injected  into  an  electric  arc 
furnace  converts  potential  cartxin  monoxide 
en?iissions  into  extra  energy  instead. 
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is  mercilessly  competitive 
uncompromising  and  Oh  Yesi 


them:  We're  a  $2.7  billior 


PRAXAIR  Making  our  planeii 


For    more    information    please    call  1-800-PRAXAIR 


'1  9  9  5    PRAXAIR,  IN 
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and  using 
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lolecules  Praxair  is  helping 
ew  global  marketplace  which 


Nitrogen-inerted  process  for  soldering 
circuit  boards  reduces  defects,  cuts  costs, 
eliminates  use  of  chiorofluorocarbons. 


ecologically 
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Alain  Prestat  disdains  the  usual 
perks  of  his  ceo  post.  Lunches  at 
swank  Parisian  restaurants?  A 
waste  of  time,  sniffs  the  trim,  ath- 
letic, 44-year-old  head  of  French  con- 
sumer electronics  powerhouse  Thomson 
Multimedia.  First-class  travel?  Only  for 
softies.  And  while  most  CEOs  delegate 
inspections  of  far-flung  factories,  Pre- 
stat visited  all  39  Thomson  sites  in  16 
countries  vdtliin  a  yeai-  of  taking  over  in 
1992.  "I  never  stop,"  he  says.  "I  fly  to 
Osaka  like  getting  on  the  Metro." 

Prestat  says  his  no-frills  regime 
"broke  all  the  taboos"  at  state-owoied 
Thomson,  which  was  losing  money  and 
market  share  when  he  arrived  in  1992. 
Since  then,  his  flagship  unit — Thomson 
Consimier  Electronics  Inc.  in  the  U.  S. — 
has  been  breaking  its  sales  records. 
Moi'e  than  one  million  American  TV 
viewers  are  now  captiuing  dazzling  dig- 
ital images  from  satellites  using  the 
company's  R(:A-and  GE-brand  antennas 
and  set-top  boxes.  Thomson  is  pioneer- 
ing new  product  niches,  from  so-called 
"wireless  cable"  broadcasting  to  digital 
video  disks.  And  it  has  just  unveiled  a 


futmistic  vision  in  which  televisions  dou- 
ble as  gateways  to  the  world  of  digital 
information.  "Before,  we  were  a  con- 
sumer electronics  company  like  all  the 
others,"  crows  Prestat.  "Now  Thomson 
is  a  trendsetter,  not  a  follower." 

Yet  ironically,  the  mood  at  Thomson 
Consumer  Electronics'  spacious  new 
headquarters  outside  Indianapolis  is  far 
from  ebullient.  The  unit's  stunning  suc- 
cesses in  digital  technology  haven't  done 
enough  to  buoy  parent  Thomson  Multi- 
media— part  of  a  government-owned 
conglomerate — which  suffered  a  $122 
million  net  loss  last  year.  "We're  up  $200 
million  to  $800  million  [in  revenues]  this 
year,  and  we're  depressed,"  says  Joseph 


Thomson  has  pulled 
out  all  the  stops  in 
research,  hiring  200 
new  engineers 


CLAYTON:  Exploring 

acquisitions  in  software 

P.  Clayton,  executive 
president  of  the  U.  S.  un 
Prestat,  unfazed,  pla 
the  blame  on  $2.45  billioi 
debt  he  inherited  from 
decessors.  Servicing 
wipes  out  Thomson's  slim 
erating  profits  (chart,  | 
114) — and  some  of  it 
evaporate  if  the  French 
ernment  privatizes  Thorn 
next  year,  as  expected.  E 
so,  Prestat  can't  entirely 
miss  a  technology  parac 
success  without  profits, 
deed,  placed  in  the  spotl 
thanks  to  its  digital  sate 
system  (DSS),  Thomson 
pears  to  be  a  test  case 
the  entire  consumer  e 
tronics  sector — ever  a 
margin  box  business, 
while  the  shift  from  an; 
to  digital  technology  op 
new  opportunities,  like  DS 
doesn't  spell  instant  wej 
"With  technology  exploc 
all  over  the  world,  it's  hai 
than  ever  to  keep  a  com 
itive  edge,"  observes  Loi 
Edelheit,  research  chie: 
General  Electric,  which 
its  RCA  and  ge  consul 
brands  to  Thomson  in  1£ 
With  no  other  choice, 
Stat  and  his  colleagues  are  testir 
new  strategy.  To  get  the  most  mile 
from  research  and  development,  the| 
trying  to  create  "architectures 
whole  families  of  new  products.  In 
oiy,  the  products  can  then  be  introdi 
in  rapid  succession,  with  minimal 
vestment  in  new  plants,  thus  keej 
Thomson  one  step  ahead  of  competit 
FREEING  UP  CASH.  To  make  this  con 
woi'k,  Thomson  must  still  take  all 
obvious  steps  to  stay  lean  and  lim 
Since  1992,  Prestat  has  slashed  c( 
fired  redundant  managers,  and  un 
his  splintered  Paris  operations.  He 
also  given  U.  S.  managers  freedom  to 
ecute  projects.  For  example,  he  free< 
$150  million  in  scai'ce  cash  for  DSS,  w 
was  launched  with  partner  Hughes  E 
tronics  Coi-p.  And  he  rallied  affiliate 
Thomson  Microelectronics  to  design 
for  the  new,  digital  products. 

He's  also  counting  on  Clayton  to  I 
Thomson  number  one  in  all  its 
products  in  the  U.  S.  It's  already 
top  vendor  of  color  TVs,  vcRs,  and  ss 
lite  systems.  To  remain  so.  Then; 
vrill  plow  $50  million  into  DSvS  adverti 
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You've  earned  it. 
Mow:' enjoy  it.  Park  Avenue^||ii\::rf: 

You've  worked  hard.  Put  in  the  extra  hours.  Now  it's  time  to  take  a  little 
ime  off  for  good  behavior.  Start  with  a  ride  in  the  Park.  Park  Avenue 
)y  Buick.  It's  a  beautiful  place  to  be.  Powerful — with  a  " '    '  ■  ^ 
1800  Series  11  V6 — yet  so  elegant,  so  luxurious.  Park  Avenue  ; 
nakes  driving  a  rewarding  experience.  For  more  ^^^^BB 
aformation,  call  1 -800-4 A-BUICK.   ,  ^i^l^^^H 


BUICK' 

he  New  Symbol  For  Quality 
in  America. 


USA 

Official  Sponsor  of  the 
499ti  II.S.  Olvinpic  Team 


I    C  1^95  GM  Corp.  All  riyhts  reserved. 
M      Park  .V  enue  is  a  registered,  trademark  of  GM  Corp 
 1    Buckle  up,  .America!         _     .  , 


In  Dante's  Inferno,  the  damned  in  the  seventh  circle  of  Hell  must  stand  neck  deep  in  boiling  lava.  A 
Not  that  things  are  quite  that  bad  in  today's  business  world.  At  least  you  can  get  GroupWise  — the 
groupware  solution  from  Novell™.  Its  Universal  In  Box  helps  you  control  the  flood  of  information 
by  letting  you  see  and  manage  E-mail,  appointments,  faxes,  even  voice  mail — all  from  one  place. 
And  with  GroupWise  you  have  the  option  of  using  a  laptop,  phone,  or  pager  to  retrieve  your 
messages  no  matter  where  on  earth  (or  in  Hell)  you  are.  So  follow  the  lead  of  over  5  million  users  who 
are  already  being  kept  in  the  loop,  and  out  of  limbo.  To  learn  how  other  companies  are  staying 
on  top,  check  out  http://www.novell.com  on  the  Internet,  or  call  us  at  1-800-778-1851.  J 


Novell 
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this  year,  and  pump  up  distribution  at 
stores  like  Wal-Mart,  and  Sears.  Thom- 
son is  taking  Dss  into  Latin  America. 
And  by  yeai'end,  Clayton  says,  Tliomson 
will  start  building  the  same  gear  for 
sale  under  other  brands,  including 
Japanese  companies — some  of  which 
have  been  Thomson  suppliers  in  the 
past.  "That  feels  very  good,"  says  Clay- 
ton, savoring  the  irony. 
$1  BILLION  DEAL.  The  real  excitement, 
however,  lies  in  becoming  the  architect  of 
digital  products.  And  the  early  signs  ai'e 
good.  In  September,  Thomson's  fine  track 
record  with  Dss  helped  it  clinch  a  $1  bil- 
lion contract  to  supply  set-top  boxes  to  a 
video  entertainment  consortium  called 
Tele-T\',  made  up  of  Bell  Atlantic,  Nynex, 
and  Pacific  Telesis.  Tlie  group  will  biuld  a 
wii'eless  cable  network  that  will  let  the 
phone  companies  beam  movies  and 
games  into  customers'  homes. 

The  best  part:  50%  of  the  new  boxes' 


After  DVD,  Thomson  predicts  a  tran- 
sition so  profound  "that  every  pr-oduct 
we  make  will  change,"  says  James  E. 
Meyer,  senior  vice-president  for  prod- 
uct marketing.  By  early  next  centuiy, 
television  sets  themselves  will  go  digital 
and  begin  to  merge  with  computers,  ac- 
cording to  a  vision  shared  by  Thomson, 
Sony,  and  many  others.  That  doesn't 
mean  executives  will  play  with  spread- 
sheets from  the  living-room  sofa.  But 
online  services — from  shopping  and 
banking  to  light  Internet  bi-owsing — 
will  be  available  on  any  television  set. 

Foi'  manufacturers,  this  spells  an  op- 
portunity to  replace  tens  of  millions  of 
television  sets.  And  each  new  one  is 
likely  to  have  a  built-in  dvd.  If  Thomson 
gets  its  way,  the  TVs  will  also  contain 
the  intelligence  to  tell  what  kind  of  sig- 
nal is  coming  in,  despite  the  disparate 
internal  encryption  codes  of  satellite, 
cable,  or  wireless  transmission  systems. 


The  idea  of  couch  potatoes  sur 
the  InteiTiet  may  sound  implausible, 
most  computer  analysts  think  ther 
room  in  cyberepace  for  new  devices 
could  kick  the  multimedia  ball  into 
consumer  electronics  court.  Whel 
they  are  sub-PCs  or  large-screened  \ 
browsing  televisions,  "they  will  fo 
the  consumer  electronics  business  i 
el:  price  points,  distribution,  and  br; 
ing,"  predicts  Frank  Gens,  senior  \ 
president  of  research  at  Internati 
Data  Corp.  in  Framingham,  Mass. 
CONUNDRUM.  To  ensure  that  the  tn 
tion  goes  smoothly,  Thomson  has  pi 
out  the  stops  in  research,  hiiing  as  n 
as  200  new  engineers  and  beefing  u] 
expertise  in  himian  interfaces.  And  C 
ton  is  exploring  software-related  ac 
sitions,  though  he  won't  specify  tarj 

The  question  is  whether  all  of 
digital  pioneering  will  enable  Thon 
to  finally  solve  the  core  conundrui 


The  Satellite  Craze  Has  Lifted  Thomson,  But  Profits  Are  Thin 
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circuits  and  design  innovations,  such  as 
chips  that  compress  digital  signals,  are 
identical  to  what's  inside  the  dss  box. 
That  gives  Thomson  precious  economies 
of  scale  in  soiu-cing  and  manufacturing. 
And  there  are  other  products  on  the 
hoiizon.  By  the  time  the  Baby  Bells  fire 
up  their  wireless  cable  systems,  in  the 
fall  of  1996,  the  first  generation  of  so- 
called  digital  video  disks  (dvd)  will  ai'- 
rive  in  American  homes.  These  optical 
devices  will  store  hours  of  movies  and 
music  on  compact  disks. 

DVD  will  make  use  of  the  same  math- 
ematical formulas,  embedded  in  chips, 
that  broadcasters  are  using  to  compress 
programs  before  bouncing  them  from 
satelhtes  down  to  DSs  antennas.  So,  in 
effect,  Thomson's  dss  technology  is  al- 
ready being  incorporated  into  the  dvd 
prototyjjes  being  developed  by  a  dozen, 
mostly-Asian  manufacturers.  That  will 
translate  into  license  revenues,  and  rel- 
ative ease  of  entry  when  Thomson  is 
ready  to  manufacture. 


To  convince  the  public,  though,  Thom- 
son has  to  make  navigating  the  system 
much  easier  than,  say,  browsing  the  In- 
ternet today.  "If  you  think  500  TV  chan- 
nels are  confusing,  imagine  what  hap- 
pens when  you  add  .500  sei'vices,"  muses 
Louis  E.  Lenzi,  vice-president  of  Thom- 
son's American  Design  Operations.  Lenzi 
sees  this  as  a  major  opportunity.  He's 
working  on  the  viewing  guides  con- 
sumers will  need  when  the  worlds  of 
TV  and  computing  collide. 

By  Christmas,  a  second  generation 
of  DSS  equipment  will  give  users  a 
glimpse.  As  viewers  surf  175  channels, 
they'll  be  able  to  pull  down  screens 
called  channel  banners,  with  program 
infonnation,  and  Mghlight  choices  with  a 
click  of  a  remote  control.  Soon,  the  fa- 
miliar RCA  canine  mascot,  Nipper,  will 
be  enlisted  as  a  kind  of  intelligent  agent. 
He'll  remember  each  family  member's 
viewing  choices  and  make  suggestions. 
"We  will  no  longer  offer  just  boxes  but 
systems  and  services,"  says  Prestat. 


consumer  technology:  how  to  make  r 
ey  despite  huge  manufacturing  costs 
price  wars.  If  so,  they'll  be  buckii 
global  trend.  Japan's  $69  billion  g 
Matsushita  Electric  Industrial  Co., 
example,  "is  trying  to  get  out  of  ti 
tional  audio  and  video  products,"  i 
Chuck  Goto,  a  managing  directo: 
Smith  Barney  Inc.  in  Tokyo.  The  rea 
Only  a  tiny  fraction  of  its  profits  c 
fi"om  its  Wgh-tech  Panasonic  bi-and  gc 

Against  this  grim  backdrop,  Th 
son  seems  to  be  holding  at  least  a 
good  cards.  After  all,  with  dss  it  n 
aged  to  find  and  dominate  one  of 
rare  "killer  applications"  of  the  m 
media  age.  And  the  company  has  a 
at  creating  a  continuous  stream  of 
lated  products.  Pioneering  a  new  dij 
consumer  market,  even  without  ' 
profits,  is  not  a  bad  starting  place. 

By  Neil  Gross  in  Indianapolis 
Gail  Edmonson  in  Paris,  with  Sti 
Bridl  in  Tokyo,  and  Eric  Schine  in 
Atigeles. 
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We  Can  Help  You  Run  Your  Empire. 
(All  1900  Square  Feet  Of  It.)  if  you  have  your 


own  business,  you  should  have  a  MasterCard  BusinessCard! 


MasterCard. 

BusinessCard 

It's  accepted  at  three  times  as  many  places    5422  j'+5b  i§^qI| 


as  the  American  Express'  Corporate  Card,  to  meet  more  of 


your  busmess  needs.  Plus,  you'll  get 


primary  car  rental  insurance  and 


medical  coverage  with  a  MasterCard 


BusinessCard.  (Amex  won't  give  you 


that.)  But  the  best  part  is,  when  your  bill  comes,  you  decide  how 


much  of  it  you're  going  to  pay  off  that  month.  Hey  you're  the  boss. 


MasterCard.  Its  more  than  a  credit  card.  It's  smart  i}]Oi}ey. 


For  more  iiijoniiatioii ,  call  MasterCard  International  at  1-800-727-8825.  e.\t.  10. 


K  l'l'l^i  .\L,~r,,i:,,i,l  tiilvm.Uiou.tl  huornouarj 


MasterCard ,  proud  sponsor  of  world  class  golf  events. 


WITH  Pentium  Iechnoidq 
6  Hours  Of  Battery  Life 


li  tngineering  and  uver 
'  SmokesThe  Competition. 

TravelMate  5100 


•  90MHz  Pentium®  . 
processor  with  PCI  bus 
and  256KB  L2  Cache 

•  10.4"  Active  Matrix  or 
10.5"  Dual  Scan  screen 


•  2MB  Video  memory 

•  8MB  RAM,  upgradeable 
to  32MB  0 

•  1.2GB  Hard  Disk  Drive 


•  Multimedia  package: 
Built-in  16-bit  sound, 
internal  speaker  and 
dual  mode  microphone 

•  Two  Lithium  ion 
battery  packs 


'  Sericd  infrared  port  for 
wireless  connectivity 


>2-/>a  Aita  I'aiuhvukh  of  the  PC  J  l>iu<  hnnij, 
op  perjonnancc  to  a  iiotehook,  qivinq  yon 
ther full-motion  I'uko  a/id  aiuHo,  diic> 
inizech-apalnlttii'j  of  \\'iniW\i  93. 

)ft,  Windows  and  the  Windows  logo  are  registered  trademarks  ol  Microsoft  Corp.  ©  1995  TI. 


START 


Got  the  need  for  speed?  Let  us  introduce 
the  TravelMate"  5100  portable  computer. 
Powered  by  a  fully-maximized  90MHz 
Pentmm  processor  engine  with  full  PCI  bus 
architecture,  it  screams  high  performance. 
Such  as  faster,  crisper  video  and  audio,  and 
tully-exploited  Windows  95  functionality. 

And  the  performance  doesn't 
stop  there.  Two  lithium  ion 
batteries  enable  this  speed  IIIIJImM 
merchant,  and  its  owner,  to  f  Vl  j ;  J  |)  4]  J 
work  over  6  productive  hoursf 

mm 

There's  more.  A  serial  infrared  port  gives 
you  access  today  to  the  wireless  connection 
technologies  of  tomorrow. 

So  what  can  you  do  with  all  these  extra- 
ordinary accomplishments?  You  can  start 
bringing  your  office  with  you.  You  can  start 
running  faster  than  your  competitors.  You 
can  start  running  longer  than  your  competi- 
tors. You  can  start  making  the  future  work  for 
you  today.  In  other  words,  you  can  start 
doing  e.xtraordinary  things.  And  it  starts  with 
a  call.  Better  yet,  make  that  a  speed  dial. 
1-800-TI-TEXAS.  E-mail:  2ti@msg.ti.com 
Internet:  http://wvvw.ti.com 

Texas 
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REWRITING  THE  _, 
SOCIAL  CONTRACT 

GOP  fervor  goes  way  beyond  what  most  Americans  expecl 


Imagine  a  world  where  children  care  for  their  aging 
parents,  neighbors  look  in  on  neighbors,  and  churches 
and  charities  aid  society's  neediest.  Picture  business 
helping  to  weave  local  safety  nets  for  the  poor.  Envision 
farmers — freed  from  government  constraint — planting 
what  they  want.  And  think  of  individuals  and  companies 
paying  lower  taxes  to  a  shiomken  federal  government. 

Now,  imagine  a  world  where  the  elderly  no  longer  enjoy 
the  financial  and  emotional  security  of  Medicare's  subsidized 
health  insui'ance.  Instead  of  having  Social  Seciuity,  Americans 
would  have  to  save  for  themselves — or  do  without  in  old 
age.  Poor  children  would  be  forced  to  rely  on  cash-strapped 


charities  for  food  and  shelter.  Family  farms  would  with 
the  face  of  subsidized  foreign  competition.  And  shoulc 
most  anybody  fall  on  hard  times,  they  would  be  respon 
for  picking  up  the  pieces  themselves. 

Jeffersonian  Utopia  or  Social  Dai-vdnist  hell?  Each  is 
sible  under  the  new  social  contract  that  House  Speaker  N 
Gingi'ich  (R-Ga.)  and  his  band  of  Republican  revolutions 
propose  to  wiite  for  the  nation.  In  then*  world,  no  one  w 
automatically  be  entitled  to  aid  ft'om  a  stripped-down  wel 
state.  An  entitlement,  in  Washington  speak,  is  a  guaran 
government  check  based  on  legal  eligibility.  And  this  } 
nearly  $900  billion  will  go  to  everyone  fr-om  seniors  to  f; 


The  War  On  Entitlements 


THE  CURRENT 
BAniEGROUND 


THE  NEXT 
TARGETS 


ISSUES 


ON  THE 
HORIZON 


THE  SAFETY  NET  FOR  THE  POOR  The 

GOP  would  turn  welfare,  Medicaid,  and 
food  stamps  back  to  the  states. 
Washington's  role  would  be  limited  to 
funding  a  decreasing  share  of  the  programs. 

MEDICARE  The  $200  billion  health 
insurance  program  for  retirees  faces  some 
benefit  cuts  and  premium  hikes  this  year. 
But  deeper  cuts  and  a  possible  restruc- 
turing will  be  needed  down  the  road. 

FARM  SUBSIDIES  House  Republicans  tried 
to  end  guaranteed  farm  payments  but  will 
probably  be  stifled  by  the  Senate — this  year. 
With  budget-slashing  suburbanites  dominat- 
ing the  party,  these  guaranteed  price 
supports  may  be  doomed  in  a  few  years. 

SOCIAL  SECURITY  By  far  the  biggest 
entitlement.  It's  off  the  table  for  now,  but 
exploding  costs— $500  billion  by  2002— 
make  it  a  future  target. 

DATA:  BUSINESS  WEEK 


PROS 

Reformers  claim  these 
programs  can  be  run  far 
more  effectively  by 
states,  cities,  and  even 
private  charities. 

Even  with  this  year's  likely 
changes,  Medicare  is  still 
in  dire  financial  straits, 
which  will  only  get  worse 
as  baby  boomers  retire. 

Critics  says  the  payments 
are  giveaways  to 
agribusiness  and  raise 
food  costs  for  consumers. 


Individuals  need  to  in- 
crease their  own  savings 
rather  than  having  Wash- 
ington save  for  them. 


CONS 

Critics  fear  a  radi- 
cal erosion  in  aid 
to  the  poor. 


No  one  knows 
whether  proposed 
changes,  such  as 
shifts  to  HMOs,  will 
really  save  money. 

Agricultural  interest 
say  the  payments  an 
needed  to  preserve 
family  farms  against 
subsidized  foreign 
competitors. 

Allowing  the  wealthy 
to  opt  out  could 
destroy  the  system. 
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ASAKO  KADOYA 

8 1  -year-old  widow,  East  Los  Angeles 

a  I  guess  they  have  to  cut 
somewhere  because  otherwise 
it  will  be  our  grandchildren 
who  suffer  H 1 

ers  to  welfare  mothers.  That  social  contract — which  has  been 
the  hallmark  of  Washington's  obligation  to  the  people  since 
fdr's  New  Deal — would  be  torn  up  and  redrawn.  Under  the 
GOP  compact,  Americans  would  be  weaned  from  handouts 
and  pushed  to  self-reliance.  It's  only  appropriate  that  in  an  era 
of  scaled-back  government,  Gingrich's  rallying  cry  might  be  an 
abbreviated  version  of  John  F.  Kennedy's  credo:  "Ask  not." 

Largely  lost  in  Washington's  current  squabbles  over  bal- 
anced budgets  and  debt  ceilings,  this  rewriting  of  the  social 
contract  may  be  the  Republican  revolution's  most  sweeping 
legacy.  The  welfare  state  would  be  replaced  with  an  Oppor- 
tunity Society  based  on  the  idea  that  nothing  is  guaranteed 
save  the  chance  to  prosper  "You  cannot  make  this  country 
work  if  you  wander  around  telling  eveiybody  they're  a  victim, 
they're  entitled,"  argues  Gingi-ich.  Adds  University  of  Texas 
journalism  professor  and  conservative  author  Marvin  Olasky, 
an  influential  social  policy  adviser  to  the  Speaker:  "Ending  the 
concept  of  entitlement  is  a  revolution." 

The  Nov.  7  election,  which  the  GOP  tried  to  turn  into  a  ref- 
erendum on  its  reforms,  suggests  that  many  voters  fear  Re- 
pubUcans  have  gone  too  fai*,  too  fast.  Still,  while  Gingiich  wiD 
never  get  all  he  wants,  he  has  already  brought  the  days  of 
1960s-style  Big  Govemment  to  an  end.  And  that  will  have 
profound  economic  as  well  as  social  consequences.  Less  spend- 
ing and  smaller  deficits  would  lower  interest  rates  and  boost 
the  economy.  But  in  periods  of  recession,  government's  re- 
duced ability  to  automatically  pump  new  cash  into  people's 
pockets  could  slow  recovery.  That  could  hurt  some  govern- 
ment-dependent states  and  businesses  badly. 

It  is  no  surprise  that  the  GOP  is  targeting  poverty  pro- 
gi'ams.  But  Gingrichite  true  believers  also  are  aiming  at 
business  and  middle-class  subsidies.  While  a  coalition  of  Dem- 
ocrats and  moderate  Republicans  have  succeeded  in  toning 
down  some  of  the  more  dramatic  changes  this  year,  the  hard- 
liners insist  they're  unbowed.  Indeed,  gop  pledges  to  bal- 
ance the  budget  and  rewrite  the  ta.x  code  will  force  it  to 
stiike  coiporate  and  middle-class  entitlements  in  future  years. 
A IVIATTER  OF  TIME.  The  CUnton  Administration's  willingness  to 
accept  the  direction — if  not  the  scope — of  this  assault  makes 
fundamental  change  that  much  more  likely.  No  longer  do 
Washington  insiders  ask  if  these  changes  will  come.  They  only 
question  how  many  and  how  soon. 

Although  GOP  fii-ebrands  captured  the  public  imagination  by 
calUng  for  an  end  to  deficit  spending,  money  isn't  the  real  is- 
sue. Even  if  the  U.  S.  balances  its  budget,  the  GOP  reformers 
would  still  try  to  eliminate  entitlements,  which  they  see  as 
morally  bankrupt.  Indeed,  their  fii-st  round  of  reforms  won't 
cut  outlays  at  all.  While  the  share  of  federal  spending  on  the 
poor  would  remain  at  about  20%  through  2002,  the  elderly 
would  enjoy  a  big  increase,  fi'om  34%  to  41%. 

That's  why  it's  crucial  to  look  beyond  today's  budget  de- 
bate. Ah-eady,  GOP  reformers  are  on  the  way  to  giving  states 
responsibihty  for  welfare,  food  stamps,  and  medical  care  for 
the  poor — with  the  likely  result  that  federal  social  spending 
will  fall  $20  bilUon  below  levels  needed  to  maintain  current 
benefits.  But  that  would  be  just  the  leading  edge  of  the  as- 
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sault  on  entitlements.  Next  to  take  a  hit:  middle-class  benefits, 
such  as  Medicare  and  college  loans.  Both  will  be  trimmed 
somewhat  this  year  but  could  face  dramatic  restructuring- 
should  the  revolution  continue.  Corporate  entitlements  won't 

be  immune  either. 
Guaranteed  payments 
to  farmers  will  be  cut 
by  about  $13  billion  by 
2002  and  could  well  be  abandoned  after  that.  Corporate  tax 
subsidies — the  other  form  of  entitlement — will  also  be 
trimmed  this  year.  And  they  face  radical  change  should  the 
GOP  follow  through  on  its  promise  to  rewiite  the  tax  code. 

Will  business  accept  these  cuts?  Well,  to  a  point.  Says 
Gordon  M.  Binder,  ceo  of  Amgen  Inc.:  "Pure  subsidies  are 
wrong  and  generally  aren't  successful."  Yet  he  says  the  gop 
should  go  slow  in  its  effort  to  eliminate  a  tax  break  that 
helped  him  to  build  a  plant  in  Puerto  Rico  two  years  ago: 
"Government  ought  to  keep  its  promises,"  he  argTies. 

The  final  gop  target  may  be  Social  Security.  Republican 
crusaders  are  flirting  with  privatizing  the  heretofore  sacro- 
sanct progTam.  And  even  some  moderate  Democrats,  includ- 
ing Nebraska  Senator  Bob  Kerrey,  want  to  steer  Americans 
off  the  fedei'al  pension  system  by  shifting  a  portion  of  payi'oll 
taxes  into  private  investments.  Argues  House  Majority 
Leader  Richard  K.  Armey  (R-Tex.):  "We  can  allow  younger 
workers  to  begin  directing  some  of  their  money  to  piivate  ac- 
counts under  their  own  control." 

All  this  is  fai'  more  change  than  Americans  ai'e  usually  will- 
ing to  accept.  But  deep  economic  insecurity  combined  with  a 
powerful  disti-ust  of  Washington  may  make  the  public  more 


Where  the 
Will  Fall 

The  Republicans  c 
Congress  last  year  1; 
because  of  strong  par^ 
gains  throughout  the 
South.  Ironically,  man 
the  states  in  that  regie 
are  heavily  dependent' 
federal  aid.  So  they  st 
to.  lose  the  nnost  if  GO 
lawmakers  succeed  in 
enacting  their  long-tei 
plan  to  curb  entitlemt 
from  Washington. 
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TOUGH  LOVE  IN  THE  HILLS  OF  VIRGINIA 


Loretta  Kilby  says  she  has  been 
looking  for  work,  but  you  couldn't 
tell  from  her  resume.  The  30-year- 
old  single  mother  of  four  girls  has 
squeaked  by  for  the  past  10  years  with 
a  little  cash  fi'om  babysit- 
ting, some  support  from 
the  two  fathers,  and  a  lot 
of  help  from  Washington; 
$265  a  month  in  welfare, 
.$492  in  food  stamps,  and 
fr-ee  health  care  from 
Medicaid. 

But  all  that  is  about  to 
change,  thanks  to  Republi- 
can social  reformers.  In  a 
bold  experiment  soon  to 
be  repeated  throughout 
America,  a  small  section 
of  the  Virginia  Piedmont 
has  begim  experimenting 
with  the  sort  of  "tough 
love"  welfai'e  overhaul 
that  is  now  about  to  pass 
Congi'ess.  For  the  past 
four  months,  Kilby  and 
150  other  welfare  moms  in 
Culpeper  County  have 
been  under  strict  new  or- 
ders: Find  a  job  or  be  as- 
signed one,  send  your  chil- 
ch'en  to  school,  and 


identify  the  fathers  to  make  sui'e  they're 
paying  child  support.  Refusal  means  an 
aicl  reduction  or  even  a  cutoff.  What's 
more,  payments  for  the  main  welfai'e 
progi'am,  Aid  to  Families  vrith  Depen- 


dent Children,  are  limited  to  two 
instead  of  the  old  open-ended  syj 

It's  still  too  early  to  declare 
ginia's  radical  program  a  succesi 
ure.  But  some  hopeful  signs  are 
ing  in  this  county 
29,000,  about  80  n 
west  of  Washingt( 
Half  the  welfare  i 
have  already  foun 
at  the  local  hospit 
tcria,  at  a  unifom 
c-ompany,  and  an 
tive-parts  supphei 
other  woi'k  sites 
while,  several  doz  i 
the  dole,  perhaps 
they  had  hidden  i 
And  some  missing 
have  ponied  up  th 
support. 

One  lesson  is  aJ 
clear:  As  the  feds 
off  from  guarante 
care  to  the  pooi',  1 
abled,  and  the  eld 
much  of  the  burd 
])ly  falls  to  institu 

SOCIAL  SERVICES 
COLEMAN:  HELP  F 
BUSINESS  IS  CRU( 
TO  WELFARE  REF( 
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FEDERAL  AID  AS  A  PERCENTAGE  OF  TOTAL 
STATE  TAX  REVENUE  PLUS  FEDERAL  AID 


■  40.0%-50.6% 

■  35.7%-39.1% 

■  32.2%-35.5% 


1  fact,  conceding  that  many  entitlements  have  failed,  Dem- 
tic  moderates  are  searching  for  a  middle  gi'ound  that 
ects  the  truly  helpless  but  ends  automatic  benefits  for  busi- 
and  individuals  able  to  help  themselves.  Says  Urban  In- 
:te  scholai"  Isabel  Sawhill,  ex-associate  dh'ector  of  Clinton's 
:e  of  Management  &  Budget:  "Republicans  are  going 
h  too  far.  But  there's  some  responsibility  to  be  borne  by 
locrats.  We  promised  to  solve  these  problems — crime, 
jrty,  and  education — but  never  had  much  to  show  for  it." 


This  soul-searchmg  comes  as  the  pubhc  believes  too 
many  beneficiaiies  ai'e  getting  something  for  nothing. 
"The  American  ethos  is  about  individualism  and  the 
work  ethic,"  says  Barnard  College  political  scientist 
Judith  Russell.  "In  the  case  of  welfare,  the  perception 
is  that  nobody  works,  nobody  earns  these  things." 
"CHEAP  GRACE."  Still,  most  Democrats  contend  that 
the  GOP  has  tirnied  the  1994  election  into  a  misguided 
mandate  to  imi'avel  the  safety  net.  "We've  had  a  fed- 
eral contract  with  low-income  people,  and  that's  being 
broken,"  says  Budget  Director  Alice  M.  RivUn.  In- 
deed, a  BUSINESS  WEEK/HaiTis  poll  conducted  on  Nov. 
2-6  found  that  while  respondents  showed  gi'eatest 
support  for  middle-class  entitlements,  a  majority  of 
Americans  want  Washington  to  guarantee  minimum 
levels  of  health  care,  child  care  for  low-income  work- 
ing mothers,  and  even  jobs  for  those  willing  to  work 
(page  138).  Such  numbers  are  an  ominous  waiTiing 
that  the  refonners  may  have  oveiTeached.  They  are 
pressing  ahead,  however.  One  reason:  Entitlements  al- 
ready accoimt  for  61%  of  the  federal  budget  and  will 
explode  to  80%  by  2005.  So  a  GOP  balanced  budget  is  impossi- 
ble while  protecting  coiporate  and  individual  entitlements. 

Moreover,  Republican  ideologues  argue  that  the  welfare 
state  destroys  farmlies,  communities,  and  the  work  ethic  itself. 
Entitlements,  says  Olasky,  offer  "cheap  gi'ace"  that  lets  the 
middle  class  shift  social  obligations  to  the  government.  "It's 
gotten  us  to  believe  we  haven't  got  any  responsibility  for  oui' 
neighbors,"  says  Repi'esentative  James  M.  Talent  (R-Mo.). 
When  it  comes  to  open-ended  public  assistance,  many 


lunity.  "You  cannot  have  wel- 
•m  without  bringing  business 
)le,"  insists  Calvin  Coleman, 
)f  county  social  services.  Cole- 
his  own  restaurant  business  to 
ial  work  here  in  the  shadow  of 
Ridge  Mountains  seven  years 
3  then,  he  has  managed  to 
)re  than  a  dozen  county  busi- 
:o  almost  eveiy  part  of  the 
;nt  security  blanket. 
E.  Culpeper  may  seem  an  odd 
y  to  test  the  theories  of  the 
ve  Welfare  State.  It's  best 
the  Civil  War  site  of  the  larg- 
•y  battle  ever  fought  in  the 
Hemisphere  (the  Yankees  lost). 
5  a  mix  of  horse  and  cattle 
i  light  industiy,  where  people 
ange  pleasantries  on  the 
!ut  like  many  rural  areas,  it 
erty  and  hopelessness  behind 
fences.  The  number  of  food 
npients,  about  2,300,  approxi- 
i  10%  national  average, 
s  job-training  program  already 
y,  Culpeper  volunteered  in 
^augurate  gop  Governor 
lien  Jr.'s  Virginia  Initiative  for 
ent  Not  Welfare.  WTien  Cole- 
ht  help  from  the  local  Cham- 
mmerce,  business  members 
1  he  forget  training  for  specific 
"give  us  people  with  a  work 
ling  to  work  as  a  team,"  says 
director  Norma  K.  Dunwody. 


The  result  was  a  six-week  course  em- 
phasizing such  basics  as  how  to  arrange 
for  backup  babysitters,  car  pools,  and 
rides  to  work.  Business  execs  conduct 
practice  interviews,  then  mentor  the 
new  hires.  In  return  for  shaping  the 
curriculum,  25  businesses — from  car 
dealers  to  cleaning  sei'vices  to  a  funeral 
home — agreed  to  give  gi'aduates  first 
crack  at  some  of  their  entry-level  jobs. 
Other  companies  foiTned  a  Literacy 
Council.  A  builder  donated  office  space, 
and  other  businesses  gave  the  materials 
to  teach  the  skills  needed  to  pass  high 
school  equivalency  exams. 

Another  lesson  from  Culpeper  is  that 
refom  costs  lots  of  up-front  money. 
Coleman's  operating  budget  more  than 
doubled,  to  $343,000.  Once  welfare 
mothers  get  jobs,  they  keep  such  cru- 
cial benefits  as  free  medical  care,  since 
the  first  serious  illness  could  force  the 
family  back  on  welfare.  Trouble  getting 
to  a  job?  Social  Sei-vices  will  repair  a 
car,  provide  gasoline,  or  even  pay  a 
traffic  fine.  Most  important  is  the  free 
child  care  for  any  mother  who  needs  it. 
From  a  renovated  school.  Social  Sei'vic- 
es is  building  a  day-care  and  job-train- 
ing site.  For  Helen  D.,  a  29-year-old 
mother  of  three  kids  under  age  eight, 
the  free,  all-day  child  care  is  critical. 
"Paying  for  day  care,  it  hardly  pays  to 
go  back  to  work,"  she  says.  "With  a  lit- 
tle help,  a  lot  of  people  wouldn't  be  in 
my  situation." 


Sometimes,  the  innovations  of  local 
folks  have  proven  more  valuable  than 
government  dollars.  Encourage  welfare 
moms  to  ride  to  school  with  their  kids, 
take  an  adult  education  course,  work 
part-time  as  classroom  aides,  and  re- 
turn home  on  the  bus,  the  school  super- 
intendent suggested.  And  Social  Servic- 
es employees  suggested  having  bankers 
teach  recipients  about  mortgages  and 
credit.  "Once  you  explain  how  they 
have  the  potential  to  buy  their  own 
home,  you  can  really  motivate  people  to 
work  and  save,"  says  Coleman. 

Will  such  programs  work  in  the  inner 
city  wnth  its  concentrated  poverty  and 
intransigent  bureaucracies?  That's  un- 
certain. With  its  jobless  rate  of  3.3% 
and  a  rui'al  help-your-neighbor  tradi- 
tion, Culpeper's  experience  may  not 
translate.  And  the  sheer  scale  of  a  city's 
problems  will  be  much  more  difficult  to 
tackle  as  cutbacks  reduce  funds  for  day 
care,  transportation,  and  infant  foiTnula. 

But  city  or  country,  "most  people 
want  to  work,  and  often  it's  just  a  mat- 
ter of  breaking  the  pattern,"  says  Lisa 
Houck,  a  Culpeper  social  worker.  Kilby 
agrees:  "I've  always  wanted  a  regular 
job — always.  I  know  my  destiny  is  to 
get  a  good-paying  job,  but  without  the 
experience,  I  know  I  need  help."  To  get 
that  here  in  the  Piedmont  or  in  places 
100  times  bigger,  tough  love  and  local 
action  may  be  just  the  right  mix. 

By  Paul  Magnusson  in  Culpeper,  Va. 


<  ALAN  BASEDEN 
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Quarterly  projections  look  promising.  Profit  margins 


are  holding  steady.  Your  customers  seem  happy. 


There's  no  reason  to  change  anything.  Except, 


maybe,  to  get  rid  of  the  backlog  in  Order 


Processing.  Or  to  get  Production  more  in  sync  with 


Sales.  Or  to  speed  up  the  way  information  is 


shared.  Or  to  get  your  people  more  involved 


in  your  business.  So  you  start  to  think.  Maybe  it  is 


time  for  a  change.  Maybe,  just  maybe. 


SAP  makes  integrated  applications 
software  that  can  improve  ttie  way 
even  successful  companies  do 
business.  With  it,  information  is 
shared  immediately,  so  operations 
become  synchronized.  It's  already 
helping  people  at  Autodesk,  Inc., 
Borden,  Inc.,  Elf  Atochem  North 
America  and  a  few  thousand  other 
organizations  around  the  world  work 
together  like  never  before.  And, 
yes,  business  is  definitely  better. 


business  could  be  better. 


1-800-USA-1SAP 


http://www.sap.com 


SAP  America,  Inc. 
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Americans  seem  to  agree  with  Talent.  "Too  many  people 
rely  on  the  welfare  system,"  says  Joyce  Norwood,  a  63- 
year-old  Dallas  apartment  managei'.  "Years  ago,  people  took 
care  of  their  own,  and  we  seemed  to  manage." 

Perhaps.  But  skep- 
tics warn  that  ending 
tliis  national  obligation 
could  produce  danger- 
ous side  effects.  F'or  fanners  such  as  Ken  Dalenberg,  who 
grows  com  and  soybeans  in  Mansfield,  Illinois,  it  means  leav- 
ing him  unprotected  in  an  era  of  tough  international  compe- 
tition: "I  feel  uncomfortable  giving  up  entitlements  without  a 
show  of  good  faith  in  the  area  of  trade,"  he  explains. 

Some  fear  de-entitlement  will  exacerbate  racial  and  class 
polarization,  asking:  Will  the  separatist  rhetoric  of  Louis 
Farrakhan  or  David  Duke  thrive  if  social  obhgations  extend 
only  to  neighborhood  boundaries?  wStill  others  worry  about  a 
retwn  to  Dickensian  privation.  "The  people  who  do  this  will 


hi  I 


DANIEL  BURNEn 

Product  design  engineer,  Massachusetts 

a  I'm  not  against  providing 
aid  [to  the  needy].  But  they 
have  to  make  an  effort  to  go 
out  and  search  for  work  1^  ^ 


go  to  their  gi'aves  in  disgrace,"  fumes  Senator  Daniel  P. 
Moynihan  (D-N.  Y.).  "In  five  years  time,  you'll  find  appearing 
on  your  streets  abandoned  children — helpless,  hostile,  angry, 
awi'ul — in  numbers  we  have  no  idea." 

Even  supporters  of  the  GOP  initiatives  are  troubled  by 
their  improvisational  nature.  "In  fact,  [Republicans]  are  sim- 
ply cutting  aid  for  the  poor. . . .  Slow-motion  defunding  of 
the  welfare  state  isn't  an  answer,"  charges  James  P.  Pinker- 
ton,  an  aide  in  the  Bush  White  House.  And  concedes  pollster 


Frank  I.  Luntz,  a  Gingiich  adviser:  "Republicans  are  si  i 
step  short.  They  have  ended  the  Great  Society  and 
lenged  the  New  Deal,  but  they  have  not  yet  replac 
with  the  Opportunity  Society." 

In  the  interim,  Gingiich  has  decided  to  let  the  states, 
dominated  by  GOP  governors,  handle  the  details.  Repul 
state  officials  are  thrilled:  "We're  convinced  there  is 
compassion  and  intelligence  left  in  Texas.  It  hasn't  aU  go 
Washington,"  says  state  Health  &  Human  Services  Cor 
sioner  Michael  D.  McKinney. 

But  with  this  newfound  fi'eedom  comes  a  gigantic  resj 
bility:  Ending  entitlements  would  cap  federal  contributio 
the  states.  Extra  ex]3enses  will  be  the  sole  responsibility  oi 
emors,  who  lack  Washington's  ability  to  print  money.  If  I 
costs  soai"  or  a  recession  hits,  states  will  be  left  holding  th( 
If  past  e.xperience  is  any  giiide,  more  money  will  be  sqi 
ft-oni  education.  Since  1989,  spending  on  Medicaid  and 
li'is  rlinibed  fi-om  13%  of  state  budgets  to  neaiiy  20%,  w' 
ucation  spending  has  fallen 
49%  to  43%.  Hai-d-pressed 
are  also  sure  to  take  money 
fi-om  cities — just  as  they  are 
asked  to  shoulder  more  res] 
bility.  "There's  some  scary 
coming  down,"  says  John  Clei 
cliief  of  governmental  relatioi 
Los  Angeles  Coimty's  Public 
cial  Services  Dept.  "This  isn 
form.  It's  just  a  cost  shift." 

Welfare  refomi  poses  a  fu 
complication.  Tlie  transition  t( 
state-nm  progTams  will  cost 
save — money,  experts  say.  Ir 
ginia,  Culpeper  County  officia 
experanenting  with  a  promisii 
lot  progi-am  to  get  w'elfai'e  mc 
into  jobs  (page  122).  But  to 
sui'e  the  progi'am  works.  Rich 
has  given  the  coimty  twice  its 
al  welfare  funding.  Nationwi 
could  cost  $15  billion  to  provic 
cliild  care  and  job  training  m 
to  get  welfare  moms  to  work 

Another  key  question 
happens  in  a  downturn?  D 
the  1990-91  recession,  auto 
federal  sjieiiding  hikes  1ft  many  governors  maintain  the 
ty  net  without  cutting  progi'ams  or  raising  taxes.  Accq 
to  the  Center  for  the  Study  of  the  States  in  Albany, 
states  enjoyed  a  34%-  increase  in  federal  welfare  and  n 
payments  and  only  had  to  raise  taxes  9%  during  the  s 
But  without  entitlements,  says  Director  Steven  Gold,  ' 
we  have  a  recession,  the  money's  not  going  to  be  then 
Economists  David  and  Christina  Romer  of  the  Univi 
of  California  at  Berkeley  estimate  these  fiscal  stabi 
boost  gTow1:h  by  one-third  in  the  fii'st  year  after  a  rece 
So  in  jettisoning  entitlements,  Washington  might  al 
thi-owing  away  that  cushion.  "You'U  see  some  vicious  nej 
cycles,  where  states  are  trying  to  make  up  for  falling 
enues  and  cover  higher  benefit  costs  at  the  same  time,' 
Harvard  University  economist  Lawrence  F.  Katz. 

Ironically,  the  biggest  losers  could  be  the  very  s 
where  the  cop  is  now  making  strong  ira'oads — relativelj 
states  in  the  South  and  elsewiiere  that  rely  most  on  fi 
aid.  Without  that  lai'gesse,  these  states  will  be  forced  to 
cut  services  or  raise  taxes — and  will  fall  even  fiuther  b 
in  the  race  for  economic  development  (map,  page  123), 
Even  critics  of  the  status  quo  question  shifting  res] 
biUty  to  states.  Robert  Woodson,  president  of  Washin; 
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Speed.  You  have  no  limits  anymore. 

Everybody  talked  about  multimedia.  Toshiba  put  it  in  your  lap 

How  fast  do  you  want  to  go?  The  thing  buzzing  around  the  globe 

with  Tecra^'^.  The  uncompromising  power  of  the  Pentium  -  processor 

now  is  you.  Totally  portable.  Press  a  button  and  your  words,  pictures  and  voice 

and  PCI.  With  the  ability  to  send  E-mail  wirelessly  and  beam  documents.  Tecra's  speed 

are  there.  Everyplace.  No,  pizzas  will  never  fly  over  the  net.  But  loved  ones  lost  in 

and  power  enables  true  multitasking.  What  you  always  wanted  now 

Baltimore  will  be  found  in  Brazil.  One  keystroke.  One  finger.  Is  it  yours? 

is  yours.  From  Toshiba.  Where  are  you^ 

In  Touch  with  Tomorrow 

TOSHIBA 

http://www.toshiba.com 

a  registered  trademark  of  Intel  Corp, 


Thanks  to  Sprint  Business, 
Rail  Europe  increased  its  speed 
to  256  kilobits  per  second. 

Real  Problem.  Rail  Europe,  the  exclusive  sales  agent  for  most 
European  railways,  needed  a  way  to  offer  their  huge  database  of  schedule 
and  fare  information  to  travel  agents  all  over  the  world. 

Real  Solution.  Sprint  Business  put  them  on  track  with  SprintNetf 
the  world's  largest  public  data  network,  with  access  from  45  countries. 
What's  more,  with  X  .25  packet  switching  and  highly  reliable  access  at 
up  to  256kbps,  Rail  Europe  has  quickly  become  the  only  stop  for  thousands 
of  travel  agents  in  the  U.S.,  and  as  far  away  as  Japan  and  Australia. 
All  they  need  is  a  PC  and  the  price  of  a  local  call  to  book  virtually  any  train 
in  Europe  and  the  former  Soviet  Union.  24  hours  a  day. 
Sprint  Business  technology  helped  Rail  Europe. 
Let  us  help  your  business  do  more  business. 


1-800-669-4700 


©1995  Sprint  Communications  Company  L.P. 
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National  Center  for  Neighborhood  Enterprise,  which  focus- 
es on  local  economic  development,  would  rathei'  "devolve 
beyond  government  to  individuals  and  civic  institutions." 
Woodson  believes  that  churches,  local  charities,  and  com- 
munity organizations 
can  best  care  for  their 
own  disadvantaged,  in 
part  because  they  are 
more  flexible  and  caring  than  government. 

The  model  for  tliis  new  system,  e.xplains  Olasky,  is  the  late 
19th  century  social  reform  movement,  built  around  private 
charity,  work,  and  morality.  Says  David  Boaz,  vice-president 
of  the  libertarian  Cato  Institute:  "The  current  social  con- 
tract has  created  a  world  of  single  parenthood  and  crime. 
There  really  is  a  spiritual  poverty,  a  breakdown  of  family, 
community,  and  neighborhood." 

HISTORY  LESSON?  But  many  academics  insist  that  applying 
19th  century  solutions  to  today's  problems  reflects  a  flawed 
reading  of  history.  Says  Michael  Katz,  a  social  historian  at  the 
University  of  Pennsylvania:  "Read  the  records.  The  degree  of 
deprivation  under  which  people  lived  was  just  staggering." 
Yet  Olasky  counters  that  private  charities  still  improved  the 
lot  of  the  poor:  "I'm  not  saying  they  were  able  to  bring 
about  a  pleasant  situation,  but  given  the  degi'ee  of  difficulty 
they  had,  they  did  remarkably  well." 

These  days,  private  charities — especially  in  big  cities — 
are  tenified  that  they'll  be  unable  to  survive  de-entitlement. 
In  Boston's  tough  Roxbury  neighborhood,  Sojournei-  House 
has  been  providing  shelter  for  homeless  famihes  for  14  years. 
About  70%  of  its  $3.50,000  budget  comes  from  Massachu- 
setts, the  rest  from  private  givers.  The  home  already  turns 
away  three  to  four  families  a  week  because  it  lacks  the  i-e- 
sources.  Less  government  involvement  will  only  add  to  that 
demand.  "I  don't  think  the  community  will  step  up  and  pick 
up  the  slack,"  says  Executive  Director  Anastasia  Lopopolo. 

Nor  will  many  corporations,  whose  gifts  have  actually  fall- 
en in  the  past  two  years,  while  overall  private  giving  has 
been  flat  at  about  $12,5  billion.  Lotus  Development  Corp., 
for  example,  gave  $2  million  to  private  charities  in  1995, 
down  nearly  18%  from  1994,  due  to  declining  j^rofits.  Explains 
Michael  P.  Dmniey,  director  of  philantliropy  and  community  af- 
fairs: "There  has  been  this  belief  in  Wasliington  that  there  are 
substantial  untapped  resources  in  the  private  sector  that 
will  swing  into  place  if  the  federal  safety  net  is  diminished. 
That  is  not  tnie."  Adds  Holly  Tennyson  Hands,  who  chairs 
the  donations  committee  at  retailer  Neiman  Mai'cus:  "Tlie  pri- 
vate sector  will  do  a  lot.  But  we're  already  doing  a  lot." 

Even  charities  with  strong  private  support  aren't  iminune. 
PUENTE  Learning  Center  in  East  Los  Angeles  teaches  2,000 
mostly  Latino  students  in  a  facility  built  with  jjrivate  funds. 
Mattel  Inc.  Vice-President  Glenn  Bozarth  calls  it  "a  model 
that  demonstrates  that  the  void  can  be  filled  by  a  partnei'ship 
between  corporations  and  communities."  Still,  puente's  di- 
rectoi;  Sister  Jennie  Lechtenberg,  frets  about  reduced  social 
services  in  Los  Angeles  County.  "All  these  cuts  mean  more 
problems,  more  parents  out  of  work,"  she  says. 

Some  Republicans  argue  that  expanded  charitable  work 
may  require  more  than  good  will.  To  give  the  idea  a  boost. 
Senator  Dan  Coats  (R-Ind.)  and  others  would  provide  gen- 
erous new  tax  breaks  for  individuals  doing  good  works,  such 
as  providing  home  care  for  the  needy.  Still,  the  refonners  are 
attempting  an  uphill  battle  to  change  histoiy.  Despite  the 
Right's  romantic  lore,  Americans  have  been  hooked  on  guar- 
anteed cash  jjayments  for  more  than  200  years  (table).  As  far 
back  as  the  Revolution,  the  fledgling  nation  promised  pensions 
to  soldiers  in  the  Continental  Army.  And  Civil  War  pensions 
grew  into  a  massive  retirement  progi'am  that  by  1893  pro- 
vided benefits  to  nearly  1  miUion  elderly. 

Rut  those  iiayments  came  in  exchange  for  sei-vice.  Even  in 


ENTITLEMENTS:  THEN  AND  NO 


<  1778  In  the  first  ent 
tiement  program,  woundec 
Revolutionary  War  soldiers 
are  granted  pensions.  At 
first,  only  officers  and  the 
disabled  are  eligible.  By  18 
any  vet  who  could  prove  p 
erty  was  entitled. 


►  1862  President  Lincoln  of- 
fers the  promise  of  postwar  pen- 
sions to  spur  Civil  War  enlistments. 
By  1893,  the  program  becomes 
the  first  widespread  federal  in- 
come security  program,  serving 
nearly  1  million  elderly  and  ab- 
sorbing 41%  of  the  federal  budget. 


<  1932  In  the  depths  c 
the  Depression,  World  War 
veterans  march  on  Washing 
ton,  demanding  immediate 
payment  of  $1,000  bonusfS 
promised  to  all  vets.  Con- 
gress refuses. 


►  1935  The  New  Deal  spawns 
Social  Security  for  retirees  and 
Aid  to  Dependent  Children — the 
forerunner  of  today's  welfare 
program.  Later,  President  Roose- 
velt pushes  other  entitlements, 
such  as  unemployment  insurance. 


M  1965  As  part  of  his  Great 
Society  agenda,  President  John 
son  creates  iVledicare,  which  pro 
vides  near-universal  health  covei 
age  for  the  elderly. 


►  1983  Congress  and  Ronald 
Reagan  agree  on  a  package  of  re- 
forms to  the  troubled  Social  Secur- 
ity system.  They  increase  payroll 
taxes,  boost  the  retirement  age, 
and  tax  benefits  of  high-mcome 
pensioners.  Still,  spendmg  grows. 


CONTRAQ  WnH  AMERICA 


<  1994  Republicans 
sweep  Congress  on  the 
strength  of  their  Contract 
With  America.  After  taking| 
power,  they  vow  to  end 
entitlements  for  welfare, 
food  stamps,  and  MedicaicJ 
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You  go  swimming  only  minutes 
after  eating. 

You  walk  under  ladders. 

You  use  a  butter  knife  to  remove 
toast  from  the  toaster. 

Then  you  go  and  test  your 
new  system  design  at  an  IBM 
Open  Systems  Center. 

So  much  for  your  daredevil  image. 


Even  those  who  live  on  the  edge  know  they  shouldn't  take  chances  when  designing  a  chent/server 
system  lor  their  business.  With  so  much  to  be  gained,  you  have  to  be  sure  that  everything  goes  just  right. 

Think  of  an  IBM  Open  Systems  Center  (actually,  there  are  42  of  them  around  the  world)  as 
a  proving  ground  for  new  business  solutions.  Here,  no  stone  is  left  unturned. 

For  starters,  skilled  consultants  will  help 
you  design  and  test  your  system  before  you 
build  it.  From  developing  proof- of- concept 
prototypes  to  integrating  new  technologies  to 
anticipating  long-term  performance,  they  ll 
help  make  sure  the  system  you  design  today  is 
flexible  enough  to  meet  your  needs  tomorrow. 

Does  your  ciu'rent  system  use  hardware 
and  software  from  a  variety  of  vendors?  At 
an  IBM  Open  Systems  Center  you'll  lind  a 
wealth  of  experience  in  designing  multivendor 
environments.  And.  just  as  important,  a 
willingness  to  look  for  solutions  wherever  they 
might  exist.  So  you  can  design  a  system  thiit 
lives  up  to  everyone's  expectations. 

Of  course,  you'll  also  find  the  skills  you 
need  to  better  evaluate  technology  alternatives. 
Can  your         address  security  concerns. 

computer  evt^n  identify  ways  to  expand 
company  ^    ^  ' 

do  this?  your  system  down  the  road. 

All  to  mal^e  sure  your  investment  nMuains  secure 
and  your  system  intact. 

To  find  out  how  your  company  can 
realize  the  rewards  of  client/server,  call  us  at 
f  800  IBM-3333,  ext.  .IA005.  Or  visit  us  on  the 
Net  at  http://www.csc.ibm.com 

And  please,  be  careful  out  there. 


Solutions  for  a  small  planet  ' 
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the  New  Deal,  the  safety  net  was  offered  as  only  temporary 
aid  fi'om  the  hardships  of  the  Depression.  In  1935,  Presi- 
dent Roosevelt  himself  woiried  about  "continued  dependence 
upon  relief."  And  he  warned:  "To  dole  out  relief  in  tliis  way  is 
  to  administer  a  nar- 
cotic, a  subtle  de- 
stroyer of  the  human 
spirit."  Says  William 
Galston,  a  former  domestic  policy  adviser  in  the  Clinton 
White  House:  "The  New  Deal  bargain  was  based  on  the 
proposition  that  upstanding  people  who  wanted  to  take  care 
of  their  families  had  been  prevented  from  doing  so  by  cir- 
cimistances  beyond  theii-  control." 

By  the  1960s,  though,  the  ties 
between  work  and  government 
aid  had  become  far  more  tenu- 
ous. Critics  began  to  won-y  about 
the  creation  of  a  perpetual  un- 
derclass. Now,  in  cities  such  as 
Cleveland  and  Atlanta,  at  least 
half  of  all  children  are  on  wel- 
fare. "The  perception  is  that 
there's  a  breakdown  in  society, 
that  people  playing  by  the  niles 
aren't  getting  rewarded,"  says 
Anne  Cammisa,  visiting  scholar 
at  Radcliffe  College. 

That's  certainly  what  Daniel 
Burnett,  an  Easthampton  (Mass.) 
product  de.sign  engineer,  believes. 
"I'm  not  against  providing  aid"  to 
the  needy,  he  maintains.  "But 
they  have  to  make  an  effort  to 
go  out  and  search  for  work.  If 
you're  getting  a  dollar  ft'om  the 
state — and  I'm  paying  it — you 
should  repay  it." 

If  public  assistance  to  the  poor 
has  failed  to  end  poverty  among 
children,  entitlements  for  the  el- 
derly have  been  a  roaring  suc- 
cess— though  at  enomaous  cost  to 
taxpayers.  In  1966,  nearly  one- 
third  of  all  people  over  65  lived  in 


KEN  DALENBERG 

Illinois  farmer 

ii  I  feel  uncomfortable  giv- 
ing up  entitlements  [while 
foreigners  are  subsidized] 


GORDON  BINDER 

Chief  Executive,  Amgen  Inc. 

ii  Pure  subsidies  are  wron; 
and  generally  aren't  succes 
ful...,[but]  government  oug 
to  keep  its  promises  f  !F 

poverty.  Today,  it's  bai-ely  12%.  Urban  Institute  s 
fellow  C.  Eugene  Steuerle  calculates  that  a  typical 
pie  turning  65  this  yeai'  could  get  a  staggering  $4( 
in  Social  Secuiity  and  Medicare  benefits  before 
die — far  more  than  they  paid  in  taxes. 

For  now,  that  social  commitment  will  remain  1 
ly  in  place.  But  as  baby  boomers  age  and  theii'  be 
begin  to  swallow  more  and  more  of  the  federal  bi 
pressure  to  scale  back  even  those  entitlements 
gi'ow.  One  possible  outcome:  tying  Medicare  and 
Security  payments  more  du-ectly  to  income.  Ame 
current  crop  of  seniors,  natiu'ally,  isn't  thrilled  b; 
prospect.  "I  guess  they  have  to  cut  somewhere  because 
erwise  it  will  be  our  grandchildren  who  suffer,"  says  I 
Kadoya,  81,  a  widow  living  in  East  Los  Angeles.  But 
frets,  the  gop  cuts  "will  be  a  hardship  on  senior  citizen 
Yet  the  cuirent  debate  over  alternatives  to  Washi; 
handouts  transcends  whether  gi-aying  boomers  will  be  al 
keep  their  bmws  into  their  platinum  years.  The  futu 
Republicans'  decades-long  quest  for  majority  status  is  a 
stake.  Roosevelt  guai'anteed  Democratic  domination  of  A 
ican  politics  for  a  generation  by  establishing  government; 
in  caring  for  those  who  had  fallen  on  hard  times.  Pres 
-Johnson  expanded  the  federal  obligation  by  creating  long 

entitlements  for  those  wh 
not  work — sowing  the  seec 
the  current  collapse  of  E 
cratic  influence. 

Gingi'ich,  by  his  own  a 
sion,  is  taking  a  risk  at  le; 
gi-eat.  If  GOP  reformers  ca 
sign  market-based  ince 
that  really  do  move  people 
welfare  to  work,  contain  ] 
costs  without  sacrificing  q 
and  prod  individuals  and  c( 
nies  into  playing  a  biggei 
in  fighting  poverty,  Repul 
realignment  will  become  a 
ty.  More  important.  Air 
may  return  to  its  bedrock 
iples  of  individual  initiativt 
if  the  GOP  Revolution  vee 
into  a  war  of  retribution  aj 
largely  unprotected  Demo 
constituencies,  the  New 
social  reformers  will  have 
both  as  political  visionarie 
as  social  engineers. 

By  Howard  Gleckwa 
Washington,  with  Mark 
■mont  in  Boston,  Eric  S 
in  Los  Angeles,  Ann  Th 
Palmer  in  Chicago,  Jeff 
man  in  Dallas,  and  bi 
repo-ris 
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2.  Acer 

3.  AEG 

4.  Air  Force  Material  Command 
Technology  Transfer  Office 

5.  Amoco  Chemical  Company 

6.  AMP  Incorporated 

7.  Automatic  Data  Processing,  Inc. 

8.  AXA  Insurance  &  Investment 

9.  CODA 
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14.  Ericsson 
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30.  Samsonite 

31.  Schott  Corporation 


32.  Sharp  Electronics 

33.  Sprint 

34.  Square  D  Company 

35.  Toshiba  America  Information 
System,  Inc. 

36.  Toshiba  Copiers#Fax 

37.  Texas  Instuments  Extensa 

38.  Unlimited  Systems  KONNEX 

39.  Yaskawa  Electric 

40.  Yellow  Freight  Systems,  Inc. 

Teclinoiogy  Guide 

41.  Apex  PC  Solutions 

42.  Axon,  Inc. 

43.  CE  Software 

44.  CLEAR  Software,  Inc. 

45.  Danka/Omnifax 

46.  DataViz 

47.  DataWatch  Corporation 

48.  Everex  Systems,  Inc. 

49.  Intellution 

50.  International  Software  Finance 
Corporation 

51.  Leica,  Inc. 

52.  Mainstay 

53.  Mannesmann  Tally 

54.  Meridian  Data 

55.  Micom  Communications 

56.  NEBS,  Inc. 

57.  Omega  Research,  Inc. 

58.  Orchestra  MultiSystems 

59.  RealWorld  Corporation 

60.  Relisys 

61.  Ventana 

62.  Wall  Data 
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City 
State 
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1  What  is  your  company's  type  of  business? 

1  □  Agriculture  2  □  Mining.  Construction  3  □  Manufacturing,  Processing 

4  □  Wholesale,  Retail  Trade  5  □  Finance,  Insurance,  Real  Estate  6  □  Government 

7  □  Transportation,  Public  Utilities  8  □  Service  Industries  9  □  Other  -  Please  Specify: 

2  Wiiat  is  your  title? 

A  □  Chairman  of  the  Board  B  □  President  C  □  Vice  President  D  □  Treasurer,  Secretary 
E  □  General  Manager  F  □  Division  Manger  G  □  Department  Manager 
H  □  Other  Manager  I  □  Student  J  □  Other  -  Please  Specify: 

3  How  many  employees  in  your  company  worldwide? 

1  aUnder  100  2  □  100-999  3  □  1,000-2,499  4  □  2,500-4,999  5  □  5,000-9,999 
6  a  10,000  or  more 
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"Winning  an  IDEA  and  liaving  it  recognized  by  Business  Week  is  a  tremendous 
acknowledgment  of  Dells  collective  efforts  to  deliver  the  best  portable  computing 

perience  in  our  induStiy.' — John  Medico,  Vice-President  of  Porhdj/es  Morketiii<r.  Dell  Computer  Corp. 

GOOD 

"We  take  great  pride  in  winning  Industrial  Design  Excellence  Awards.  They  are  a 
bly  visible  affirmation  of  our  commitment  to  design  as  a  route  to  market  leadership. 

—  Louis  Lenzi.  IDSA.  f  ire-Presideut,  Ariieriras  Desion  Operotious,  Thoinsoti  Consumer  Elertroiucs 

DESIGN 

'he  exposure  in  Business  Week  from  winning  Industrial  Design  Excellence  Awards  is 
aluable.  The  IDEAs  clearly  demonstrate  our  company-wide  conmiitment  to  creating 
value  for  our  customers  through  design  excellence.  '— Tom  Mays,  Sr.  VP.  \Ti<T  CIS 


PAYS 


dustrial  design  excellence  continues  to  be  a  key  differentiator  for  Apple,  and  winning 
lis  award  validates  Apple  s  ongoing  effort  to  create  products  that  balance  innovative 

gn  with  high-performance  technology.  —  M/c/?ae/.S/^//?f//e/;  President  &  CEO,  Apple  Computer  Inc. 


OFF 


Dell  Computer,  SEGA,  IBM,  Microsoft,  the  Taiwan 
ter  Association,  Apple,  Chrysler,  Thomson  Consumer 
)nics.  Black  &  Decker,  3M,  GM/Ihighes,  Steelcase, 
t-Packard.  These  fourteen,  all  1995  IDEA  wimiers,  show 
design  pays  off.  It  pays  off  in  lower  costs,  heftier  prof- 
ater  customer  satisfaction,  and  new 
:  iimovation.  Bl  SINESS  Week  is  again 

to  sponsor  the  Industrial  Design 
nee  Awards  (IDEA)  annual  competi- 
nducted  by  the  Industrial  Designers 

of  America.  This  year  the  IDEA  goes 

tional,  accepting  entries  from  Asia, 


The  1996 
Industrial  DesigiX 


Excellence 
Awards 


Europe,  Latin  America,  Canada  and  other  foreign  locales  for 
products  sold  in  North  America.  BUSINESS  WEEK  will  publish  a 
major  story  on  the  winners  in  a  June,  1996,  issue.  Designs  of 
business  and  medical  equipment,  consumer  products,  graphics 
and  multimedia,  heavy  machinery,  transportation,  packaging, 
exhibits,  and  furniture  are  eligible.  The  dead- 
line for  entry  is  February  lb,  1990.  For  entry 
information,  procedures,  and  fees  contact: 
Industrial  Designers  Society  of  America 
(IDSA),  1142  Walker  Road.'  Great  Falls, 
Virginia  22066.  Telephone:  703  759-0100. 
Fax:  703  759-7679.  E-mail:  idsanliq@aol.com. 


Telecommunications 

That  Bring  The  World  Together. 


BUSINESS  WEEK /HARRIS  POLL 

PORTRAIT  OF  A  SKEPTICAL  PUBLIC 


Cover  Story 


Whose  ox  will  be 
gored?  Americans  con- 
tinue to  support  mid- 
dle-class entitlements,  such  as  Social  Security,  by  a  wide 
margin.  What  they  care  less  for  is  welfare — whether  it's  for 
the  poor,  farmers,  or  corporations.  In  general,  though,  the 
public  agrees  more  with  the  Democratic  notion  of  govern- 


ment as  protector  of  society's  most  vulner- 
able than  with  the  Republican  vision  of 
Washington  as  arm's-length  guarantor  of 
an  "opportunity  society."  And  they're  skep- 
tical of  Republicans'  motives  for  spending  cuts,  agi 
a  wide  margin  with  President  Clinton's  charge  that 
ings  will  just  go  to  pay  for  a  large,  unnecessary  tax 


reeing  t' 
the  sav 
cut. 


RATING  THE  PRESIDENT 

How  would  you  rate  the  overall 
job  President  Clinton  is  doing 
as  President — excellent,  pretty 
good,  only  fair,  or  poor? 


Excellent  6% 

Pretty  good  45% 

Only  fair  33% 

Poor  16% 

Not  sure  0% 


RATING  CONGRESS 

And  how  would  you  rate  the  job  each  of  the  following  is  do- 
ing— excellent,  pretty  good,  only  fair,  or  poor? 

EXCELLENT   PRETTY     ONLY  POOR 


Senate  Majority  Leader  Bob  Dole  4% 
Republicans  in  Congress  5% 
Democrats  in  Congress  3% 
House  Speaker  Newt  Gingrich  7% 


GOOD 
.32%. 
.30%. 
.31%. 
.24%. 


NOT 
SURE 
.6% 
.2% 
.  2% 

33%.  .  29%. .  7% 


FAIR 

.  40%.  .  18%. 
,  39%.  .  24%. 
.  44%.  .  20%. 


A  HELPING  HAND:  WHO  DESERVES  IT? 

We're  going  to  ask  you  some  questions  about  the  relationship 
between  the  federal  government  and  U.S.  citizens.  Do  you 
agree  or  disagree  that  the  federal  government  should  guaran- 
tee each  of  the  following? 


AGREE 

AGREE 

DISAGREE 

DISAGREE 

NOT 

STRONGLY  SOMEWHAT  SOMEWHAT  STRONGLY 

SURE 

A  Social  Security  pension  to  help 

provide  for  retirement  ....  73%  . 

.  19% 

.  .  .  ,  5% 

.  .  .  2%. 

.  1% 

Some  minimum  level  of  health 

care  61%  . 

.  25% 

.  .  .  .  8% 

.  .  .  5%. 

.  1% 

Nursing-home  care  for  the 

elderly  53%  . 

.31% 

.  .  11% 

.  .  .  5% 

.0% 

Subsidized  prescription 

drugs  for  the  elderly  53%  . 

.31% 

.  .  .  11% 

.  .  .  5% 

..0% 

Temporary  unemployment- 

insurance  benefits  42%  . 

.  38% 

.  .  .  13% 

.  .  .  6% 

..1% 

Public  assistance  payments 

for  those  who  cannot  work  . . .  32%  . 

.  46% 

.  .  .  13% 

.  .  .  8% 

..1% 

Continuous  access  to  job 

retraining  40%  . 

.  37% 

.  .  .  14% 

.  .  .  8% 

..1% 

Child  care  for  low-income 

working  mothers  40%  . 

.  35% 

.  .  .  14% 

.  .  10% 

..1% 

A  job  if  Americans  are 

willing  to  work  51%  . 

.  21% 

.  .  .  15% 

.  .  12% 

..1% 

Price  supports  for  farmers  .29%  . 

.  36% 

.  .  18% 

.  .  15% 

..2% 

Food  stamps  for  low- 

income  individuals  24%  . 

.  38% 

.  ,  24% 

.  .  13% 

..1% 

Federal  aid  for  high-tech  manufacturers 

vying  to  create  new  markets  ..15%  . 

.  33% 

.  .  30% 

.  .21% 

..1% 

THE  EARNED  INCOME-TAX  CREDIT 

Currently,  many  low-income  people  who  work  qualify  for  a  spe- 
cial low-income  tax  credit  designed  to  increase  their  earnings. 


Do  you  think  that  this  tax  credit  should  be  mamtained  at  its 
current  levels,  reduced,  or  eliminated  altogether? 

Maintained  70%  Eliminated  8°/ 

Reduced   19%  Not  sure  3"/ 

THE  OOP'S  OPPORTUNITY  SOCIETY' 

Many  Republicans  in  Congress  believe  the  federal  goverruner 
should  not  guarantee  minimiun  living  standards  or  provide  sc 
cial  benefits  for  its  citizens.  Instead,  the  Republicans  propose 
to  create  an  "opportunity  society"  in  which  the  federal  govern 
ment  assures  all  Americans  of  an  equal  chance  to  prosper  r 
based  on  each  individual's  merits.  Do  you  strongly  agree,  somf 
what  agree,  somewhat  disagree,  or  strongly  disagree  with  thi' ; 
Strongly  agree  22%    Strongly  disagree  16i 


Somewhat  agree  41% 

Somewhat  disagree  . .  19% 


Not  sure 


THE  SAFETY  NET:  HOW  BIG? 

Many  Democrats  including  President  Clinton  believe  the  feders 
government  must  protect  the  most  vtdnerable  in  society,  especi 
ly  the  poor  and  elderly  by  guaranteeing  minimum  living  stan- 
dards and  providing  social  benefits.  Do  you  strongly  agree,  some 
what  agree,  somewhat  disagree,  or  strongly  disagree  with  this? 

Strongly  agree  40%    Strongly  disagree  ', 

Somewhat  agree  39%    Not  sure  1 

Somewhat  disagree  . .  13% 


PRIMING  THE  PUMP 

In  order  to  spur  economic  growth,  do  you  think  the  federal  g< 
ernment  should: 


SHOULD 


.3 


SHOULD 
NOT 

Grant  tax  credits  for  research  and 
development  investments?  59%  38% 

Let  companies  deduct  the  costs  of  their 

plants  and  equipment  more  quickly?  44%  ....  50%  .... 

Increase  government  spending  to  help  businesses  develop  new 

technologies  such  as  computer  chips?. . .  42%  57%  1 

Grant  tax  credits  for  a  whole  variety 
of  investments  by  business?  36%  61% 


CLINTON'S  COUNTERAHACK 

President  Clinton  says  the  Republicans'  proposed  reforms  are) 
being  driven  by  a  different  vision  of  the  role  of  the  federal 
government.  Instead,  the  President  says.  Republicans  really 
need  the  cuts  to  pay  for  a  big  tax  cut  that  will  go  to  people  whc 
don't  need  it.  Do  you  agree  or  disagree  with  the  President's  vie 
Agree  62%    Disagree  36%     Not  sure  


Edited  by  Mark  N.  Vamos 


Survey  of  1,007  adults  conducted  Nov.  2-6,  1995,  for  busi- 
ness WEEK  by  Louis  Harris  &  Associates  Inc.  Results  should 
accurate  to  within  three  percentage  points. 
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urina  Mills  Sallslles  Data-Hungry 
eclslon  Makers  with  the  SAS'System 


ivei7  business  day,  infoiiiiatioii 
igers  at  Purina  Mills — Americas 
■r  in  animal  nutrition — satisfy  a 
-ent  kind  of  craving:  the  need  of 
xecutives  to  get  their  hands  on 
igic  information  to  support  better 
ty  decisions. 

uckily,  they've  cut  preparation  time 
antially  since  adding  SAS  scjftware 
?ir  menu  of  productivity  tools, 
iparing  the  SAS  System  to  anything 
(VeVe  ever  used  to  analyze  Inisiness 
I'd  say  SAS  software  is  by  far  the 
'  says  Gerry  Daignault,  Region 
-oiler.  'There  was  a  time  when  we 
0  do  things  manually.  But  today, 
in  review  many  aspects  of  our  busi- 
just  by  pointing  and  clicking." 

uiina  Mills  rehed  on  the  SAS  System 
ild  client/sei^ver  applications  now  in 
y  field  representatives  and  managere 
scific  manufacturing  locations, 
lault  adds  that  "SAS  .software  is  so 
le  to  use  that  even  those  managers 
;xecutives  who  have  not  previously 
computers  feel  right  at  home." 

ng  Decisions  at  Every  Level 

\ccording  to  Mike  Durbin,  Super- 
of  Information  Sei^vices  for  Purina 
,  his  department  needs  to  get 
nation  to  managers  as  quickly  as 
ble,  who  in  turn  must  deliver 
ant  details  to  upper  management 
ickly  as  possible. 

'We  use  SAS  software  in  many 
of  operation  including  budgeting, 

rch,  and  as  a  management  support 
says  Durbin.  "Activities  include 

ing  customer  volume,  cuirent 

le,  and  comparative  analyses 

ome  year-by-year." 


Daignault,  Brown,  Durbin 


Connie  Brown,  Purina  Mills 
Information  Analyst,  says  the  key  busi- 
ness benefits  of  using  the  SAS  System 
are  "improved  productivity  by  key  field 
management  and  a  consistent  thought 
process  in  the  use  of  management  infor- 
mation. There  is  no  question  that  field 
management  spends  less  time  gathering 
numbers  and  more  time  using  good 
infomiation  to  support  the  decision 
process.  Mapping  aiul  graphical  presen- 
tations are  becoming  more  important  in 
the  decision  process,  and  SAS  Institute 
has  been  very  supportive  in  helping  us 
implement  these  tools." 

"SAS  software  is  doing  the  job 
for  us,"  Daignault  concludes.  "All 
of  our  directors  will  eventually  have 
it  available." 


To  receive  a  SAS  System  Ejtecutive 
Sininiuiry,  fjive  lis  a  call  or  send  us 
E-mail  at  bw@sas.sas.com 


M 


SAS  Institule  Inc. 
Phone  919-677-8200 
Fax  919-677-4444 
®        URL:  littpr/Avww.sas.coni/ 


SAS  is  a  registered  trademark  of  SAS  Institute  Inc. 
Copyright  ©  1995  by  SAS  Institute  Inc. 
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re  Built  hy  Teams  oJ  Companies, 


Any  computer  company  can  build  hardware  that 
runs  software  that  runs  your  business.  Or  can  it? 
After  all,  this  is  your  business  we're  talking  about 
here.  Do  you  really  want  to  trust  it  to  mere  hard- 
ware? At  Compaq,  we're  betting  you'd  prefer  an 
easy-to-use,  fully  thouaht-out  solution.  A  solution 
that  is  the  right  combination  of  server,  operating 
system,  and  database  application  that  solves  the 
puzzle  of  your  varied  computing  needs. 

Well,  that  takes  several  companies.  Companies 
like  Microsoft,  with  whom  we  created  the  ideal 
platform  tor  Windows  NTand  BackOffice,  integrat- 
ing hardware,  software,  and  server  management. 
Novell,  with  whom  we've  created  networking  stan- 
dards tor  years.  Oracle,  whose  databases  are  far 
easier  to  deploy  on  a  Compaq  ser\er  thanks  to  our 
partnership.  And  SAP,  a  leader  in  client /server 
applications,  who's  named  us  Partner  of  the  Year 

You  see,  they  may  be  Compaq  servers.  But  they 
are  Compaq- Microsoft- Oracle- SAf^-Intcl -Novell - 
SCO-Sybase-Cheyenne  solutions.  (We  just  couldn't 
fit  all  those  lo^os  on  them.) 

COMPAa 

Has  It  Changed  Your  Life  Yet? 


Finance 


MUNICIPAL  FINANCE 


UZARD  GETS  CLOBBERED 
BY  ITS  OWN  CLOUT 

The  firm  tried  to  sell  munis  using  political  connections-and  is  paying  a  steep  price 


i 


Only  a  few  years  ago,  mii^ 
nicipal  bonds  were  one  ol 
Lazard  Freres  &  Co.'s 
most  prominent  business- 
es. Now  munis  have  been  rele- 
gated to  insignificance.  Thus  it 
was  no  siirjjrise  when  the  pres- 
tigious Wall  Street  firm  told 
employees  on  Oct.  31  that  it 
would  decide  by  Dec.  1  whether 
to  remain  in  the  muni  business. 
Many  insiders  believe  that  it 
will  close  the  department. 

Declining  muni  issuance  and 
shiinking  undei"writing  spreads 
were  factors.  But  a  major  rea- 
son was  an  ambitious  and  con- 
troversial bet — uncharacteristic 
of  staid,  cautious  Lazard — to 
build  its  muni  business  largely  at  m,uni  hearings 
by  hiring  political  clout.  The  in  Washingtori 
strategy,  begun  in  the  late 
1980s,  was  to  put  on  the  payroll  well- 
connected  rainmakers  who  could  use 


ARCHITECT:  Michael  ment  by  a  federal  grand 
Del  Giudice  testifies  jury  alleging  63  counts  of 
ft-aud,  accepting  gratuities, 
and  attempted  extortion. 
Most  of  the  charges  are  re- 


their  influence  on  municipalities  to  help 
win  muni  business.  Lazard  moved  ag- 
gressively into  undei-wiiting  muni  deals, 
a  departure  from  its  traditional  and  less 
lucrative  role  as  a  disinterested  adviser 
OUT  OF  CONTROL.  That  strategy  ran 
into  serious  trouble.  Much  of  the  pubhc 
attention  has  focused  on  Mark  S.  Ferber, 
a  politically  savvy  former  Lazard  part- 
ner He  could  face  a  390-yeai-  jail  tenn,  if 
convicted,  following  an  Oct.  26  indict- 


lated  to  an  unusual  consulting  contract 
Lazard  signed  with  Menill  Lynch.  Fer- 
ber, who  set  up  the  deal,  was  hired  by 
officials  to  offer  impartial  financial  advice 
and  recommend  undei^writers.  But  Mer- 
rill paid  Lazard  more  than  $1  million  a 
year  to  steer  muni-swap  business  to 
Merrill,  a  potential  conflict  of  interest. 
The  indictment  charges  that  Ferber 
failed  to  adequately  disclose  to  cHents 
the  teiTns  of  his  contract  with  Merrill. 
Lazard  and  Merrill  settled  related  civil 
charges  by  agi'eeing  to  pay  $12  million 


each,  the  largest  ever  ir 
muni  industry,  for  failing 
sui-e  adequate  disclosures 
made. 

The  indictment  against 
ber  describes  an  executive"' 
of  control,  repeatedly  expk  5 
his  position  for  personal 
For  instance,  in  1992,  F( 
met  a  senior  Men-ill  exec 
at  the  Harvard  Club  in 
York  and  threatened  to  ' 
Menill  if  it  did  not  renew 
million-a-year  contract  with 
the  indictment  says. 

Thomas  E.  Dwyer  Jr., 
ber's  attorney,  says:  "An  "'^ 
who  thinks  Mr.  Ferber  will  accep 
nomination  as  the  muni  industry  s 
goat  will  be  sadly  disappointed." 

The  firms  neither  admit  nor 
guilt.  Lazai'd  says  it  is  "the  ultimat 
tim"  of  a  rogue  employee.  "We  cat 
ically  reject  any  suggestion  that  s; 
by  entering  into  the  muni  underwi 
business,  we  should  have  foreseen 
one  of  our  bankers  might  engage 
sort  of  misconduct  of  which  Mr.  F^ 
is  accused."  The  settlement  agree 
says  Ferber  "actively  misled"  Lazj  * 
telling  the  fii'm  that  he  had  fulb 
closed  the  contract  to  clients. 

But  Lazard's  management 
broader  responsibility  for  failing  tc 
quately  supervise  Ferber.  The 


fort 


The  Rise  and  Fall  of  Lazard's  Muni  Business 


1975  Felix  Rohatyn  helps 
New  York  City  end  its  fiscal 
crisis,  which  helps  estab- 
lish Lazard's  reputation  in 
muni  market. 

1985  Rohatyn  hires  top 
Mario  Cuomo  aide  Michael 
Del  Giudice. 

1988  Dei  Giudice  becomes 
head  of  muni  department. 
He  hires  Mark  Ferber  and 
other  former  political  aides 


to  increase  underwriting 
business. 


1992  Lazard's  mum  busi- 
ness hits  peak. 


1989  Ferber  enters  into 
contract  with  Merrill 
Lynch  under  which  Merrill 
would  split  fees  with 
Lazard  when  Lazard 
recommended  clients  to 
Merrill. 

1990  Merrill  contract  ex- 
panded to  include  annual 
$800,000  retainer. 


1993  Lazard-Merrill  con- 
tract becomes  public;  fed- 
eral investigation  launched. 
Del  Giudice  replaced  as 
mum  department  head. 

1994  Washington  city 
council  holds  public  hear- 
ings on  Lazard-Merrill  con- 
tract, where  Del  Giudice 
testifies.  Merrill  and  Lazard 


agree  to  pay  city  $3.6  mi 
lion  to  settle  contract-dis- 
closure dispute. 


1995  Ferber  indicted  fo 
fraud.  Lazard  and  Merri 
settle  with  regulators  foi 
$12  million  each.  Lazar 
underwriting  ranking  pti 
mets.  Lazard  announces 
might  quit  mum  busine; 


DATA:  BUSINESS  WEEK. 
SECURITIES  DATA  CORP. 
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agreement  points  out  that  Laz- 
irtners  were  well  aware  of  the 
ct  and  knew  that  it  "created  at 
I  potential  conflict  of  interest  for 
i."  This  being  the  case,  it  says, 
^•d  did  not  take  adequate  steps  to 

that  Mark  Ferber  met  his  obliga- 
to  disclose  the  true  nature  and 
.  of  the  contract." 
lagement  also  bears  responsibil- 
'  creating  a  culture  that  stressed 
il  back-scratching  to  win  business. 

calculated  that 
didn't  need  any- 
but  poHtical  clout 
[uality  advice  to 
iderwriting  busi- 
and  that  strategy 

blow  up  in  their 

says  one  former 
yee. 

main  architect  of 
in's  muni  political 
^  was  Michael  J. 
Jiudice,  head  of 
d's  muni  depart- 
and  Ferber's  boss 

■  the  firm's  expan- 
Y  period.  Former 
\  employees  say 
iiudice  was  not 
for  his  banking 
Dut  for  his  political 
tions.  He  had  been 
)f  staff  to  former 
'ork  Governor  Ma- 

Cuomo  and  was 
oed  as  "second 
)  the  Governor  in 
and  importance  in 
Iministration"  by 
ew  York  Times. 

Giudice  was  one 

biggest  fundrais- 

Democratic  Pi-es- 
.1  nominee  Michael  S.  Dukakis  in 
,nd  a  tiTistee  of  the  Democratic 
lal  Committee,  which  means  he 
I  minimum  $100,000.  Among  his 
Democratic  ffiends  are  Ronald  H. 
.,  the  Commerce  Secretary  and 
'  DNC  chaiiTnan;  and  Arthur  Le- 
,  the  Seciuities  &  Exchange  Com- 
1  chaiiTnan.  Del  Giudice  had  little 
g  experience  and  wasn't  even  ful- 
stered  with  the  National  Associa- 

■  Securities  Dealers  to  supervise 
mployees  until  Api-il,  1994,  accord- 
NASD  records,  though  he  ran  the 
ment  from  1988  to  1993.  John  R. 
Del  Giudice's  lavvyer,  says  that 
I  requested  a  waiver  from  the 
fork  Stock  Exchange  for  the  re- 
exam  but  cannot  locate  a  copy  of 
change's  response. 

BUCK.  It  was  Del  Giudice  who 
''erber  and  oversaw  Lazard's  con- 
ith  Merrill.  Dwyer,  Ferber's  attor- 
ys  that  the  contract  was  approved 


by  superiors  at  both  Merrill  and  Lazard 
and  that  Ferber  disclosed  "the  substance 
of  the  agreement"  to  his  clients.  Del  Giu- 
dice seems  to  agree,  saying  Lazard  didn't 
want  Ferber  to  disclose  the  exact  de- 
tails of  the  contract  unless  a  client  asked 
for  them.  In  testimony  before  the  Wash- 
ington city  council  in  Januaiy,  1994,  Del 
Giudice  stated:  "I  talked  [to  Ferber] 
about  disclositfe.  We  did  not  say  disclose 
the  full  contents  of  the  document." 
The  SEC  investigated  whether  Del 


A  fee-splitting 
arrangement, 
in  which 
Merrill  Lynch 
paid  Lazard 
more  than 
$1  million  a 
year  to  steer 
business  its 
way,  wasn't 
fully  disclosed 
to  clients 


RAINMAKER  MARK  FERBER 
FACES  FRAUD  CHARGES 


Giudice  should  be  cited  for  not  supeivis- 
ing  Ferber,  but  dropped  the  inquiry. 
According  to  nasd  records  Del  Giudice 
was  the  subject  of  an  sec  investigation 
for  "alleged  failure  to  disclose  a  con- 
sulting agreement  to  a  financial  adviso- 
ry cUent"  and  "alleged  failui-e  to  super- 
vise." The  SEC  said  the  Oct.  26 
settlement  ended  its  investigation  of  the 
firms  and  their  current  personnel. 
"Everyone  who  looked  into  it  concluded 
Mike  did  nothing  wrong,"  says  Wing. 
He  adds  that  Del  Giudice  was  hired  for 
his  knowledge  of  government  and  denies 
his  client  used  political  influence  or  con- 
tributions to  get  muni  business. 

The  foundation  of  Lazard's  muni  rep- 
utation was  laid  by  Fehx  G.  Rohatyn. 
He  played  a  key  role  in  rescuing  New 
York  City  from  a  financial  crisis  in  the 
mid-1970s.  Rohatyn  remains  an  active 
Democrat  but  has  had  little  or  nothing  to 
do  with  nmning  the  muni  department. 

At  the  time,  Lazard  functioned  as  a 


financial  adviser,  proferring  advice  to 
municipalities  and  helping  them  hire 
other  Wall  Street  fii-ms  for  underwrit- 
ings.  Rohatyn,  who  knew  Del  Giudice 
through  Cuomo,  referred  Del  Giudice 
to  Lazard,  which  hired  him  in  1985.  Un- 
vdlHng  to  spend  for  a  lot  of  additional 
staff,  Del  Giudice  i-ecruited  big  produc- 
ers with  political  clout  such  as  Ferber. 
Others  were  Grover  L.  McKean,  ex-aide 
to  former  California  Treasurer  Jesse 
Umiih;  Nornnan  Steisel,  the  fomier  New 
York  City  sanitation 
commissioner,  who  left 
in  1988  to  join  the  ad- 
ministration of  former 
Mayor  David  Dinkins; 
and  Richard  Poirier  Jr., 
who  built  the  firm's 
Southeastern  business. 

This  strategy  created 
controversy  within  the 
firm.  Says  one  former 
Lazard  muni  employee: 
"I  left  because  it  became 
clear  to  me  the  firm 
would  squander  its  repu- 
tation. I  knew  by  virtue 
of  the  hires  the  emphasis 
was  on  the  quick  buck." 

Under  Del  Giudice, 
staffers  wi'ote  checks  for 
thousands  of  dollars  to 
dozens  of  candidates. 
Federal  Election  Com- 
mission records  show. 
Del  Giudice  headed  La- 
zard's Political  Action 
Committee,  which  dis- 
banded in  eai'ly  1993. 

For  a  time,  the  sti-ate- 
gy  worked.  Lazard  went 
from  30th  in  muni 
undei-wiiting  in  1990  to 
10th  in  1992.  It  kept  its 
position  as  No.  3  in  muiu  advisory  work 
in  1990  and  1992.  But  soon  the  firm  was 
plagued  by  a  rash  of  probes,  including 
many  vrith  no  connection  to  Ferber,  &'om 
New  Jersey  to  Los  Angeles  County. 

Today,  the  fir-m  is  tr-ying  to  put  the 
whole  muni  mess  behind  it.  Already,  it's 
on  the  sidelines.  This  year  to  date,  La- 
zard fell  to  .54th  in  muni  underwriting 
and  to  28th  in  muni  advisory  wor'k,  ac- 
cording to  Securities  Data  Corp.  The 
situation  has  deeply  embarrassed  the 
firm's  investment  bankers,  who  enjoy  a 
pristine  reputation  in  the  corporate 
world.  "Other  than  this  area,  they  were 
very  scrupulous,"  says  someone  with 
knowledge  of  the  fir-m.  "This  is  a  major 
exception . . .  like  if  you  heard  a  bishop 
was  going  out  with  a  prostitute."  It  will 
be  a  long  time  before  Lazar-d  attempts 
again  to  mix  business  and  politics. 

By  Leah  Natlians  Spiro  in  New  Yark 
and  Geoffrey  Smith  in  Boston,  with 
Amy  Barrett  in  Washington 
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STOCKS 


THE  HUSTLERS 
aUEUE  UP  ON  THE  NET 

Penny-stock  scam  artists  are  surging  online 


It  wasn't  too  long  ago  that  penny- 
stock  peddlers  inhabited  the  fringes 
of  the  online  world — a  newsletter 
here,  a  scattering  of  message  bases 
there.  Well,  online  trends  move  with 
the  speed  and  power  of  a  tsunami,  and 
this  one  is  no  exception:  Penny-stock 
hucksters  have  gone  online,  and  in  force. 

Penny-stock  promoters  have  spread 
well  beyond  the  ubiquitous  message  cen- 
ters, such  as  the  Internet  stock  news- 
groups and  commercial  bulletin  boards, 
where  stocks  are  frequently  hyj^ed.  In 
just  the  past  two  months,  dozens  of 
World  Wide  Web  sites  have  been  orga- 
nized by  penny-stock  promoters.  And 
despite  stepped  up  Internet-related  en- 
forcement actions,  regulators  find  them- 
selves hard-pressed  to  deal  with  them. 
"There's  no  doubt  that  the  [Internet]  is 
now  the  leading  source  of  penny-stock 
promotion — it's  just  so  easy  for 
the  penny-stock  tyjDes  to  operate 
there,"  says  Benjamin  A.  Levds, 
a  North  Carolina  securities  in- 
vestigator who  heads  a  multi- 
agency  Internet  task  force  led 
by  the  North  American  Secur- 
ities Administrators  Assn. 

To  be  sure,  not  all  the  penny- 
stock  devotees  on  the  Net  are 


shady  operators.  Many  of  the  postings 
in  the  Internet's  Usenet  message  cen- 
ters are  from  well-intentioned  small  in- 
vestors and  reputable  brokerages  and 
newsletter  writers,  such  as  longtime 
small-stock  maven  John  Westergaard, 
who  has  established  a  Web  site  in  re- 
cent weeks.  But  others  are  far  more 
troublesome.  Penny-stock  newsletters, 
often  resembling  objective  market  let- 
ters, often  provide  little  more  than  thin- 
ly disguised,  paid  advertisements  for 
the  companies  they  write  about. 
DUMPED.  Stock  hype  is  also  growing 
ever  more  worrisome.  Regulators  and 
veteran  Internet  users  say  that  "pump- 
and-dump"  schemes  are  becoming  rife 
on  the  Net's  online  message  bases,  not- 
ably the  Internet's  "misc.invest.stocks" 
and  the  new  "alt.invest.penny-stocks" 
newsgroups.  Notes  James  B.  Adelman, 


INVISIBLE 


Stock  pushers 
don't  know  who's  out  there, 
and  regulators  are  increas- 
ingly computer  literate 
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assistant  district  ac 
istrator  at  the  Secu 
&  Exchange  Con 
sion's  Boston  offic 
used  to  be,  you  h£ 
dial  a  phone  hour 
hour  to  pump  up  a  s 
Now,  you  just  pay  $p 
$30  a  month  to  an  I 
net  service  pro\ 
come  up  with  an  ex( 
story,  push  a  button 
you  can  be  seer 
100,000  people." 

The  "pump"  sic 
pump  and  dump  is 
evident    among  t 
traded  stocks.  Pror 
online  by  people  o\ 
the  shares,  the  s 
rise  and  then  are  dumped,  causin; 
share  prices  to  fall.  It's  a  high-tech 
off  on  the  old  penny-stock  boiler  n] 
which  have  largely  become  a  thi 
the  past.  Bapcha  Ramammrthy, 
year-old  semiconductor  designer  ir 
ifornia  and  longtime  Net-watcher, 
that  trading  of  several  small  stock 
been  sustained  by  promotion  oi 
Net,  particularly  computer  issue: 
Canadian  mining  issues. 
PAID  FOR.  A  good  example  is  Com 
Concepts,  a  Bohemia  (N.  Y.)  soft 
designer.  Shares  climbed  as  high 
in  June,  partly  because  of  enei 
postings  on  the  Net,  a  Computer 
cepts  executive  acknowledges. 
Ed  Warman,  Computer  Concept's 
utive  vice-president:  "That's  unde: 
able — we  make  a  product  that  is 
ly  used  by  techies,  and  we  maki 
software  available  on  the  Web.'fc^ 
stock  has  since  fallen  to  $1.50.  Wa  i 
says  the  company  was  not  respo  ^ 
for  any  postings  affecting  share  pll 

Another  stock  with  an  injection  ' 
adi'enaline  is  the  Dallas  software  i 
Camelot  Corp.  Like  Computer  Con 
it  rose  through  the  summer  on  a  w; 
favorable  Net  postings,  only  to  fall 
than  30%  from  its  $7  high.  The  cor 
is  still  a  mainstay  of  penny-stocl 
vens  on  Prodigy's  Money  T^lk  Bi 
Board,  "caml-news  tonight!!!"  w; 
title  of  one  typical  posting  recen' 
Prodigy,  which  recounted  in  lengtl] 
tail  the  contact  between  a  Prodij 
and  Camelot  officials,  including  chi] 
ecutive  officer  Daniel  Wettreich.  A 
lot  spokeswoman  says  online  poi 
have  been  but  one  of  many  factors| 
encing  the  share  price. 

Prodigy  and  the  newsgroups  aj 
the  only  places  where  Camelot  is  1 
It  is  a  top  pick  of  one  of  the  lates 
nomena  in  online  stock  hype — th< 
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WHY  LUG  THE 
PAPERWORK 
WHEN  YOU  CAN 
POCKET  THE  OFFICE! 

With  a  Psion  Series  3a  you  can  not  only  pocket  all  the 
information  squeezed  into  bulging  paper  systems — you  can 
also  download  data  from  your  PC's  wordprocessor, 
scheduler,  spreadsheet  and  database  ...  and  work  on  it  any- 
where, anytime,  using  its  built-in  software. 

Real  power  ...  No  other  palmtop  matches  the  Series  3a's 
capabilities,  versatility  or  performance.  It's  a  powerful 
computer  with  windows,  menus  and 
icons  as  standard,  plus  the  most 
advanced  organizer  functions  around. 
But  then,  we  did  invent  the  idea  (and 
have  sold  over  one  million  worldwide).  The  latest  Series  3a 
even  has  digital  sound-bite  recording,  and  there's  an  optional 
modem  for  fax,  e-mail  and  on-line  services. 

So  easy  to  use  ...  The  Psion  Series  3a's  power  and  ease  of 
use  has  won  it  numerous  awards  and  acclaim  throughout  the 
world.  Priced  from  just  $399  and  with  up  to  2  Mega- 
bytes of  RAM  and  two  slots  for  limitless  extra  memory  and 
software,  you  just  won't  find  a  better  way  to  pocket  the  office. 

Call  1-800-99-PSION  for  more  information 
and  your  nearest  store. 
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ny-stock  letter.  Ex-broker  Rob  Pit- 
tenger's  Market  Success  Web  site  fea- 
tui'es  Camelot  prominently  in  his  latest 
issue.  But  although  the  penny-stock  let- 
ter boasts  it  provides  "Quality  Research 
for  the  Small  Caj^  Mai'ket,"  it  is  actual- 
ly entirely  paid  for  by  companies.  "I 
seek  out  good  companies,  go  out  and 
write  a  report  for  them  to  use  in  their 
investor  relations,"  says  the  Omaha- 
based  Pittenger.  The  fee  varies,  but  av- 
erages about  $1,000.  Companies  pay  an 
additional  $250  a  quarter  for  updates. 
ONLINE  COPS.  Penny-stock  letters  hke 
Market  Success  -are  not  a  new  phenome- 
non. But  the  Internet  is  giving  them 
exposure  and  credibility  never  before 
seen.  Pittenger  says  it  has  increased  his 
access  to  potential  clients.  "I  tell  them  I 
write  research  that  appears  on  the 
Internet.  They're  almost  afraid  to  say 
no,"  he  says.  So  far  not  a  single  compa- 
ny has  refused  his  request  for  access. 
Likewise,  the  Net  has  become  a  bonan- 
za for  Pennsylvania-based  Global  Mar- 
kets. Like  Market  Success,  it  has  been 
online  for  only  a  few  weeks.  Indeed, 
the  latest  issue  features  a  single  stock, 
biotech  outfit  Quigley  Corp.,  which 


trades  at  about  13(Z. 

Global  Markets  is 
the  brainchild  of  Rich- 
ard A.  Sauers,  44,  who 
has  wiitten  a  piint  ver- 
sion for  12  years.  His 
method  of  finding  and 
writing  about  compa- 
nies is  simple.  "If  I  see 
a  company  I  like,  I 
write  about  them.  I 
show  it  to  them,  and  if 
they  like  what  I  wi'ote, 
I  ask  if  they  want  to 
become  a  sponsor," 
says  the  Morrisville 
(Pa). -based  Sauers. 
"Sponsors"  pay  for  mail  distribution  of 
that  issue  of  the  newsletter,  which,  he 
says,  goes  out  to  10,000  off-line  sub- 
scribers. He  says  about  a  quarter  of  his 
featured  stocks  involve  subsidies. 

Like  most  Net-based  investment  ma- 
vens,  Sauers  and  Pittenger  ai'e  not  reg- 
istered investment  advisers.  "I  don't 
make  buy  and  sell  recommendations," 
says  Pittenger.  And  regulators  say  that 
they  are  generally  reluctant  to  prose- 
cute newsletter  writers  because  of  pos- 


PROMOTER  SAUERS:  Companies 
''sponsor"  his  newsletter 


sible  First  Amendri 
issues — even  when  >; 
do  not  assert,  as  ng 
do,  that  they  are  jp. 
nahsts.  "The  main  § 
ger  to  investors  is  I 
they  don't  know  i 
they're  dealing  wf 
notes  National  As^ 
ation  of  Secuiities  1,1 
ers   Executive  \6 
President  John  Pim 
But  the  opposifl 
also  true.  The  sq 
sters  don't  know 
they're  deahng  wit| 
ther  The  regulator 
out  there,  and  are  gi-owing  increasil 
computer  literate.  Indeed,  the  NASr| 
covered,  and  sent  on  to  the  sec,  a 
bank  ft-aud  case  uncovered  by  the 
houi's  online  penisings  of  one  of  its 
pliance  officers.  The  sec  moved  fi^ 
bringing  a  court  action  only  a 
after  the  alleged  fi'aud  was  uncovJ 
But  it  will  take  a  lot  more  prosecuj 
before  "caveat  scamster"  becomes! 
operative  term,  online. 

By  Gary  Weiss  in  New 
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DIVINING  TECH'S  FUTURE 
FROM  THE  MARKET  DATA 

Technical  analysts  say  the  sector  is  strong  in  the  long  term 
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Negative  divergence.  Reaction 
lows.  Support  levels.  They're 
not  the  usual  tenns  you  heai' 
from  technology  stock  analysts. 
But  then,  tliis  jargon  didn't  come 
fi-om  your  usual  analyst.  It  came 
from  Wall  Street's  technical  ana- 
lysts, who  don't  care  a  whit 
about  the  latest  earnings,  take- 
over rumors,  or  profit  forecasts. 
Instead,  they  pore  over  reams  of 
market  data  to  divine  where 
stocks  are  going.  And  here's  where  theii" 
data  are  pointing  them. 

Most  technical  analysts  are  positive 
on  the  long-term  outlook  for  the  tech 
sector.  But  they  say  semiconductor  stocks 
may  stop  moving  in  tandem  with  the 
rest  of  the  sector,  especially  the  high- 
flying networking  and  software  stocks. 
Indeed,  some  say  the  short-term  picture 
may  be  bleak  for  semiconductors. 

On  the  surface,  Nov.  7,  Election  Day, 
looked  like  a  "no"  vote  for  semiconduc- 


A  BUMPY  ROAD 


PACIFIC  STOCK  EXCHANGE 
TECHNOLOGY  INDEX 


JAN  1 


DATA  BLOOMBERG  FINANCIAL  MARKETS 

tor  stocks.  The  Philadelphia  Semicon- 
ductor Index  had  its  heaviest  one-day 
volimie  on  the  downside  since  its  laimch 
in  May,  1994.  "But  if  these  stocks  were 
going  down  a  lot  from  here,  they  should 
have  been  dowTi  a  lot  on  Nov.  8,  and 
they  weren't,"  says  Frank  L.  Teixeira, 
vice-president  of  market  analysis  for 
Menill  Lynch  &  Co.  "Semis  didn't  liit  a 
new  reactionary  low,"  he  says.  "Short- 
term,  you  still  have  to  repair  the  dam- 
age to  the  group.  But  you  haven't  brok- 


en the  long-term  uptrends  in  a  || 
majority  of  these  stocks." 

Stephen  Shobin,  Lehman  Brot' 
Inc.'s  technical  analyst,  agrees.  P.t 
thinks  there  may  be  more  shoi  t- 
sUppage  in  semiconductors.  Invest  o 
timism  is  a  counterindicator  for 
cians.  And  Shobin  points  to  what  's 
pening  in  the  options  market 
bearish  sign.  The  volume  of  call  u))i 
which  are  bets  on  rising  stock  pi  ic 
way  up  on  semiconductors,  he  say^ 
some  tecluiical  analysts,  this  means  ft 
conductor  stocks  are  on  the  way  d|.' 
AMAZING  RUN.  Shobin  also  points! 
rotation  among  teclmology  stocks  ^ 
the  whole  tech  gi'oup  has  been  l  i 
one  giant  wave  over  the  past  few  \ 
"perfoi-mance  has  become  fragnK- 
and  selective,"  he  says.  He  is  positii 
the  networking  stocks  such  as  f 
Systems  Inc.  Networking  stocks  "cm 
ue  to  look  dynamic  and  powerfu  l 
appear  to  have  higher  price  tai.i 
says  Shobin.  A  pickup  in  put  activ 
bets  that  prices  will  fall — has  toll 
every  pullback  in  the  price  of  net\i 
ing  stocks,  he  says.  "From  a  conti 
standpoint,  that  is  bullish,"  says  SI 

Tech  stocks  have  had  an  amaziiii 
pie  of  yeai-s.  If  the  technicians  ai'e 
semi  stocks  could  be  in  for  a  rough 
But  for  the  rest  of  the  tech  sec 
short  breather  may  be  just  wl 
needed  to  fuel  another  long-tenii 
By  Suzanne  Woolley  in  Ncn^ 
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i  T/te  new  Mita  AF-1000  is  four  machines  in  one.  It  has  more  capabilities  than  any  multi-function 
^machine  in  its  class.  It's  a  whole  office  in  two  square  feet.  For  a  free  Interactive  Disk 
or  more  information,  call  1-800-ABC-MITA.  The  times  demand  Mita. 


Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

WHO'S  THAT  CALLER 
AT  COLONIAL  DATA? 

Record  earnings  are  no  shield  against 
a  stock  drop.  That's  what  Walter 
Fiederowicz,  chairman  of  Colonial  Data 
Technologies  (cdt),  found  out:  On  Oct. 
28,  he  reported  third-quarter  earnings 
of  23(2  a  share,  vs.  9<2  last  year.  Still, 
the  stock  fell  1!^,  to  16%,  and  has  been 
under  pressure  since.  Why? 

The  report  came  as  the  Street  wor- 
ried about  increased  rivalry  from  big 
outfits  starting  to  put  out  caller-iD 
phone  gear.  Colonial  introduced  the 

BiG  GUNS  MAY  ROLL  IN 


DATA;  BLOOMBERG  FINANCIAL  MARKETS, 
NATWEST  SECURITIES  LTD 

fil'st  commercially  available  device  in 
1987  and,  in  1990,'  the  fii-st  unit  to  show 
both  name  and  number.  Now,  at&t, 
Phihps,  Sony,  and  Northern  Telecom 
may  muscle  in.  And  a  company  called 
Cidco  competes  directly  with  Colonial 
for  market  share. 

Even  so,  some  smart-money  inves- 
tors upped  their  holdings  of  the 
stock — as  it  kept  sUding.  Talk  is  that 
Colonial  has  negotiated  a  merger  or  a 
strategic  alliance  with  a  European  tele- 
com giant,  a  deal  expected  to  be  an- 
nounced in  a  few  days. 

The  European  company,  with  big  op- 
erations in  Latin  America  too,  will  ac- 
quire a  bigger  stake  in  Colonial — if  it's 
a  strategic  partnership.  In  a  full  mer- 
ger, there  would  be  a  stock  swap.  Any 
such  deal,  says  one  money  manager, 
would  let  Colonial  vriden  the  overseas 
market  for  its  equipment — to  Japan, 
the  rest  of  Asia,  and  Latin  America. 

Colonial  equipment  lets  phone  compa- 
nies supply  customers  with  intelUgent 
network-based  seivices.  Caller-ID  pro- 
vides information  about  incoming  calls — 
date,  time,  caller's  phone  number,  and  in 
some  cases  the  caller's  name.  By  early 


1996,  Colonial  will  introduce  its  Smart 
Telephone,  which  can  be  used  like  a 
computer  for  access  to  information  and 
sei-vices,  such  as  banking  and  shopping. 

Colonial  has  strong  ties  with  such 
customers  as  U  S  We.st,  Nynex,  Bell- 
South, Bell  Atlantic,  and  Ameritech. 
Analyst  Eric  Zimits  of  Volpe  Welty  in 
San  Francisco  says  Colonial  is  busy 
working  on  linking  up  with  more  phone 
companies. 

Analyst  Bill  Vogel  at  NatWest  Se- 
curities thinks  Colonial  is  worth  30  a 
share,  based  on  a  price-earnings  ratio 
of  25  times  his  1996  estimate  of  $1.25  a 
shai'e.  "Our  confidence  in  the  forecast  is 
based  on  the  established  resolve  of  the 
Bell  companies  to  increase  the  caller-iD 
business,"  he  explains.  The  Bell  compa- 
nies are  committed,  he  adds,  to  reach- 
ing 30%  of  potential  customers  by  2000. 
As  of  June,  U.  S.  market  penetration 
was  only  7%.  Unit  increase  in  caller-iD 
devices  in  the  first  half  of  1995  was 
more  than  100%. 

Colonial  revenues  in  the  first  half 
grew  by  149%,  while  earnings  per 
shai'e  sui'ged  322%.  For  next  year,  Vog- 
el sees  revenues  climbing  to  $117.3  mil- 
lion, up  fi'om  an  estimated  $73.5  million 
this  year,  and  $36.8  million  last  year. 

BRIGHTER  GLOW  AT 
PACIFIC  SCIENTIFIC 

Pacific  Scientific  (psx)  may  evoke  im- 
ages of  exotic  expeditions.  Don't  be 
fooled:  The  Newport  Beach  (Calif.) 
maker  of  electrical  equipment  has  pro- 
prietaiy  knowhow  that  makes  it  a  lead- 
er in  niche  markets  closer  to  home.  It 
makes  electronic  hghting-control  and 
safety  devices.  Some  investors  say  Pa- 
cific Scientific  has  attracted  much  larg- 
er players. 

"Informal  talks  are  going  on  be- 
tween Pacific  Scientific  and  companies 
eager  to  buy  its  technology — or  the 
entire  company,"  says  investment  ad- 
viser John  Westergaard.  Among  other 
things.  Pacific  makes  advanced  controls 
for  fluorescent  lamps — smaller  and 
longer-lasting.  Also,  the  company's  new 
Sense-a-Volt  technology  automatically 
adjusts  to  any  line  voltage  between 
120  and  277,  explains  V/estergaard. 
This  aOows  lighting  fixtures  to  be  used 
anywhere  in  the  world — a  boon  to 
manufacturers.  Pacific  Scientific  has  re- 
ceived orders  fr'om  major  I'etailers  for 
the  new  products,  says  Westergaard. 

He  figures  Pacific  Scientific,  now  at 
24  a  share,  vrill  hit  40  in  12  months. 


mainly  because  of  its  Solium  lin< 
dimmable  and  three-way  controls. ' 
gear,  fii'st  shipped  to  customers  in  i 
tember,  will  boost  sales  and  eami: 
Westergaard  thinks  1996  estimate 
$1.60  a  share  are  low:  "We  look  fo: 
next  year,"  he  says.  In  1995,  anal; 
expect  $1  a  share. 


A  FRESH  ROUND  I 
THE  PAPER  CHASE 

New  takeover  talk  keeps  bubb 
up — even  as  International  Paper 
nounced  its  $2.7  billion  buy  of  Fed 
Paper  Board  on  Nov.  5.  A  new  tai 
Consohdated  Papers  (cdp),  a  mak( 
printing  paper  and  lightweight  co 
packaging  paper,  currently  at 
share.  A  New  York  investment  bai 
says  the  buyout  price  being  bru 
about  is  90 — and  the  likeUest  buy( 
Union  Camp  (ucc). 

He  thinks  Union  Camp  is  eyeba 
Consolidated.  Melding  the  operat 
would  create  a  more  efficient  and  r 
profitable  papermaker,  says  one  ana 
Union  Camp  makes  mostly  pac 
ing  paper — uncoated  white  paper,  1 
paper,  and  linerboard,  plus  buili 
products  and  specialty  chemicals.  U 
Camp  posted  sales  of  $3.5  billion 
yeai-  and  is  expected  to  do  $4.3  bil 
this  year  and  $4.5  billion  next.  Conj 
dated  Papers'  projected  sales  for 
year  are  $2.1  bil- 
lion, up  from  this 
year's  estimated 
revenues  of  $1.6 
bilhon  and  1994's 
$1  billion. 

Cmrently,  Con- 
solidated Papers 
is  the  owner  of 
670,000  acres  of 
timberland  in  the 
U.  S.  and  Canada, 
and  Union  Camp 
owns  or  controls 
1.6  million  acres 
in  the  Southeast- 
ern U.  S.  A  Union 
Camp  spokesman 
says:  "We  are  always  looking  at 
tions  to  make  us  grow."  Whi 
spokesman  at  Consolidated  says: 
one  has  approached  us." 

Insiders  at  Consolidated  hold  sii 
chunks  of  the  stock:  The  officers 
directors,  including  Chainnan  Ge 
Mead,  own  a  total  of  35%  of  the  sh 
Such  a  situation  usually  makes  it 
er  to  negotiate  a  buyout. 
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HE  RALPH  LAUREN 
F  CAR  DEALERS 

d  Rover  Centres  sell  boots,  safari  suits-and  yes,  cars 


s  Roger  Gordon  and  his  family 
ascend  a  steep,  rocky  hill  that 
pitches  the  foiu-wheel-drive  Land 
Rover  canying  them  at  a  gi-avity- 
ig  angle,  his  children  cheer  wildly, 
ife  screams,  and  Gordon  breaks 
iddy  laughter.  And  a  Land  Rover 
aan  behind  the  wheel  smiles.  The 
as  been  made.  "It  was  amazing," 
tls  Gordon,  39,  the  proud  new  own- 
a  $38,000  Land  Rover  Discovery, 
dds  thought  they  were  on  a  roller 

s  unusual  test  drive  did  not  take 
in  some  wild  outback.  It  unfolded 
!5-yard,  off-road  course  constract- 
the  parking  lot  of  a  Land  Rover 
•ship  on  Long  Island,  N.Y.,  about 
!es  ft-om  Manhattan.  It  is  here  at 
Rover  Massapequa,  and  at  24  oth- 
ver  dealerships,  that  the  British 
•  of  luxury  sport-utility  vehicles 
smpting  to  redefine  how  cars  are 
Dar  buying  "is  hterally  the  most 
le  retail  experience  any  customer 
lagine,"  says  Charles  R.  Hughes, 
ent  of  Land  Rover  North  Ameri- 
^y  not  make  it  easy,  and  why 


not  make  it  fun?" 

To  inject  a  little 
enjoyment  into  that 
high-anxiety  experi- 
ence, Hughes  is  ask- 
ing his  93  dealers  in 
the  LI.  S.  to  erect 
multimillion-dollar  au- 
tomotive boutiques 
known  as  Land  Rov- 
er Centres.  Sales 
staff  dress  in  khaki 
safari  garb  and  are 
trained  to  avoid 
high-pressure  sales 
tactics.  The  stores  look  and  feel  like  ex- 
clusive Ralph  Lauren  or  Burberry's 
shops.  "If  you  want  a  really  good  moun- 
tain bike,  you  don't  go  to  Wal-Mait.  You 
go  to  a  specialty  store,"  Hughes  says. 
"We're  creating  an  environment  that  re- 
flects a  lifestyle." 

FANTASY  SET.  Inside  the  aiiy,  hunter- 
green-and-beige  Land  Rover  Centres, 
$30,000-to-$65,000  vehicles  rest  on  slate- 
and-wood  floors,  accented  with  compass 
markings.  Nearby  shelves  display  Land 
Rover  Gear,  a  branded  hne  of  shirts. 


RETAILING 
ROADMAP? 
At  a  time  when 
cars  can  be 
bought  any- 
where, experts 
say  such  bold 
experiments 
are  key  to 
holding  on  to 
customers 


Missed  the  chance  to  talk  with 
Labor  Secretary  Robert  Reich 

when  he  was  the  guest  of  a  Busi- 
ness Week  Onhne  live  conference? 
Out  of  town  when  BW  economists 
Jim  Cooper  and  Kathleen  Madi- 
gan  gave  their  forecasts  for  the 
economy? 

You  can  always  find  out  what 
they — and  other  important  news- 
makers— had  to  say  about 
today's  top  issues.  Just  log  on  to 
Business  Week  Online 
on  America  Online  and 
download  the  tran- 
script of  any  of  our 
past  conferences. 

Here  are  a  few  of 
the  nearly  100  confer- 
ence transcripts  now 
available: 


^  1 — 1 


Virtual  B-Schools 

How  growing  numbers  of 
execs  are  now  going 
back  to  school  via 
satellite— 10/15/95 

The  Bankers  Trust  Tapes 

The  story  the  court  didn't 
want  BW  to  print — and  the 
First  Amendment  issues 
that  raises— 10/8/95 

Is  Recession  Ahead? 

Economist  David  Levy  and 
BW's  Bill  Wolman  debate 
the  outlook— 9/6/95 

Small  Biz  and  the  Net 

Find  out  how  a  sporting 
goods  retailer  is  using 
cyberspace  to  reach 
new  customers — 8/23/95 


For  a  free  trial  diskette 
including  10  free  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 


A 

A  M  E  R.l  C  A 


FOR  AD  RATES  AND  INFORMATION 

PHONE;  (312)  464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESSWEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  2010 
CHICAGO.  IL  60611 


Business  Opportunities 


CONSULTANTS/TRAINERS 

International  firm  expanding  in 
LIS  needs  independent 
consultants  and  trainers  to 
represent  our  company.  Wc 
offer  some  of  the  finest  human 

resource  development 
programs  available  today.  Very 

high  income  potential, 
f'xtensive  training  and  support. 
Management,  marketing,  or 
consulting  experience  helpful. 
Send  resume  or  brief  pers<mal 
history  to: 
Resource  Associates 
Corporation 
D.L.  Engle,  VP  Development 
Department  "WBII95" 
lOOKachel  Blvd.,  #150E 

Reading,  PA  19607 
(8(K))  799-6227,  Kxt.  12 
FAX:  (610)  856-5918 


Education/Instruction 


92  languages! 

Yes,  we  have  audio-cassette 
courses  m  languages  from 
Afril\aans  to  Zulu  and  everything 
in  between  Short  courses 
and  long  courses 
Easy  and  m-depth  We  have  been 
serving  language  learners  tor 
25  years  Call  or  write  for  our 
free  60-page  Whole  World 
Lan^ita^ie  Catalog 

auDia-raRunf 


UAQg  SOUHCE 


Room  3529,  %  Broad  St , 
Guilford,  CT  06437 
1-800-243-1234  •    Fax  203-453-9774 
e-mail  74537  550friJconipuserve  coin 


Insurance 


$500,000 

LIFE  INSURANCE 


10  Year  ISYeir 
Level  Level 
Term  ,  Term 

$410  $485 
$805  *  $860  \ 
$1,785  ^$2,235 
$4,705  '$6,245  ' 


20  Year  Joint 
Level  :  Avg 
Term  |  Age 

$630  \  50 
$1,300  J  60 
$2,9151'  70 
$6,819  80 


Sur- 
vivor- 
I  ship 
$1,816 
'$3,167 
■  $6,590 
$25,100 


Annual  Pfemium*  -  Prelerred  ■  No  Tobacco  use 

Underwritten  by  ma|or  lile  insurance 
companies  given  higtiest  ratings  for 
linancial  soundness  by  A  IVI  Best, 
Standard  &  Poors  and  Moody's 
CALL  FOR  A  FREE  QUOTATION  ON 
ANY  DESIRED  AMOUNT  AND  PLAN: 

1-800-444-8715 

Financial  Services  Group 
189  Reservoir  Street 
Needham,  MA  02194 
Through  our  multi  company  representation. 
Financial  Services  Group  offers  the  most 
competitive  products  available  m  today  s 
marketplace  Permanent  life  plans  are  also 
available 

"Not  available  in  some  states 


CPA's  Free  Book  Reveals: 


**  How  To  Buy  Or  Start 
Any  Kind  of  Business  With 
Absolutely  None^ 
of  Your  Own  Cash. 

(  omplinicntdr)'  mpv  In  htkuis  p-irtits 
Call  8()0-:VS2-940O  or  (702)  ,i«4-()7()(l. 


us  CORPORATIONS  AND  LIMITED 

LIABILITY  COMPANIES  (LLCs) 
SET  UP  INSTANTLY  IN  DELAWARE 
(USA)  BY  PHONE  OR  FAX 


IP.O.  Btix  5722.  Dcpl.  BW.  Wilminglnn,  DR  198()Sj 

Phone,  PAX  anytime  or  write  for  yi>ur  FRRE 
I  Delaware  Incnrporaiii'n  HiinJhiHik  (6th  EJiiioii)  | 

,  TEL:  800-423-2993  , 

'    FAX:  302-996-5818  anytime  ' 

^^Delaware  Business  Incorporuturs,  Idc.^J 


BETTER  THAN 
FRANCHISES 


Four  of  our  new  Associates  are 
earning  over  $10,000  a  month  after 
5  months  This  11-year-old,  pride 
of  ownership  company  is  ready  for 
more  explosive  growth.  Keep  your 
current  job,  if  you  must.  Set  your 
own  pace  Immediate  success 
training  for  serious  candidates. 

(505)  982-2882 


Business  Services 


Dow  Jones 

( ict  ( 'orporate  Reports 
on  piililiL  companies  or  in-dcptli 
rcsorcli  tfdni  the  Rcsc.ucli  Desk. 

Call  1-800-759-2797 


CONSIDERING  GOING  OFFSHORE? 


For  FREE  INFORMATION  on  Offshore  Asset  Pro- 
tection Strategies  Offslicre  Trusts  international 
Business  Corporations  International  Banking  and 
Investing  Dual  Citizenstiip  and  International  Verv 
ture  Capital  Development  Asset  Protection  Annu- 
ities plus  Individual  Business  Opportunities  in  off- 
shore consulting  Call  FFC.  Inc-.  1-800-633-2462. 
{FFC.Inc  IS  NOT  a  legal  Bccounting  or  financial  plan- 
ning firm  and  does  not  give  this  type  of  advice  See 
your  licensed  professional) 


I  20.000  ACADE 


IB 


20,000  ACADEMIC  TOPICS  AVAILABLE' 

Send  $2  tor  the  280  page  calalog 
Custom  written  reports  also  available 
RESEARCH  ASSISTANCE 
1  1322  Idafio  Ave  ,  #206BF 
U)S  Angeles,  CA  90025 
TOLL  FREE  HOTLINE:  800-351-0222 

01  310-477  82?6 


Telecommunications  Products/Services 


Peabody  Here 
With  The 
Fax-On-Deman 
System  That 
Wont  Set  You 
"Way  Back" 

As  a  tecognized  outhoniy  m  the  fields  of  technology 
and  history,  it  is  no  surprise  that  COPIA  has  asked  me 
to  soy  a  few  wo'ds  about  their  FaxFacts  ptoduct 
After  all.  we  ore  both  best  of  breed 

■  Retrieve  info  via  lox/voice 

■  Expandable  to  meet  your  needs 

■  U  S  Patent  tioldei  tot  some 

call  lax  delivery  DIAU 

■  fox  BroadCQsl/Fox  Mailbox 

■  fox  from  any  Windows  program 

■  IVR  provides  realtime  queries 

■  Credit  Cord  cliatge  per  fox 


J  I 

JC- 


ucts 


TRY  THIS  DEMO 

708/924-3030 
DOC  NO  689828 

Copk) 
Internotional  Ltd 

Wheaton  lliir^ois  60te7 
800/689-8898 


Hi- 


CONSULTING  CASH  COW! 

Free  Video  •  investment  Required  $14  5k 


LONG  DISTANCE  6  1/40 

Monthly  T-1  fee  of  only  $210.  Cost- 
effective  if  your  current  LU  &  800 
billing  is  over  $500  per  month.  Not 
available  in  some  states.  Great 
international  rates  too!  Free  cost 
analysis.  Call: 

TBRC  800-739-0079 


Franchising 


Franchise 

your  business! 

Call  for  Information  about 
"Francliise  Your  Business"  seminars 
sclieduled  tliroughout  the  country. 

francorp' 

specialists  in  Franchise  Development 

1-800-877-1103 


Home  Furnishings 


Wash  &  Drv  Bidet 

-  Fil.s  Ordinary  Toileta/Eaay  To  Install 
-  Front  &  Rear  Wash  Nozzles 
•  Adjustable  Water  Temp 
-  Warm  Air  Dryer 
.  -  Auto  Deodorizer 

•  Heated  Seat 

FREE  Brochure;  1-800/300-8314 


1 


5! 


Domestic  and  800  Rates  ^ 
08e  to  13e  per  minutv: 
Flat  Int'l  Rates  f 


(24  hrs  7  days/week  i 


Wc  will  beat  your  curre 
carrier  prices 

Call  800-922-4305 

Lowest  rates  for  Int'l  Callll 


Save  Up  To  57%  Oi 
Teleconferencing  Ci 

No  set-up  fees.  No  minimtim 
No  cancellation  fees. 
Superior  quality.  Superior  se 

Free  information:  Carl  Gi 
Tel.  203/237-2841 
P  ax  203/237-2940 


LONG  DISTANCE  COAST  TO  C 
NO  FEE  •  FIBER  OPTIC  •  DI( 
RELIABLE  •  CLEAR  •  ] 
NONE  BETTER  AT  ANY  I 
1 800-564-4348 


Education/lnstructio 


MBA  BY  Distance  UaA 

Major  British  university  otters  accredited  11 
Bachelor's  or  GMAT  needed  Chosen  by  Ei  j 
Inlelligence  Unil  as  one  of  world's  besi  MBA  p| 

HERIOT-WAH  UNIVERSITY  I  (800)  MbJ 
North  American  Distributor  I  Ask  fori 
6921  Stockton  St,  Suite  2.  El  Cerrito,  CA  f 
For  immediate  FaxBacIt  literature:  frq 
fax  mactiine's  plionn,  call  (510)  486-i 


Approved  Self  Paced  Home 
Associate  Bachelors  IVAastersl 

Business  Admin,  Public  Admin 
Care  Admin,  Human  Resources,  f 
nternalional  Business,  Tech  Mgi 
Paralegal,  Psychology.  Computer 
(800)477-2254(24  hrs) 
Soutliern  California  Unlver 
for  Professlona)  Studies 
1840  E.  17  St-BW,  Santa  Ana,  C/ 


INVEST  IN  YOU 


Yuur  VALLK;  is  What  V'ou  Kno 
BS's  und  Masters  in  Busiol'ss  a 
Enginecnny  Phruut^h  Distance  Lea 
Call  Now  For  FREE  Tap 
1-800/782-2422 


CNU 


stale  Approved 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE.  SUITE  2010 
CHICAGO,  IL  60611 


Internet  Services 


WS  Mail  /  Internet 
tConnect  Software 

Dnnect  Mall  allows  MS  Mail 
W  users  to  send  or  receive 
111,  right  from  your  desk, 
ue  Systems  818/752-1357 
aH:  sales@thlnque.com 
:  http://www.thinque.com 


Advertise 

ON  THE 

Internet 

•  Home  Pages  • 

1-800/693-7770 

ers  Internet  Services 


Capital  Available 


yOURSELFlPO 


''tware svstt m:  I.  Automatically 
ur  company  public  m  30  days  under 
's  new  SCOR  rules  2.  Instantly 
nvestors  and  financial  hackers  for 
il.  3.  Quickly  finds  market  makers 
secunties.  Call  DataMerge 

^EmEmsm 


ucation/instructlon 


lELOR,  MASTER,  DOCTORATE 

\  DEGREE  Use  youf  past  experience  as 
Dward  your  degree  No  classes,  seminars 
ampus  attendance  Studies  build  upon 
jr  experience  Self-paced  Send  Resume 
For  No  Cost  Evaluation 

(800)  240-6757 

6400  Uptown  Blvd  NE 
Dept  46 

Albuquerque.  Mew  Mexico  871 10  U  S  A 


REE  VIDEO 


TERNAL  DEGREES 

iA/BS  MS/MBA  PhD/JD 
for  work  /life  exp  •  Accredited 
300)  444-8569  (24  hrs.) 

(vSalle  University 

569  Mandeville,  LA  70470-4000 


lenswear/Fashion 


I>:stTnctive  lOO'/r  silk  bow  ties 
handcrafted  in  Vermont 

800-488-8437 

iAU  Ties  Ltd.  of  Vermont 

Middlebury.  VT  0575:3 


Dvhy  it's  important  to  register, 
lyour  business  name, 
,on  the 


(800)641-61081 

Association  of  Internet  Usersj 


Video:  "Secrets  to 
Wealth  Via  the  Internet" 

Are  you  exploring  this  powerful  new 
technology'  Learn  why  the  Internet 
Is  the  ultimate  marketing,  customer 
service,  and  re-engineenng  tool.  To 
orderAinfo  1-800/572-3322.  $29.95  + 
Shipping.  Visa/IUIC 


Reserve  your 
company's  name 
on  the  Internet 
before  someone 
else  does.  $50. 


Internet  Business  Solutions" 
(415)329-9393 


Multimedia  Services 


CORPORATE  MULTIMEDIA  KIOSKS 


Catalogs  Corpoiale  Image/Piomotioii  oun.i. 
Tiade  Shows  Information  Cenleis  Prodm:!:;; 
Lobby  Displays  Coupon  Oisbuisemenl 

Call  for  InfmmatiDn  608  2770044  \^ 

 i-^B  n  n 

K  s  0  I S  0  »    W  I      r  ■ :  -I  •  • .  ' 


Computer  Software 


Is  THE  Sun  up  in  Tokyo? 

Know  when  to  call  WinZones 
software  shows  local  time  cloclcs  with 
alarms  for  cities  worldwide.  For 
Windows  3.1  or  95.  Only  $35. 

Call  Extend,  Inc. 
1-800/943-8883 


Computer  Equipment 


HEWLETT-PACKARD 

Buy-Sell-Trade 

LaserJet  ColorPro 
DeskJet  Draft  Pro 

RuggedWriter  Draft/Master 
Electrostatic  Plotters  DesignJet 
HP  9000  Workstations  and  Vectras  also  available 

Ted  Dasher  &  Associates 

4117  Second  Ave  ,  S  Birmingham,  AL  35222 

Phone:  205/591-4747  FaK:  205/591-1108 
800/638-4833  •  E-mall  sales@dasher.com 


International  Marketing 


INTER  PROMA  Ltd.  -  a  Swiss  based  know-how  company  for  OTC 
pharmaceuticals,  cosmetics  and  hygienic  products  -  is  looking  for  a 
reliable  business  partner  in  America. 

The  President  of  our  company,  Mr.  Pfluger,  will  be  holding 
presentations  of  the  products  in  autumn  1995  in  the  U.S.  Please  drop 
us  a  line  if  you  are  interested  in  meeting  him.  Thank  youl 

Fax  No:  01141/75  233  16  67        Phone  No:  01141/75  232  71  72 


Corporate  Gifts 


Send  us  your  color  logo"  along 
with  $12.50  and  we'll  rush  you 
a  personalized  working  quartz 
walch  sample  as  our  convincer! 

A  timely  idea  for  

Incentive  Prciimini  Dcaler/l^oadcr 
Business  Gifl  Convcnlion  or  Mecling 
(Limit  2  samples  per  company  a  $  12  50  each) 
FREE  CATALOG-FAX  (818)  288-62(10  OR  WRITE 
IDEAL  WATCHES.  CO. 

8033  SUNShr  BLVI3  #63  l.OS  ANC.l.I  |-.S,  CA  '>'^Mu 


1.800-577-778 


FREE  c; 


I 

i_c:>G 


BALL  MARKERS  TEES  TOWELS 
TOURNAMCNT  PACKAQEIS  NMAL 
I  AHFi  S  AND  MOHF 


nm  m  xi'  co  fax  #407-845-0208 


Health/Nutrition 


Customized  Vitamins 


We  measure  your  antioxidants, 
vitamins,  minerals,  and  energy-givinj; 
ammo  acids-over  I  50  tests-to  analyze 
your  disease  risl<.   Based  on  your 
results,  we  design  an  optimal 
supplement  program  to  maximize  your 

fiealth  and  energy  levels.  Formerly 
availalile  only  to  prolcssidn.il  ,iilileips 

Get  the  only  complete  nutritional 
supplement  program  that  is  designed 
for  your  unique  biochemical  needs. 

CALL  TODAY  FOR  MORE  INFORMATION 
-  1-800-466-EMCS 


Ergogenic  &  Metabolic  Consulting  Service'- 
SnoO  Peachiree  lnd,Blvd  ,  Norcrt-ss,  GA  W071 


(llliLUI  wjkh  (.1  llx-  V.V 
Slate  Railway  ],S  jewel 
W  'i'S  +  $.1  S/H.  vis«c 

1-8(10-375-3943 


PO  Bux  1 
While  Riv 


Holiday  Gifts 


Chocolates^ 

Corporate  Gift  Catalogue 

Call  1-800-901-9910 


Culinary  Tools 


S.i\  in';s  Irom 
I'ROFESSIONAl  CUTLCKY  DIRECT 


The  Wiisthof-Trident 
7"  Cook's  Knife 
$70.00   lust  $53.80 


FREE  catalog 


Incredible 
seleclior)  of  fine 
culinary  tools:  knives, 
cookware  &  more 

Professional  Cutlery  Direct 
(800)  859-6994 

Depl-  BW5B.  I  70  Bo^on  Posi  Rd  Suile  I  IS,  M^d.wn.  CT  Obi 


Business  Opportunities 


Twenty  Businesses  You 
Can  Run  From  Your  Home 
With  A  Computer! 

FREE  Cassette  Tapes:  These  free,  two 

INCLL/DED  cassettes  will  explain  now  you  can  start 

CBSI 486  Computer  Several  or  all  of  these  twenty  proven 
businesses  part-time  and  still  retain  the  security  of  your  present 
position.  If  you  purchase  our  software  and  business  program,  you  will 
receive  the  computer  and  printer  at  no  extra  cost.  If  you  already  own 
a  computer,  you  may  receive  a  discount.  Earn  potentially  up  to  $4,000 
or  more  each  month.  Free  home  office  training.  Financing  available. 
To  receive  free  cassettes  and  color  literature,  call  toll-free: 

1-800'343'8014,  ext.  769 

Computer  Business  Services,  Inc. 


Marketing 


gloves,  sweatshirts,  and  coats.  "After 
buying  a  car,  people  will  drop  $1,000  on 
boots  and  clothing,"  says  Biyan  Lazanas, 
who,  along  with  his  brother  Michael, 
owns  three  Rover  Centres  on  Long  Is- 
land. A  ledge  along  the  ceiling  of  the 
Massapequa  Centre  brims  with  artifacts 
of  the  country  gentle- 
man— biidles,  saddles, 
fly  rods — while  video- 
tapes of  Rovers  tak- 
ing on  the  wilds  of 
Africa  play  on  a  lai'ge- 
screen  television.  The 
decor  is  pure  fantasy, 
of  coiu'se:  Fewer  than 
5%  of  fom-wheel-drive 
vehicles  ever  leave 
the  pavement. 

Unorthodox?  Cer- 
tainly. But  retailing 
experts  say  such  bold  experiments  are 
ciucial  to  pull  car-buying  away  from  its 
19th  century  horse-trading  traditions. 
At  a  time  when  cars  can  be  purchased 
anywhere  from  the  Internet  to  ware- 
house clubs,  analysts  warn  that  dealers 
need  to  innovate  if  they  hope  to  hold  on 
to  theii'  customers.  The  Rover  concept 
combines  the  pampering  of  a  Lexus 
store  with  the  enthusiasm  of  a  Saturn 


THE 
M 

TRAFFIC 
JAM 

Land  Rover 
braces  for 
intense  new 
competition 


retailer  and  the  merchandising  of  a  Har- 
ley-Davidson  outlet.  If  it  succeeds,  it 
could  provide  a  roadmap  to  the  future 
of  upscale  car-selling. 

Rover,  which  established  an  Ameri- 
can dealer  network  only  eight  years 
ago,  desperately  needs  to  fortify  its 


VEHICLE 


LAUNCH  DATE 


EXPECTED  PRICE 


ACURA  SLX 

January  1996 

$23,000 

to 

$30,000 

LEXUS  LX  450 

Spring 

1996 

$50,000 

to 

$55,000 

INFINITI  T30 

Late  1996 

$35,000 

to 

$45,000 

MERCEDES-BENZ  AAV 

Spring 

1997 

$35,000 

to 

$45,000 

LINCOLN  NAVIGATOR 

Spring 

1997 

$40,000 

to 

$43,000 

BMW 

Fall  1998 

$35,000 

to 

$45,000 

DATA  AUTOPACIFIC  GROUP 

tiu'f  in  the  imported  luxiuy  sport-utility 
vehicle  market.  Since  introducing  the 
popular  Discovery  model  in  1994,  Land 
Rover  has  seen  U.S.  sales  soar  78%  so 
far  this  year  on  sales  of  13,384  vehicles. 
That  makes  Land  Rover  America's  top 
choice  in  its  category,  but  its  domi- 
nance is  about  to  come  under  attack. 
Over  the  next  two  years,  Acura,  Lex- 
us, Infiniti,  Mercedes,  and  Lincoln  are 


wheeling  out  their  own  luxury  f 
wheel-drive  vehicles.  Even  L 
Rover's  new  corporate  parent,  bm\ 
scheduled  to  field  a  competitor  in  1 
"It's  very  important  for  Land  R( 
to  use  this  Centre  concept  to  diffe 
tiate  its  brand  from  the  competiti 
says  Christophei 
Cedergren,  an 
lyst  with  AutoPa 
Group  Inc. 

To  do  that,  R( 
is  aggressively 
panding  the  ( 
line,  with  plans 
add  more  outdooi 
cessories  like  ut 
knives.  It's  also  1 
ing  at  an  in-sl 
room  travel  ser 
and  a  mail-order 
log.  The  fashion  business  can  1 
stretch  for  a  carmaker.  Like  plent 
other  apparel  makers  before  it,  R 
tripped  up  early  on  the  matter  of  1 
fines.  One  Land  Rover  denim  skirt 
so  long,  women  had  a  hard  time  cl 
ing  into  their  trucks.  Still,  Hughe; 
mains  upbeat.  "Gear  can  be  a  d( 
oped  into  a  meaningful  sourc 
revenue,"  he  savs.  "Harley  didn't 


Turn  your 
excess  inventory 
into  a  tax  break 
and  help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 

to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
TAX  WRITE  OFF 
for  your  company. 


Call  (708)  690-0010 


P.O.  Box  3021,  Glen  Ellyn,  IL  60138 
Fax  (708)  690-0565 


"I'm  a  vice  president  because  I  sold  22,000  gizmos 
this  year.  How'd  you  become  a  v. p.?' 


'I  made  a  great  deal  on  the  200  Oi 
gizmos  you  didn't  sell  last  year. 


Excess  inventory  lodciy. . .student  opportunity  tomorrow 
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HALFWAY 
THERE 


A  POWERFUL  DRAMA  FOR  ALCOHOL  AND  DRUG  ABUSE  PREVENTION 


Millions  of  teens  use  alcohol  and  drugs  each  year. 
Halfway  There  helps  to  change  young  people's  perception 
about  illegal  alcohol  and  drug  use. 

Over  100,000  young  people  have  experienced  live 
performances  of  Halfway  There  in  schools  across  the 
country  and  internationally. 

For  information  about  helping  to  make  a  difference  by 
sponsoring  Halfway  There  in  your  community  contact: 


periwinkle 

■  NATIONAL  THEATRE  Fl 


NATIONAL  THEATRE  FOR  YOUNQ  AUDIENCES 

19  Clinton  Avenue,  Monticello,  NY  12701  (914)794-1666 

This  advertisement  is  a  contribution  to  the  national  drug  abuse  prevention  effort. 


Marketing 


C( 


money  on  the  first  T-shirt  they 

But  Long  Island  Harley-Davi 
dealer  Martin  Altholtz  doubts 
Rover  will  ever  affix  its  plain  oval 
to  as  many  items  as  the  famed  H 
wings,  which  now  grace  $180 
steins,  $50  fuel-tank  cookie  jars 
$285  ceramic  motorcycle  figurine 
of  which  can  be  displayed  in  a  3 
Harley  curio  cabinet.  "Are  people 
to  tattoo  'Land  Rover'  on  their  bo( 
wonders  Altholtz.  "I  don't  think  s 
Of  course,  plenty  of  people  still 
to  dealersMps  in  seaivh  of  a  deal. 
Robert  Daino  shopped  at  the  $.3.i 
lion  Massapeciua  store  recently,  h( 
not  interested  in  ambience  or  pi 
up  a  polo  shirt.  He  wanted  a  ba: 
"I'm  going  to  talk  to  some  le 
firms,"  he  said,  as  he  left  the 
"By  going  thi'ough  fleet  buyers,  I  i 
over  $100  a  month  on  the  lease  f(j 
BMW  .525." 

HAGGLING  ROOM.  Land  Rover 
ered  adopting  Saturn's  one-price 
when  it  was  coming  up  with  the 
tre  concept  in  1990.  But  the  no-h 
approach  wouldn't  fly  with  dealers 
say  they  need  room,  to  negoti 
above  and  below  sticker — when 
in  hot-selling  .$40,000  sport-utility 
cles.  "There  are  clear-cut  advar 
to  the  customer  when  they  are  a. 
ting  the  same  price,"  says  Hu 
"But  how  do  you  administer  som( 
like  that  in  a  market  based  on 
and  demand?" 

Hughes  has  managed  to  cor 
only  about  a  quarter  of  his  U.  S. 
ers  to  build  Centres.  Rover  of 
hope  that  will  grow  to  half  next 
The  Lazarus  brothers  recently  o 
the  country's  largest  Land  Rovei 
tre  in  a  converted  Chevrolet 
ship  in  Glen  Head,  N.  Y.,  and  the 
another  one  in  the  tony  resc 
Southampton.  But  the  company 
force  independent  franchisees  ti 
struct  the  costly  stores.  "As  a  m 
ing  ploy,  this  is  very  clever,"  sa} 
Orme  of  the  National  Automobile 
ers  Assn.  "But  sport-utility  vt 
are  selling  without  any  problem 
tra  expenses." 

Roger  Gordon  enjoyed  his  ti 
the  Land  Rover  Centre  so  much 
week  later  he  was  back,  picking 
Land  Rover  money  clip,  key  fo 
tire  cover.  "If  they  came  out  witl 
Rover  luggage,  I'd  buy  it  right  n( 
gushes.  For  auto  dealers  like  Lan^ 
er,  the  key  to  keeping  customers 
back  could  have  as  much  to  d< 
hemlines  as  horsepower. 

By  Keith  Na 
in  Massapeqiu 


Vant  To  Know  Where 
irazilis  Economy  Is  Headedrj 
isk  The  People  Who  Are  I 
aking  It  There. 


Business  Week  is  proud  to  present 
"Brazil  Today/'  an  Executive  Conference 
JANUARY  17-18,  1996 
THE  GRAND  HYAH,  New  York,  NY 


Pedro  Malan 
Minister  of  Finance 


Ambassador  Dorothea  Wernecli 

Luiz  Felipe  Lampreia  Minister  of  Industry, 

Minister  of  Foreign  Relations        (Commerce  and  Tourism 


Join  Business  Week  and  Brazil's  business  and 
Tnment  leaders  in  this  dynamic  face-to-face  investment 
n,  and  find  out  how  the  visions,  goals,  and  economic 
egies  for  Brazil  can  affect  your  business. 


agister  for  "Brazil  Today"  call  1  (800)  955-9961  in 
J.S.  or  (305)  374-5855  outside  ttie  U.S.,  fax  your 
jnse  to  (305)  372-3459  or  mail  this  registration 
to:  Monark  Travel,  150  S.E.  2nd  Avenue, 
;  707,  Miami,  FL  33131. 

;:  US  $720  per  person  before  12/15/95,  $840  per 
Dn  after  12/16/95.     Rji,         _American  Express 
leck  enclosed  _MasterCard 
■/>/e  to  Monnrk  Travel}   Visa 


INT  NUMBER 


EXPIRAriON  DATE 


ilat  'loiis  are  suhjert  to  a  service  cliarxe  of  US  $150. 


STA  TE/tX)!  INTRV 


ZIP/POS  I'AL  CODE 


TELEPHONE 


I'RIM ARV  BUSINESS 


ANNUAL,  REVENUE 


BusinessWeek 

E  X  E  C  U  T  I  V  E      P  R  O  G  R  A  M 


by  The  McGraw-Hill  Companies,  Inc. 


Beyond  news,  hitelligence. 


A  Division  of  TIk  McGraw-Hill  Conwames 


Special  Report 


SMALL  FRY 
GO  ONLINE 


Technology  lets  even  tiny  businesses  outmarket  the  giant 


Bill  Tuszynski  doesn't  fancy  himself  a  techie.  But  as 
manager  of  new-business  development  at  privately 
held  Index  Chemical  Co.,  he  is  spending  a  lot  of  time 
in  front  of  his  personal  computer,  prow^ling  the  Internet 
to  monitor  the  cybermarketing  tactics  of  rivals,  scan- 
ning chemical-industry  bulletin  boards  for  product 
ideas,  and  checking  out  the  "home  pages"  of  startups 
that  might  have  materials  or  new  technology'  that 
jibe  with  the  $40  million  Philadelphia  compa- 
ny's business. 

Little  by  little,  he  is  becoming  a  regular  on 
the  Internet  and  other  onhne  services.  "I 
can't  say  I'm  browsing  every  day;  maybe 
once  a  week,"  says  Hiszynski.  "It's  a 
heck  of  a  lot  easier  than 
going  to  conferences." 
Tuszynski's  electronic  so 
joums  have  already  paid  off 
in  prospective  customers.  Next, 
he  hopes  to  expand  the  mar- 
keting of  Inolex'  foams,  adhe- 
sives,   and   lubricants   to  a 
World  Wide  Web  site. 

Another  champion  of  mar- 
keting technology  is  Richard  A. 
Perm,  vice-president  for  finance 
and  operations  at  $20  milUon 
Puritan  Clothing  Co.  of  Cape 
Cod.  A  grandson  of  the  store's 
founder,  he  set  up  a  database  to 
track  store  sales  and  coordinate 
customer  maihngs.  Now,  he's 
learning  to  identify  big 
spenders  and  regularly  engage 
them  via  personal  mailings  and 
special  events  such  as  private 
shovdngs.  Surrounded  by  de- 
partment-store chains  and  dis- 
counters, Puritan  regards  the 
new  technology  as  a  key  de- 
fense. 'Tou  have  to  have  this 
information  to  be  in  the  ball 
game  today,"  says  Penn. 


Using  massive 
databases  and 
the  Internet, 
entrepreneurs 
can  swiftly 
change  plans 
and  target 
new  niches 


All  over  America,  small  businesses  are  using  infoiTn 
technology  once  only  available  to  big  companies  to  be 
Davids  of  marketing.  The  sawiest  are  setting  up  databas 
remember  customers'  favorite  foods  or  clothing  desij 
and  sharing  tips  online  in  an  electronic  version  of  the  R 
Club.  Making  it  all  possible:  the  sweep  of  cheap  digital 
tronics  and  networks  into  the  core  of  everyday  busines 
tivities.  This  may  mean  a  cash  register  that  does  d 
duty  by  collecting  customer  names  and  bAt 
preferences,  or  software  that  crank  „ 
thousands  of  personalized 
overnight,  or  online  networks  thi 
as  electronic  conduits  for  selling 
chandise,  exchanging  knowhow,  and  sp 
ing  marketing  tips. 
J  ONE  ON  ONE.  It's  trickle-down  technc 
Long  after  major  corporations  mastered 
keting  techniques  that  mom-and-pop  comp 
couldn't  match — let  alone  afford — technolo 
now  letting  small-business  owners  persoi 
their  products  and  services.  Marketing  data 
that  once  required  million-dollar  mainframes 
run  on  personal  computers.  That's  how  Puritan  pra 
"relationship"  marketing  vdth  mailings  to  2,000  custo 
Where  rivals  may  blanket  customers  with  cookie-cutter 
ings,  Puritan's  come  with  a  personal  note  signed  by  the 
associate.  "It's  one-on-one  vs.  the  mass  market,"  says  ] 
All  told,  these  technologies  and  services  are  letting  sm? 
research  new  markets,  test  their  ideas,  and  build  close  t§L!' 
customers.  Underpinning  it  all  is  "a  convergence  of  co 
nications  and  database  technologies,"  says  marketing  cons 
Richard  Cross  of  Cross  Rap  Associates,  co-author  of 
tamer  Bonding:  Pathway  to  Customer  Loyalty.  "The 
gration  of  database,  Internet,  and  c:d-rom  is  where  the 
breakthrough  thinking  is  going  on.  The  beautiful  thing 
equally  available  to  smaU  and  large  companies."  Adds  I 
H.  Schulman,  ATi&T's  marketing  vice-president  for  small 
ness:  "Technology  is  going  to  become  a  tremendous  equ 
Size  will  no  longer  be  as  important  in  determining  m 
strength.  Creativity  and  innovation  are  the  main  factor 
In  fact,  with  technology  at  their  fingertips,  entrepre 
may  have  an  edge  over  corporate  giants.  Why?  Entrepre 
can  target  smaller — and  sometimes  more  profitable — n 


HOW  TO  LAND  CUSTOMERS  WITH  HIGH-TECH  MARKETING 


MLING  LISTS  ON  CD-ROM      NETWORK  ON  THE  NET 

CD,  Danvers,  Mass., 
The  list  provides  basic 
1  95  million  homes  and 
jsses:  Name,  address, 
number,  and  SIC  code. 


ketplace.  Dun  &  Brad- 
,  Westport,  Conn.,  $599 
J  first  3000  names.  An 
)th  list  with  thousands 
inesses. 


•  Use  the  Small  Business 
Administration's  online 
bulletin  board:  800  697-4636, 
or  Internet  site: 
http://www.sbaonline.sba.gov. 

•  Check  out  local  or  industry 
bulletin  boards. 

•  Look  for  small-business 
interest  groups  on  America 
Online,  CompuServe,  Prodigy, 
and  the  Microsoft  Network. 


SEND  CUSTOMERS  THE  FAX 

•  PCs  with  a  fax  card  can  be 
programmed  to  handle  short 
lists.  Use  products  such  as 
QuadraFaxfor  larger  lists. 

•  AT&T,  MCI,  and  Sprint  offer 
volume  faxing  at  a  cost  of 
approximately  $175  to  $250 
per  1,000  pages. 


DATA:  BUSINESS  WEEK 


GET  THEE  TO  A  HOMEPAGE 

•  Create  your  own  home 
page  on  the  World  Wide  Web 
using  such  products  as 
Quarterdeck's  $130 
Web-server  software. 

•  Internet  services  from  AT&T, 
MCI,  and  scores  of  small 
businesses  provide  a  home 
page  for  $200  to  $5,000, 
plus  monthly  service  fees. 


Special  Report 


swiftly  change  plans,  and  enter  new  markets.  "Entrepre- 
neurs now  can  see  what's  happening  immediately,"  says 
Cross.  "They  don't  wait  for  reports." 

Of  course,  using  technology  to  set  and  achieve  marketing 

goals  can  also  be  a  bit 
intimidating  at  the 
outset.  But  here's  the 
good  news:  New  soft- 
ware makes  gathering  and  manipulating  marketing  informa- 
tion with  an  ordinary  PC  far  simpler,  "reducing  the  level  of  dif- 
ficulty to  something  the  principals  in  small  business  can  do  in 
an  evening  or  on  a  weekend,"  says  professor  Stuart  L.  Mey- 
er of  Northwestern  University's  J.  L.  Kellogg  Graduate  School 
of  Management. 

Just  check  out  the  huge  variety  of  PC  software  available  to 
build  custom  mailing  lists.  Mai'ketForce,  from  Software  of  the 


Future  Inc.  in  Arlington,  Tex.,  lets  companies  manage 
own  direct-mail  and  telemai'keting  campaigns.  And  a  gi'o 
library  of  market  and  customer  data  can  be  bought  on 
ROM.  Pro  CD  Inc.,  Database  America,  Cole  Pubhcatior 
unit  of  MetroMail),  and  Dun  &  Bradstreet  all  sell  na 
wide  telephone  Listings  on  compact  disks,  including  names 
addresses,  for  as  little  as  $175.  The  cos  let  you  searcl 
name,  zip  code,  and,  in  some,  by  income  or  business  tj^ 
your  records  are  incomplete,  list-matching  software  can 
the  holes  in  partial  records  for  about  .$300.  A  little  work  i 
quired,  such  as  adding  details  included  on  the  CDs. 
PRICE  BREAK.  For  small  businesses  that  don't  have  the 
or  inclination  to  cook  up  their  own  marketing  setups,  t 
are  dozens  of  computer  and  software  dealers  to  help, 
will  rig  up  a  computer  with  retail-sales-and-accounting  i 
ages  and  preinstall  the  appropriate  lists  to  get  you  sta: 

  Kevin  Eldredge,  presidei 

retailing-systems  sup] 


Ml  AMORE  PIZZA  &  PASTA 

Cooking  up  a  deep-dish  database 

Could  any  business  be 
more  low-tech  than 
the  local  pizza  parlor? 
Don't  suggest  that  to  Gary 
L.  Mead,  a  trailblazer  in 
Lompoc,  Cahf.  Such  giants 
as  Domino's,  Little  Cae- 
sar's, and  Pizza  Hut  have 
used  mass  marketing  to 
gobble  up  nearly  48%  of 
the  $18  billion  pizza  busi- 
ness. But  Mead  is  turning 
the  tables,  using  database 
and  direct-marketing  tech- 
nologies to  personalize  his 
marketing — and  keep  cus- 
tomers returning  to  Mi 
Amore  Pizza  &  Pasta. 

The  34-year-old  restaura- 
teur's secret:  a  marketing 
database  that  tracks  cus- 
tomers and  purchases.  If 
regulars  haven't  stopped  by 
in  60  days,  his  PC-based 
system  spits  out  a  postcard  to  lure  them 
back  with  a  discount.  The  $10,000  system 
even  lets  him  practice  "cross-selling" 
techniques — such  as  suggesting  a  new 
pasta  dish  to  pizza  lovers.  Eveiy  Christ- 
mas, his  database  cranks  out  a  list  of  his 
best  customers  for  personally  signed 
cards.  "What  we're  trying  to  do  is  estab- 
lish an  individual  relationship  with  each 
customer,"  says  Mead. 
WHAT  RIVALS?  Sound  pie-in-the-sky?  Since 
Mead  bought  the  pizza  shop  in  1991,  rev- 
enues have  climbed  more  than  threefold, 
to  $1  million.  His  dehvery  database  now 
boasts  8,500  customers — all  in  a  town  of 
just  11,000.  What's  more,  the  delivery 
business  is  rising  25%  to  30%  a  year. 

Mead  caught  the  technology  bug  while 
managing  a  small  gi'oup  of  restaurants. 
When  recession  struck  in  the  late  1980s, 


MEAD:  So  who  gets  anchovies  ?  His  PC  knows 


the  group's  point-of-sale  system  couldn't 
even  identify  key  customers.  So  Mead 
hunted  for  a  package  that  did.  He  found 
it  in  a  pizza-shop  system  sold  by  Rapid- 
fii'e  Software  Inc.  of  Beaverton,  Ore.  Em- 
ployees simply  enter  the  phone  number 
into  the  cash  register  and  a  computer  au- 
tomatically builds  a  database. 

Next  on  Mead's  techno-menu:  an  ATM- 
like  card  that  av/ards  points  redeemable 
for  food  in  the  restaurant.  The  idea?  To 
complement  the  dehvery  database  with 
another  database  specific  to  the  sit-dovni 
restaui'ant  business.  Customers  receive  a 
card  in  exchange  for  completing  a  survey 
with  their  names  and  addresses.  Boasts 
Mead:  "I  don't  pay  the  least  bit  of  atten- 
tion to  the  competition."  Instead,  count 
on  the  big  pizza  chains  to  start  paying  at- 
tention to  his  marketing  tricks. 


Rapidfire   Software  Inc 
Beaverton,  Ore.,  says  so  n 
list  services  have  sprung  i 
recent  years  that  the  lists 
cost  as  little  as  2(Z  a  n; 
down  from  14?  a  name  a 
years  ago.  "We  tell  our 
tomers  to  buy  whatever 
Uke,  and  we'll  convert  the 
and  put  it  on  their  system 
says.  That  lets  stores 
as  Mi  Amore  Pizza  &  F 
(see  box;  immediately  b 
tracking  customers  and 
purchases  just  by  asking 
phone  number  when  custoi 
call  in  an  order. 

Need  to  reach  hundreclii 
fax  machines  overnight? 
now  come  standard  with 
modems  to  zip  off  brochun 
product  pitches.  Until  rec€ 
if  a  small  business  wante 
send  thousands  of  f 
overnight,  it  had  to  tur 
fax-broadcasting  services 
cost  17e  to  25(2  per  fax. 
they  can  do  their 
QuadraFax,  from  Brook! 
Technology  Inc.,  which  star 
about  $3,000,  allows  custo' 
to  request  fax-back  inform 
on  specific  products — and 
be  designed  to  blanket  t 
sands  of  customers  with  a  s 
pitch.  What's  more,  it  ca 
programmed  from  a  PC 

The  key  payoff  for  ar 
these  tactics  is  to  create 
of  the  best  customers  and 
figure  out  how  to  keep 
happy.  That's  the  idea  b( 
so-called  affinity  campa 
such  as  frequent-flier  prog 
that  cultivate  repeat  bus 
by  rewarding  customer 
pm'chases.  Now,  small  busi 
es  in  Omaha,  Denver, 
Phoenix  can  buy  this  kii 
data-gathering  and  analysis 
service  fi-om  U  S  West,  th 
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irinnell  More  has  seen  the  power — 
land  pitfalls— of  online  marketing. 
I  This  summer,  his  Real  World  Inter- 
face Inc.,  a  $3  million  Jaffrey  (N.  H.) 
maker  of  mobile  robots,  set  up  an  Inter- 
net contest  to  build  sales  leads  for  a  new 
product.  The  company  ran  a  name-the- 
robot  contest,  offering  prizes  to  robotics 
researchers  who  participated  and  sub- 
mitted their  names  and  net  addresses. 
Voild:  a  list  of  the  best  prospects  for  the 
company's  $2,000  to  $70,000  machines. 

But  the  name-the-robot  contest  turned 
into  a  cautionary  tale  about  how  the  In- 
ternet's free-sharing  culture  can  under- 
mine marketing  schemes.  Cybemauts, 
likely  using  search  tools  to  scan  for  con- 
tests, found  out  about  the  offer,  and  soon 
details  downloaded  from  the  company's 


phone  company.  U  S 

Marketing  Resources 

has  2,000  Denver  busi- 
paying  as  little  as  $3,000 
for  installation  of  equip- 
,0  track  customers  and 
;  direct-mail  services. 
i's  how  it  works:  U  S 
handles  the  customer 
g  and  target  mailings  to 
lales  by  issuing  800,000 
e  cards  that  provide  a 
it  when  used  with  pur- 

at  restaurants  and  re- 
Every   month,  sub- 
's receive  a  report  on 
;ers'  zip  codes,  spending 

and  sales  histories.  It 
,he  companies  fine-tune 
;ing  by  identifying  the 
stomers  and  key  groups 
et  with  direct-marketing 
Tis.  Wild  Oats  Communi- 
ket,  a  natural-foods  chain 
ores  in  Denver  and  Boul- 
^s  the  program  helped  it 
store  events  to  higher- 
ng  customers.  "We  get 
feedback  on  who  shops 
!,"  says  Regional  Manag- 
Ware.  On^  result:  Card- 
'  spending  averages  $41 
vs.  $15  for  non-cardhold- 

says. 

SYSTOI.  PotentiaDy,  this 
jve  mom-and-pop  stores 
nee  to  pinpoint  new  cus- 
and  create  joint  promo- 
-the  way  Burger  King 
alt  Disney  Co.  teamed 
)romote  Pocahontas,  for 
e.  Now,  cross-promotions 
local  restaurants  and 
houses  for  dinner-and- 
deals  are  easily  stitched 
iY,  says  U  S  West  Mar- 
Manager  Joy  Barber: 
are  cross-promotional 

unities  that  all  the  big   

ave  been  doing  for  a  long  time." 
7er's  Wishbone  Family  Restaurants  Inc.  is  a  convert  to 
3  West  system.  For  32  years,  it  relied  on  local  ads  and 
if  mouth  to  build  its  $2  miUion  business.  Then,  this 
owner  Joseph  Lochi  shelled  out  $6,500  to  equip  his 
itam-ants  with  U  S  West's  electronic  card  readers  and 
its  direct-mail  services.  The  result:  He  has 


REAL  WORLD  INTERFACE 


The  wide,  wide  Web:  A  cautionary  tale 


MORE:  A  focused  bid  drew  an  unfocused  flood 


World  Wide  Web  site  were  posted  on  a 
directory  of  contests  on  the  Web.  What 
started  out  as  a  focused  marketing  ploy 
quickly  became  a  carpet-bombing  by 
Internet  cruisers. 

SWARMS  OF  PUNSTERS.  That  wasn't  the 
way  it  was  supposed  to  work.  More, 
working  with  onUne  marketing  consul- 
tants ActivMedia  Inc.  in  Peterborough, 
N.  H.,  had  carefully  set  up  the  contest  by 
posting  electronic  notices  to  Internet  dis- 
cussion groups  specializing  in  robotics,  ar- 
tificial intelligence,  and  fuzzy  logic — an 
area  of  Ai  deahng  with  imprecise  informa- 
tion and  useful  in  robotic  vision  systems. 
For  a  while,  the  contest  worked  perfect- 
ly— giving  Real  World  a  golden  list  of 
prospects. 

Then,  disaster.  As  news  of  the  contest 
spread  across  the  Net,  Real 
World's  Web  site  began  attracting 
swarms  of  students,  Ray  Brad- 
bury fans,  and  punsters.  Over- 
night, suggestions  tripled  but  also 
shifted  to  the  whimsically  cliched, 
such  as  Fuzzy  Wuzzy.  "Most  were 
more  amusing  than  helpful,"  says 
More. 

In  the  end,  Real  Worid  got  350 
leads.  The  robot  became  Pioneer  1, 
courtesy  of  a  marketing  consul- 
tant— not  a  researcher — who  en- 
tered the  contest.  More  plans  to 
continue  marketing  over  the  Inter- 
net— after  separating  the  sci-fi  fans 
from  the  researchers.  After  all,  he 
says,  "there's  no  place  in  the  world 
as  well  connected  as  the  major  uni- 
versities." And  there's  no  easier 
way  to  reach  them  than  the  Net. 


5e 


seen 


it  to  float  a  new  product  idea  without 
ing  for  a  focus-group  consultant  or 
Qr-color  catalog  spread?  Put  it  in  an 
5tronic  catalog  for  a  quick  response 


$75,000  in  new  business  this  yeai"  from  mailings  to  people  who 
live  in  the  area  but  had  never  dined  at  the  restaurant  until 
lured  by  the  promotion.  "We've  got  tremendous  play  from  it," 
says  Lochi. 

U  S  West  isn't  the  only  giant  corporation  that's  seizing  the 
opportunity  to  generate  business  by  selUng  big-league  mar- 
keting technology  to  small  business.  IBM  estimates  that  the  52 
million  small  and  midsize  businesses  around 
the  world  will  spend  $230  billion  on  infoi-ma- 
tion  technology  this  year  In  addition  to  buy- 
ing thousands  of  PCs  and  scores  of  other  prod- 
ucts, IBM  Chairman  Louis  V.  Gerstner  Jr.  is 
convinced  that  in  the  futui'e,  small  organiza- 
tions will  reap  big  rewards  from  tapping  into 
Big  Blue's  online  networks.  "They  can  now  go 
out  and  in  effect  rent  an  it  [information  tech- 
nology] infrastructure.  They  don't  have  to 
buy  it,"  he  says.  "There  will  be  network- 
based  appUcations  that  they  will  be  able  to 
participate  in  that  are  the  equivalent  of  large 


rikimf<;q  wffk  /  Mn\/FMRCP  on  iqqr  iri 
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competitors'  without  mailing  the  investment  up  front." 

Telecommunications  giant  at&t  has  refined  its  approach 
toward  small  business,  focusing  on  putting  together  packages 
of  solutions — including  an  online  network  and  Internet  ser- 
vices. "We've  seen  a 
sea  change  in  our  cus- 
tomers over  the  past 
year,"  says  AT&T's 
Schulman.  He  says  more  customers  are  asking  for  integi-ated 
services,  more  sophisticated  pi"oducts,  and  help  in  using  tech- 
nology to  do  things  such  as  electronic  commerce.  "When  we 
put  on  seminars,  ther-e  is  a  tidal  wave  of  requests  on  how 
they  plan  for  the  upcoming  electronic-commerce  era,"  says 
Schulman. 

On  Oct.  18,  AT&T  launched  a  new  progi'am  called  Resoui'ces 
for  Growth  that  helps  businesses  analyze  and  improve  their 
return  on  sales  and  marketing  and  provides  tips  on  expand- 
ing inteiTiationally.  It  includes  reports  on  government  regu- 
lations, shipping,  and  foreign   

distributors.  Businesses  can  also 
purchase  sei-vices  such  as  lan- 
guage translation  and  travel 
services  at  a  discount. 

AT&T  also  has  a  sei-vice  aimed 
specifically  at  startups.  It  in- 
cludes things  such  as  touch-tone 
access  to  a  hbrary  of  business- 
management  and  marketing  in- 
formation, discounts  on  office 
equipment,  software,  and  pay- 
roll services,  and  savings  of  up 
to  80%  on  business  publications. 
The  entire  service  for  startups 
costs  an  annual  membership  fee 
of  only  .$9i). 

IN  THE  DOOR.  Helping  small 
businesses  get  hep  to  new  mar- 
keting technology  isn't  just  an 
opportunity  for  the  giants.  Nieto 
Computer  Services,  a  Houston 
custom-software  and  computer- 
services  company,  developed  an 
easy-to-use  Internet  package 
that  links  lawyers  to  key  legal 
databases  on  the  Internet. 
Rather  than  thumb  through  le- 
gal texts  or  pay  paralegals  to 
scour  court  decisions,  customers 
can  have  Nieto's  Lawyer's  Link 
provide  electronic  access  to  fed- 
eral and  state  tax-law  databas- 
es. Supreme  Couil  decisions, 
and  commei'cial-law  databases. 

Nieto  developed  the  product 
to  showcase  its  software  and 
networ-k  skills.  "This  package 
gets  us  in  the  customer's  dooi"," 
says  co-founder  Scott  Mt.  Joy. 
Once  there,  the  company  can 
pitch  its  Internet  "home  page" 
development  services,  technical 
consulting,  and  programming 
sldlls.  It  works  so  well  with  law 
fiiTns  that  the  two-man  cumpany 
is  at  work  on  another  industry- 
specific  service — this  one  to 
collate  Internet  informa'ion 
sources  for  the  oil  industiy. 

A  surprising  bounty  of  mai- 


keting  information  can  be  culled  from  commercial  online 
vices.  Prodigy  Services  Co.  provides  access  to  a  Dun  &  I 
street  Corp.  business  database  of  private  companies  and 
fessional  offices.  In-depth  reports  are  about  $2.50  each 
up-to-date,  financial  details  on  public  companies?  Amen 
line  provides  company  histories  and  financial  data  via  Ho 
Handbook  On-Line  Service.  And  complete  Securities  & 
change  Commission  filings  ai*e  available  free  over  the  In 

Online  searches  are  changing  the  way  $L5  million  Pa 
Inc.  finds  new  customers.  The  San  Diego  electronics  com 
now  taps  into  an  electronic  version  of  the  bible  of  goverra 
procui'ements.  Commerce  Bminess  Daily.  The  printed  ve 
is  unorganized  and  may  take  days  to  reach  the  desks  o 
ecutives.  But  the  online  version  is  there  in  a  snap  and 
contractors  find  leads  using  keywords,  says  Pacifitek 
President  Jeff  Stratton. 

Online  services,  including  CompuSei-ve  and  the  Micr 
Network,  are  rapidly  bviilding  small-business  resource  ai'e 


UNDERCOVER  BOOK  SERVICE 


Close  your  stores,  double  your  customer 


Joel  C.  Turner 
had  never  heard 
of  the  cookbook 
his  customer  want- 
ed. So  the  bookseller 
popped  a  CD-ROM 
version  of  Books  in 
Print  into  his  com- 
puter to  search  for 
wild-game  cook- 
books. The  title  was 
out  of  print.  But 
Turner,  who  shut- 
tered the  last  of  his 
three  book  shops  in 
the  Cleveland  area 
four  years  ago, 
printed  and  faxed 
back  a  list  of  eight 
other  books.  He  sold 
all  eight. 

Meet  the  business 
that  technology  re- 
invented. Recogniz- 
ing that  his  small 
chain  couldn't  keep 
up  with  the  new 
superstores  in  selec- 
tion or  atmosphere,  Turner  made  a  bold 
bet  on  direct-selling  to  consumers  and 
businesses  willing  to  pay  a  premium  for 
top-notch  service.  Housed  in  Turner's 
home  in  Shaker  Heights,  Ohio,  Undercov- 
er Book  Service  now  has  four  employees 
and  a  tangle  of  computers  and  communi- 
cations gear.  They  rely  on  reference  CD- 
ROMs,  online  networks,  and  fax  machines 
to  take  orders. 

How  did  it  happen?  Turner  replaced 
retail  customers  by  using  Dun  &  Brad- 
street  Corp.'s  Marketplace,  a  cd-rom  of 
business  addi'esses  and  names.  It  allowed 


TURNER:  Sidestepping  the  superstores 


him  to  seek  out  co 
panies  looking  for 
dividual  service  an 
forget  about  all  th< 
folks  looking  for 
atmosphere. 
NEW  PUSH.  Now,  c( 
porations  such  as 
Rubbermaid  Inc.  c 
Tumer  when  they 
want  the  latest  bu 
ness  tome — pronto 
"I  like  to  say  I 
closed  my  stores  i] 
order  to  take  care 
my  customers,"  sa 
Tumer. 

He  has  doubled 
customer  Ust  to  n( 
ly  10,000  since  199 
Wliat's  more,  Tuit 
has  maintained  re 
nues  despite  the  1( 
of  retail  sales.  In 
stead  of  costly  inv 
toiy,  he  maintains 
computer  links  to 
publishers  and  dis 
tributors  to  place  orders.  And  TVuner's 
reputation  for  turning  up  hard-to-find 
books  often  wins  him  refen'als  from 
superstoi'es  such  as  Borders  Inc.  or 
Barnes  &  Noble  Inc. 

Now,  Tui'ner  is  ready  to  enter  cybei 
space.  He  already  uses  CompuServe  Ii 
online  network  to  reach  customers  in 
Britain.  This  month,  he  plans  to  add  a 
home  page  on  the  Internet.  "I  don't  w: 
people  to  say,  'We  used  to  use  you,  bu' 
I'm  onUne  a  lot  now,' "  says  Tumer.  Th 
the  essence  of  good  sei-vice:  available  i 
where,  anytime. 


V 


Keep  things  flowing* 
from  the  Interuet. 


You  should  not  wait  on  the 
Internet.  You  should  not  just 
sit  there.  Pacific  Bell  FasTrak" 
ISDN  phone  lines  are  up  to 
10  times  faster  than  regular 
phone  lines.  10  times  faster 
than  analog  modems.  You  will 
not  age  noticeably  while  you 
are  logging  on.  You  will  not 
trudge  through  the  Web.  You 
will  not  wait  for  graphics  to 
download.  Only  to  find  out  that 
they  are 
really  ugly 
graphics. 

For  more  ways  you  can  use 
FasTrak  ISDN,  contact  us  at 
http://www.pacbell.com  on  the 
Web  or  call  1'800'4PB  ISDN. 
Thank  you. 


How  will  you  use  it?" 


PACIFIC  BELL 

NETWORK 


ONLY  YOUR  MOTHER  IS  MORE  ^ 


Where  would  we  he  without  our  mothers?  Thev  take  care  of  us,  worry 
about  us,  protect  us.  So,  we're  proud  to  sav,  when  it  comes  to  sajeguard 
mcj  drivers,  at  FORD  MOTOR  C  OM  PA  N  Y  our  maternal  instinct  becomes 
very  apparent.  You  can  feel  it  in  our  traction  control  system.  And  in 
our  ANTl-lOCK  BRAKES.  It's  why  DUAL-AIR  BAGS*  are  standard  on  all 
our  cars.  And  why  our  ROADSIDE  ASSISTANCE  is  available  24  hours  a 
day.    We're   also    developing    remarkable    Intelligent    Vehicle  Technologies 

•  ^hJ,.  ,UM  u'ur  Ml 


S  E  D  ^' "  ^^'^  SAP  ETY 


lord  Sulcn  hnfimcc,-.  Km, nil        1 A Sui ,  /'./h;.i,  u.  /.-w.r 


;e    our    Vision    Enhancement    Sjstem    —   to    help    drivers    when  ''mother" 
tu  re   acts   up.    All   this   might   he   considered   a   little   obsessive.    But  at 
-J  /Motor  Company,   we  believe  such  commitments  to  safety  and  security 
11  enhance  the  quality  oj  all  our  lives.   Besides,  it's  for  your  own  good. 


Ford     ♦     Ford  Trucks 


Lincoln     •  Mercury 


Quality   is    job  1 


weCM^elpyou 

"^"^  FREE  AIR  TRAVEL 


Nationwide 
Plane  Transportation  For  CANCER  Patients 
To/From  Treatment  Centers 

Call  914  328-1313 


-for-profit  service 

CORPORATE  AMGEL  METWORK,  INC.  Westchester  County  Airport,  Building  One,  White  Plains,  NY  10604 


BROUGHT  TO  YOU  BY 


your; 


Beyond  news.  Intelligence. 


FAX 


Machine 


eans  Business ! 

Opportunities!  Information!  Partners!  Contacts! 


over  90  million  fax  machines  in  the  world, 
find  out  how  to  use  yours  to  reach  an  audience  of 
internatioiial  businesses.  . 


Call:  l-!MM)-76(»-l  I 

We'll  send  you  everything  you  need  to  get  started. 

[by  fax,  of  course] 


Special  Report 


disseminate  information  once  available  only  to  big  compa- 
nies. Market  researcher  Interco  Corp.  in  Norwalk,  Conn., 
estimates  that  22%  of  online  users  now  tap  such  extra-cost 
services,  up  from  16%  a  year  ago.  "If  you're  a  little  bit 

savvy  and  familiar 
with  online-research 
techniques,  you  can  go 
a  long  way,"  says  In- 
terco research  analyst  Mark  Snowden. 

The  Internet  and  online  services  are  more  than  electronic 
libraiies  and  a  place  to  hang  yoiu'  home  page.  Want  to  test  a 
new  product  idea  without  committing  to  a  big  purchase? 
Put  it  in  an  electronic  catalog  and  test  the  response.  TSi 
Soccer  Coip.,  a  $20  milUon  Diu'ham  (N.  C.)  sporting-goods  cat- 
alog company,  uses  an  electronic  version  of  its  catalog  to 
test-market  ideas  and  trends  before  a  shce  of  its  customers. 
"We  can  do  things  with  a  Web  catalog  that  we  couldn't  do 
with  paper,"  says  Robert  Brown,  TSi's  du-ector  of  international 


sales.  What  things?  Experimenting  with  gear  from  uiii' 
suppliers,  say,  or  posting  updates  to  the  printed  catalou;.  i 
inventory  of  a  ceilain  brand  of  jersey  arrives  after  th*- 
log  ships  and  TSi  discovers  the  shirts  iiin  large,  it  can  i 
notice  onhne,  thus  reducing  costly  returns. 

Want  to  run  a  focus  gi'oup  in  a  new  mai'ket  but 
have  the  money  to  hire  consultants?  Find  a  bulletin  ! 
serving  your  target  geogi'aphic  market  or  post  requesth 
newsgi-oup  where  you  think  you're  hkely  to  find  the 
kind  of  prospects.  The  Internet  is  cmrently  awash  in  coi 
designed  to  collect  E-mail  addresses  and  profiles  of  net 
denizens — but  you  have  to  cast  youi-  net  carefully  (page 
AGILE.  The  bottom  line  is  that  online  services  ai'e  levelinl 
bamers  to  reaching  mass  markets  for  small  companies,] 
David  L.  Birch,  president  of  small-business  researcher 
netics  Inc.  With  millions  now  connected  to  online  service; 
as  AOL,  Prodigy,  CompuServe,  and  the  Microsoft  Net 
company  size  becomes  iiTelevant  to  deUvering  a  new  prj 

  or  service,  he  says.  "Fri 

marketing  point  of  view 


INTERCONTINENTAL  FLORIST 

 Business  is  blooming,  thanks 

It  was  the  bonsai 
problem  that 
proved  the  value  of 
telemarketing  for 
William  J.  Marquez. 
The  Orlando  florist 
recently  bought 
10,000  bonsai  trees, 
thinking  he  could  lei- 
surely sell  them 
through  his  catalog. 
But  he  discovered 
that  the  diminutive 
trees  require  costly 
care,  such  as  thrice-a- 
week  soakings.  If  he 
couldn't  move  them 
fast,  he  would  lose 
money  on  the  trees. 

So  Marquez  put  all 
of  his  electronic  outlets  to  work.  He 
cranked  out  a  ban-age  of  faxes  to  clients, 
used  an  800  number  that  promotes  dis- 
counts— regulars  know  to  call  for  his  spe- 
cials— and  promoted  the  tiny  trees 
through  an  electronic  catalog  on  the 
Internet.  Two  months  later,  Marquez  is 
breathing  a  sigh  of  relief:  "We  wei'e  able 
to  make  a  profit  and,  at  the  same  time, 
acquii'e  new  customers." 
NATIONAL  EXPANSION.  This  is  a  business 
that  technology  has  helped  cultivate.  In 
1993,  Marquez,  a  former  travel  consul- 
tant, acquired  a  low-tech  florist  shop  do- 
ing $144,000  in  local  sales.  He  used  tech- 
nology to  refocus  it  on  nationwide  sales, 
relying  on  MCi  Communications  and  tele- 
marketing consultants  to  advise  him. 
This  year,  sales  should  hit  $11  million, 
and  Intercontinental  Florist  Inc.  is  any- 
thing but  local.  Even  though  he  has  ex- 
panded to  five  stores  in  the  Orlando  area, 


MARQUEZ:  The  Net  helped  him  snag  those  his  ads  missed 


90%  of  sales  come  from  outside  Florida. 

The  key  is  constantly  building  a  hst  of 
solid  customers.  Today,  Marquez  can 
reach  up  to  25,000  businesses  overnight 
using  a  fax  service.  Using  detailed  logs  of 
sales  via  800  numbers,  Marquez  can 
quickly  redirect  advertising  to  mai'kets 
where  response  is  highest.  A  dedicated 
nontechie,  he  went  on  the  Internet  in 
March  to  reach  people  who  wouldn't  see 
his  catalogs  oi'  ads.  After  spending  about 
$15,000,  "we  just  started  to  break  even 
on  the  InteiTiet,  but  it's  way  ahead  of 
projections,"  says  Marquez. 

Next  up,  he's  planning  to  couple  his 
telemarketing  to  a  nationwide  database  of 
telephone  numbers.  The  database  offers  a 
way  to  track  customers  automatically.  "At 
the  rate  we're  growing,  this  could  be  a 
$100  milhon  business,"  says  Marquez. 
From  an  electi'onic  seed,  big  flowers  may 
now  bloom. 


just  as  good  as  the  giant* 
better,  because  I  don't  ha 
go  through  38  committe 
move  quickly  and  reach  a 
group  of  people,"  says  Bir 

On  the  Net,  tiny  Tsi 
like  one  of  the  big  boys, 
company  uses  its  electron  i 
alog  to  foster  an  image 
sav\'y  soccer  insider  by  doi 
space  on  its  World  Wide ' 
site  to  a  fan  club  of  the 
National  Soccer  Team  am 
ing  scores  of  Japanese  s 
games.  Both  moves  encm 
regular  visits  to  its  elect 
catalog  and  bui'nish  the 
ny's  reputation,  says  Bruv 

Never  done  market  res 
before?  Hundreds  of  coni| 
conduct  electronic  inforii 
searches,  market  studies 
analyses  using  online  netv 
Houston's  Research  On 
International  Inc.  uses  tl 
ternet  to  gather  data  foi 
tom  market  studies  and 
petitive  analyses  costii 
little  as  .$500.  ""The  Intel' 
bi'inging  the  price  of  inli 
tion  down,"  says  Res 
On-Line  President  Jon; 
Lack,  whose  company 
helped  small  businesses  1; 
marketing  campaigns  o 
Internet. 

Whether  hunting  fui' 
business,  checking  out  tlu 
petition,  or  launching  a 
tomer  promotion,  small-lw 
owners  are  no  longer  tt 
logically  challenged.  Nov, 
technology  available  equ; 
small  and  big  companie. 
race  can  go  to  the  fleet i 
foot — and  not  always  to  tl 
test  of  wallet. 

By  Gary  McWil 
in  H, 


JVING  LESSONS,  WHARTON  STYLE. 


Wharton's  George  Day  coined  the  term 
"market-driven  strategy,"  used  today 
iiji    by  companies  worldwide. 


)  successfully  drive  your  business,  you  have  to  be 
letitively  focused  atifl  customer  focused.  It's  a 
1  too  many  people  forget. 

ot  George  Day,  Wharton  marketing  professor.  He 

iuced  "market-driven  strategy"  to  the  business 

)ular^'.  It's  one  of  the  many  innovative  ideas  that 

been  developed  by  our  wodd-class  faculty. 

i  the  oldest  business  school  in  the  wodd,  Wharton 

een  at  the  frontier  in  finance,  international 

ess,  management,  strategy'  and  marketing.  Driven 

acuity  with  unparalleled  depth  and  breadth,  the 


School  is  helping  many  organizations  negotiate  the 
tricky  turns  of  global  business  in  the  199()'s. 

This  rich  tradition  of  innovation  is  the  foundation  for 
our  executive  education  programs,  which  incorporate  a 
unic|ue  blend  of  scholarly  excellence  and  real-wodd 
pragmatism.  These  insightful,  dynamic  courses  offer 
business  people  the  opportunity  to  refocus  and  refuel. 

Are  you  running  low  on  new  ideas  to  drive  your 
business.'^  Come  to  Wharton  Executive  Education. 
Then  put  what  you  learn  into  action  and  watch  your 
company  pull  away  from  the  field. 


□  Integrating  Finance  and  Marketing:  A  Strategic  Framework 
February  4 -9,  1996 

□  Finance  and  Accounting  for  the  Non-Financial  Manager 
January'  14  -  19,  1996  •  March  17-22,  1996  •  May  19  -  24,  1996 

□  Sales  Force  Management 
March  3 -8,  1996 

□  Strategic  Alliances 

December  18  -  22,  1995  (Bombay)  •  March  24  -  27,  19% 

□  Liberating  Leadership:  Leveraging  the  Power  of  a  Diverse  Workforce 

March  17  -  22,  1996 

□  Wharton  Executive  Negotiation  Workshop:  Bargaining  for  Advantage 
April  14- 19,  1996 

1  today  for  a  complete  catalog  listing  over  thirty  different  courses  focusing  on  dex  eloping  leaders,  strategies  for  growth, 
g  financial  advantage,  healthcare  management  and  managing  the  enterprise:  1-800-255-EXEG,  Ext.  164L  Or  you 
ie  e-mail:  execed@wharton.iipenn.edu.  (Wharton's  world-wide  web  home  page  is:  http://www.wharton.upenn.edu/) 


Wharton 


Executive  Aresty  Institute  of 

Education  Executive  Education 


)uth  38th  Street,  Philadelphia,  PA  19104-6359  'pj-,^.  Wharton  School 

J55-EXEC  ext.  1641  •  (215)  898-1776  ext.  1641  •  FAX  Attn:  Dept.  1641  (215)  386-4304  University  of  Pennsylvania 


Personal  Business 


EDITED  BY  AMY  DUNKIN 


BEFORE  YOU  DOUBLE  UP 
ON  DEGREES-THINK  TWICE 

G 


etting  an 
MBA  from  a 
quality  in- 


stitution can  be  a 
two-year  battle. 
So  why  would  aii> 
sane  individual 
want  to  endui'r 
what  might  well 
be  called  an  mba 
for  masochists — a 
joint-degree  pro- 
gi'am  that  will  al- 
low the  truly  am- 
bitious to  earn  two 
advanced  degrees 
simultaneously? 

With  the  "hunt 
for  MBA  students 
ever  more  compet- 
itive, business 
schools  are  aggi'es- 
sively  expanding 
joint-degree  offer- 
ings in  hopes  of  at- 
tracting hypeiTnoti- 
vated  people  eager  to 
complete  gTOeling  courses  of 
study.  By  doubling  up,  stu- 
dents can  earn  two  degrees 
in  less  time  than  it  would 
take  to  gain  them  separately. 
They  can  also  chop  off  about 
a  year's  tuition  for  the  sec- 
ond degree. 

SCRUTINY.  Besides  the  more 
typical  programs  that  grant 
a  degi'ee  in  law  or  medicine 
along  with  an  MB  A,  schools 
are  creating  a  variety  of  new 
combinati(jns.  MBAs  with  man- 
ufactui'ing,  nursing,  or  envi- 
ronmental studies  are  among 
the  most  recent  combos,  re- 
flecting the  gi'owing  concern 


with  the  business  side  of 
these  fields.  The  University 
of  Southern  California  has 
come  up  with  one  of  the 
quirkiest:  an  mba  with  a  PhD 
in  dental  surgery. 

Before  you  even  consider  a 
dual  degree,  be  forewarned 
that  such  progi'ams  require 
far  more  effort  than  a 
sti'aight  business  diploma.  In- 
deed, simply  getting  accepted 
to  such  programs  can  be  a 
chore.  Most  universities  re- 
quire students  to  apply  separ- 
ately to  both  the  business 
school  and  the  second  school 
of  interest.  Admissions  direc- 


tors heavily  scrutinize  those 
applications.  "We  are  much 
more  critical  of  a  joint-degree 
applicant's  motivation,"  says 
Steve  Christakos,  director  of 
admissions  at  Northwestern 
University's  J.  L.  Kellogg 
Graduate  School  of  Manage- 
ment. "We  want  to  know 
why  they  want  both  skill 
sets.  On  placement,  I  think 
companies  ai'e  doing  the  same 
thing." 

Once  through  the  doors, 
you  can  expect  to  pay  plenty 
for  the  privilege  of  working 
yourself  silly.  At  Harvard 
University,  it  costs  $85,960 


EDtlf^ATION 


The  huge  investment  in 

^r's/MBA  won't  guarantee 
fiore  job  opportunities 


and  four  yea: 
study  to  gai 
mba  with  a  la 
gree,  almost 
as  much  as  ai 
alone  (but  $2 
less  than  if 
earned  them 
ately).  It  mu 
noted  that 
joint-degree  t 
requii'e  one,  U 
even  three 
years  to  con 
than  the  conve 
al  two-year 
forcing  joint-d 
seekei's  to  pay 
in  tuition  alonj 
the  cost  of  lo; 
year  or  mo 
work. 

GRILLING.  If 

think  such  a 
investment  \\i 
you  a  higher-j: 
job,  think  again, 
starting  salaries  of  joi 
gree  graduates  are 
more  than  those  of  the 
gle-degree  mba  counter 
according  to  placemen 
cials.  This  year,  three 
joint-degi'ee  graduates 
eight  registered  their 
ing  salaries  with  the  U 
sity  of  Virginia's  D 
School  of  Business  Ad 
tration.  The  average:  $^ 
nearly  $6,000  less  th 
avei-age  fetched  by  Da 
mba  gi'ads. 

While  some  student 
tend  that  an  extra  c 
broadens  the  range  of 
tunity  for  employment, 
have  to  justify  to  reci 
why  they  bothered  goi 
a  second  diploma.  "Y( 
gi-illed  harder  in  some 
views,"  says  Ai'lene  H( 
who  is  entering  her 
and  final  year  of  a  jo 
gree  track  in  businef 
law  at  Duke  University 


1(1  up  spending  a  lot 
explaining  to  recruit- 
'  you're  getting  both 

;  not  surprising  since 
)ply  of  joint-degree 
es  is  still  low:  Only  a 
dred  students  are  en- 
1  these  programs  na- 
Stanford  University 
)ut  just  26  gi'aduates 
al  degrees  this  year, 
estern  University 
ed  11  students,  up 
e  in  1990. 

IONS?  A  recruiter  at 
ey,  which  typically 
the  largest  starting- 
ckages  in  front  of 
ys  that,  at  best,  joint 
have  a  "neutral  to 
positive"  effect  cn  the 
ig  firm's  choices.  She 
at  regardless  of  de- 
[  campus  hires  enter 
pany  at  the  same  sal- 
there  is  no  evidence 
ite  that  joint-degree 
get  promoted  faster 
higher  positions, 
gi'ads,  after  being  in 
rkforce  for  a  few 
ften  lind  a  combina- 
rree  overkill.  "Quite 
\  where  I  am  right 
kind  of  like  chiving  a 
;h  a  sledgehammer," 
Ad  Donaldson,  owner 
Bysiewicz-Donaldson 
in  Manchester,  Conn., 
987  gi-aduate  of  the 
law  and  business 
"If  I  knew  in  1983 
be  running  an  insur- 
incy  in  1995,  I  prob- 
ildn't  have  gotten  the 
egi-ee." 

ly  would  anyone  go 
the  trouble?  "Getting 
degree  is  confining," 
Joel  Tauber,  a  South- 
ich.)  manufacturing 
;neur  who  received 
MBA  and  law  de- 
)m  the  University  of 
I.  "It  does  not  give 

ability  to  broaden 
izon."  Tauber  recent- 
id  $5  million  to  the 
y  to  launch  a  manu- 
■  institute  that  inte- 
n  MBA  with  a  mas- 
i  engineering  or 
uring.  Michigan  now 

MBA-combo  degi'ees, 
14  five  years  ago. 


But  many  grad  students 
enter  dual  programs  as  a 
shortcut  to  gaining  two  di- 
plomas. Schools  generally 
shave  credits  off  of  their  mba 
curriculum  and  the  second 
degree,  allowing  students  to 
gain  a  pair  of  advanced  de- 
grees while  shortening  their 
academic  stints  by  a  year.  At 
the  same  time,  the  most  suc- 


Kerr,  who  is  one  of  only 
three  1995  use  graduates 
with  the  MBA  and  real  estate 
joint  degree,  says  he  beat  out 
mbas  fi'om  Stanford  Univer- 
sity and  the  University  of 
California  at  Los  Angeles  for 
his  job  because  his  employer 
"valued  the  second  degree. 
My  course  of  study  opened 
up  a  whole  new  set  of  op])or- 


voted  to  teaching  and  re- 
seai'ch  at  the  school  of  natural 
resources.  "It  has  always  been 
too  much,  but  it  has  never 
reached  the  point  where  I  felt 
like  bowing  out  of  the  pro- 
gram," Hardy  says.  He's  stick- 
ing with  it  because  he  be- 
lieves the  extra  degree  will 
help  him  advance  more  quick- 
ly in  the  environmental  field. 


An  MBA  with  a  Master's  on  the  Side 


SCHOOL/CITY 

COLUMBIA  U. 
NEW  YORK 

SECOND  DEGREE 

Master  of  Science, 
Journalism 

YEARS 
2.5 

TOTAL 
TUITION 

$43,519 

DESCRIPTION 

Requires  45  business  credits 
and  30  in  journalism 

DUKE  U. 
DURHAM,  N.C. 

Master  of  Forestry 
or  Environmental 
Management 

3 

58,600 

Students  spend  one  year  in 
each  school,  combine 
.  disciplines  in  third  year 

EMORY  U. 
ATLANTA 

Master  of  Divinity, 
Theology 

4 

39,305 

School  waives  13  hours  of 
MBA  requirements 

HARVARD  U. 

CAMBRIDGE,  MASS. 

Juris  Doctor 
(law  degree) 

4 

85.960 

Students  take  one  year  apiece  in 
each  discipline,  then  combine  them 

UCLA 

LOS  ANGELES 

Master  of  Art, 
Urban  Planning 

3 

17,500 

Up  to  24  of  the  36  required 
courses  can  be  taken  in  the 
Anderson  School  of  Management 

U.  OF  CHICAGO 

CHICAGO 

Master  of  Science, 
Physical  Sciences 

2,5 

51,600 

After  taking  14  courses  in 
the  business  school,  students 
focus  on  physical  sciences 

U.  OF  IOWA 
IOWA  CITY 

Master  of  Art, 
Library  and 
Information  Science 

3 

29,766* 

Focus  is  on  the  financial 
issues  that  affect  library 
management 

U.  OF  MICHIGAN 
ANN  ARBOR 

Master  of  Science, 
Engineering,  or 
Master  of  Engineering, 
Manufacturing 

2 

41,300* 

Requires  summer  internship 
with  domestic  or  foreign 
;  manufacturing  companies 

U.  OF  PENNSYLVANIA 

PHILADELPHIA 

Medical  Doctor 

5 

123,000 

Helps  physicians  participate  in 
health-care  management 

U.  OF  VIRGINIA 
CHARLOHESVILLE 

Master  of  Art, 
Government 

3 

54,831* 

For  students  interested  in  global 
business  and  foreign  affairs 

"  Out-of-state  tuition;  state  residents  pay  one-third  to  one-half 

DATA:  BUSINESS  WEEK 

cessful  programs  integrate 
the  curriculums  of  the  two 
schools,  letting  faculty  fi-om 
both  discipUnes  work  togeth- 
er to  create  innovative 
courses  that  merge  the  two 
fields. 

Sometimes  that  collabora- 
tion really  pays  off.  Bentley 
Kerr,  who  received  his  mba 
and  master's  in  real  estate 
development  from  use  this 
past  spring,  is  working  for  a 
diversified  real  estate  compa- 
ny in  Brentwood.  Cahf.,  and 
making  about  15%  more  than 
the  average  starting  salary 
for  use's  mba  graduates. 


tunities."  Cai'lton  Hanis,  who 
gi'aduated  from  Duke  in  1980 
with  business  and  forestry 
degi'ees,  got  five  job  offers 
du'ectly  after  school  and  at- 
tributes his  first  promotion  in 
1983  and  15  successftil  years 
with  Scott  Paper  in  large 
part  to  his  joint  degi-ee. 
PRIORITIES.  Still,  working  on  a 
pair  of  degi'ees  at  once  is 
daunting.  Paul  Haixly,  who  is 
now  enteiing  his  third  and  fi- 
nal year  of  an  enwonmental 
sciences  joint-degree  program 
at  Michigan,  tackle<:l  a  full  load 
of  mba  courses  last  year  along 
with  27  hours  each  week  de- 


Things  may  not  work  out 
the  way  Hardy  hopes  they 
will,  however.  Administrators 
and  graduates  say  those 
seeking  a  second  degree 
largely  to  beef  up  their  re- 
sumes or  fast-forward  their 
march  through  the  coi-porate 
ranks  have  their  priorities 
wTong.  "I  don't  think  the  ex- 
tra credential  makes  it  worth 
it.  I  think  the  extra  knowl- 
edge does,"  says  Michigan 
Business  School  Dean  B.  Jo- 
seph White.  If  you're  in  it  for 
the  added  material  rewards, 
you're  probably  wasting  your 
time.  Elias  Levenson 


Personal  Business 


VINTAGE  STOCKS  THAT 
STAND  THE  TEST  OF  TIME 


Pay  $30,000  to  own  a 
BMW-a  car  with  name 
recognition  and  a 
reputation  for  per- 
formance— and  be  known  for 
your  discerning  taste.  Pay  30 
times  earnings  for  a  stock 
with  the  same  attributes, 
and  be  labeled  a  fool. 

People  are  willing  to  pay 
incredible  prices  for  ceitain 


ing  to  a  study  by  Jeremy  Sie- 
ge], a  finance  professor  at  the 
University  of  Pennsylvania's 
Wharton  School  of  Business. 
The  study  focused  on  the 
"Nifty  50,"  a  gi'oup  of  large- 
cap  stocks  such  as  Coke, 
Philip  Morris,  Gillette,  and 
Merck,  made  famous  in  the 
bull  market  of  the  late  1960s 
and  early  1970s  when 
their  price-earnings 
ratios  soared  to 


gued  at  the  time.  Yet  despite 
that  assessment,  McDonald's 
dividends  and  earnings  have 
increased  annually  for  the 
past  30  years.  Even  investors 
who  bought  high  in  1970 
and  held  on  through  1995, 
Siegel  says,  would  have 
gained  more  than  18%-  a  year. 

Siegel  is  not 
alone  in  sup- 
porting back-to-the-future  in- 
vesting. "The  bygone  era  of 
one-decision  stocks  may  have 
begun  anew  when  Warren 


SMART  MONEY 


things,  but  stocks  aren't  al- 
ways among  them.  Invest- 
ment manager  Benjamin  Gra- 
ham and  Columbia  University 
finance  professor  David  Dodd, 
the  pail'  who  wi'ote  the  value- 
investing  bible  back  in  1934, 
made  bargain  shoppers  out 
of  Wall  Street's  best  and 
brightest,  many  of  whom 
wouldn't  consider  buying  a 
stock  trading  at  more  than 
20  times  earnings. 
GOOD  VALUE.  That  search  for 
value  has  prompted  many  in- 
vestors in  recent  years  to  fix- 
ate on  trendy  sectors,  such 
as  biotechnology  and  elec- 
tronics, and  bypass  old-time 
corporate  giants.  But  some 
respected  investment  pros 
are  saying:  Don't  overlook 
the  Coca-Colas,  Johnson  & 
Johnsons,  and  other  perenni- 
al performers. 

While  people  may  dismiss 
them  as  past  their  prime  or 
too  pricey  now,  good  old-fash- 
ioned gi'owth  companies  are 
often  the  best  value,  accord- 


50  or  more.  These  blue-chips 
are  also  known  as  one-deci- 
sion stocks,  the  kind  you  buy 
but  never  sell.  The  original 
50  varied  slightly  by  institu- 
tion, but  many  of  the  same 
names  turned  up  on  all  lists. 

By  tracing  the  price,  earn- 
ings, and  retmTis  of  the  Nifty 
50  (as  defined  by  Morgan 
Guaranty  Ti'ust)  from 
1970  through  1995,  Siegel 
found  that  even  with  ex- 
traordinarily high  p-e's, 
these  equities  outper- 
formed the  stock  market 
over  the  long  term.  An 
equally  weighted  portfo- 


Buffett  an- 
nounced this  year  that  Coca- 
Cola  is  a  peiTnanent  holding 
of  Berkshire  Hathaway,"  says 
Morgan  Stanley  investment 
strategist  Thomas  McManus. 
Analysts  such  as  McManus 
cite  numerous  members  of 
the  Nifty  50,  including  Walt 
Disney,  PepsiCo,  and  General 

Stocks  with 
Staying  Power 


monthly)  exceeded  a  val- 
ue-weighted market  port- 
folio by  37%  from  Decem- 
ber, 1970,  through  May, 
1995.  For  example,  at  the 
market  peak  in  December, 
1972,  the  p-e  of  McDon- 
ald's was  71,  a  ridiculous- 
ly high  ratio  for  a  chive-in 
bui'ger  chain,  analysts  ar- 


COMPANY 

25-YEAR 

TOTAL 

RETURN* 

5-YEAR 

TOTAL 

RETURN*' 

PHILIP  MORRIS 

21.03% 

17.29% 

MCDONALD'S 

18.35 

27.98 

PEPSICO 

17.12 

19.27 

COCA-COLA 

16.19 

28.43 

GILLEHE 

15.90 

29.14 

WALT  DISNEY 

15.71 

20.36 

MERCK 

15.17 

20.24 

GENERAL  ELECTRIC 

13.76 

23.32 

JOHNSON  &  JOHNSON 

13.58 

22.18 

'Annualized  from  December,  1970,  to  May,  1995 
"As  of  Nov.  2, 1995 

DATA:  JEREMY  SIEGEL;  BLOOMBERG  FINANCIAL  MARKETS 


Electric,  as  contenders 
morrow's  market  leade 

You're  not  likely  to 
quick  buck  investing  ir 
ran  growth  companie 
the  potential  for  cont 
appreciation  is  there 
think  of  your  portfol 
way  you  do  a  college 
tion:  Use 
50  blue 
to  build  a  core  curri 
and  save  the  biotech 
for  electives.  "Over 
what  will  do  better 
.j&.j  or  Procter  &  Gai 
says  Hersh  Cohen,  m; 

at  the  Smith  Barne 
■•i,     preciation  Fund. 

POTENTIAL.  On( 
sion  wonders 
few  things  in 
mon:  good  m 
ment,  strong 
chises,  and 
name  produc 
allow  ther 
;  charge  more 
their  competit 
essentially  the 
product,  Mc' 
says.  Look  for  ea 
and  dividend  gro\ 
10%  to  15%  per  year 
least  25  years — althouj 
gel  concedes  that  on 
downturn  is  acceptabl( 
earnings  are  importai 
future  potential  is  c 
"The  main  mistake  im 
make  is  not  overp 
but  overestimating  a 
ny's  future  growth 
says  David  Alger,  pn 
of  Fred  Alger 
Management. 

Not  all  of  the 
were  winners  ovei 
so  it's  important  to 
sify  witliin  the  groi] 
example,  Xerox  si 
$180  in  1972;  todaj 
$130.  Polai-oid  and 
tered,  too.  Portfolio 
weighted  in  such  "J 
ing"  technology  con 
fared  much  worsi 
those  with  a  mix  (| 
retail,  drag,  food, 
tertainment  stocksl 
still  want  to  seaij 
dynamic  new  comj 
But  don't  get  so 
by  today's  upstar 
you  pass  up  the  std 
of  old.  Kerry] 


HEUO  WORLDi 


psims"  PROVIDES  small  businesses  with  ^ 

THE  MOST  COMPREHENSIVE,  AFFORDABLE  WORLD  WIDE  WEB 
SOLUTION  AVAILABLE  ANYWHERE.  . 

'  You  know  your  organization  needs  global  exposure.  But  you  don't  want  to  pay  hefty  fees  for 
each  person  who  visits  your  site.  It's  too  hard  to  budget  for...  and  too  costly. 

As  a  PSI  Web  subscriber,  your  monthly  rate  is  based  solely  on  the  specific  content 
of  your  Web  site,  so  your  costs  are  easy  to  budget  and  completely  up  to  you  to  control. 
And  you  can  change  the  content  as  often  as  you  like  -  FREE. 

We'll  even  help  you  promote  the  site  for  free,  by  posting  your  home  page  in 
high-traffic  Web  locations  on  a  rotating  basis. 

What's  more,  PSII/Ueb's  exclusive  WebConnect^"  program  will  enable  you  to  provide  dial-up 

Internet  access  to  your  important  customers  and  hot  prospects.  A  service 
:  they're  sure  to  appreciate.  Even  better,  PSIWer's®  interRamp'"  software  will  automatically 
'       display  your  home  page  first,  each  time  they  log  on,  so  you'll  always  be  the  first 
thing  they  see.  And  since  your  site  will  be  running  on  our  server,  you'll  never  have  to 

worry  about  security. 

.    Best  of  all,  the  PSIIVes  service  takes  full  advantage  of  PS\Net-  the  largest  and  best 
public  Internet  network  in  the  world.  So  give  your  organization  the  global  exposure  you 
know  you  need  today.  Otherwise,  the  world  could  pass  you  by.  To  find  out  more,  call 


1-800-419-4932. 


Dept.  613 


PSINet  THE  internet  starts  here 


Internet  E-Mail:  psinet-info@psi.com  -  World  Wide  Web:  http://www.inter.net/  •  PSIA/£Tfaxserver:  1-800-329-7741 


Personal  Business 


PICKING  THROUGH  THE 
BENEFITS  MAZE 


BENEFITS 


Election  day  may 
have  passed,  but  mil- 
lions of  Americans 
still  have  important 

votes  to  cast.  This  is  the  time 
when  employees  must  make 
their  benefits  designations 
for  the  new  year.  As  the 
stampede  toward  managed 
care  accelerates,  many  work- 
ers will  be  seeing  new  and 
unfamiliar  op- 
tions on  their 
benefits  menus,  be  they 
point-of-service  plans,  which 
allow  people  to  use  physi- 
cians not  affiliated  with  a 
network,  or  health  mainte- 
nance organizations,  which 
restrict  the  choice  of  doctors. 
"Generally,  employees  face  a 
choice  of  two  to  eight  health- 
plan  options  during  every 
open  enrollment  period," 
says  Emmett  Seaborn,  a 
principal  in  the  Stamford 
(Conn.)  office  of  benefits  con- 
sultant Towers  Perrin,  based 
in  New  York. 

Given  the  bevy  of  alterna- 
tives, extra  planning  is  in  or- 
der. The  core  of  any  decision 
on  benefits  comes  down  to  a 
series  of  personal  questions. 
How  healthy  are  you  and 
members  of  your  family? 
How  much  coverage  can  you 
afford?  Is  major  surgery 
on  the  horizon,  or  a 
new  baby?  Do  you  have 
a  satisfactory  relation 
ship  with  a  doctor?  If  so, 
is  the  physician  part  of 
one  of  the  networks  on 
your  company's  list? 

It  may  not  be 
simple    to  match 
your  wish  list  with 
one  of  the  offered 
plans.  In  a  recent 
Towers  Perrin 
survey   of  1,081 
Americans,  two- 
thirds  said 
they  needed  to 
become   better  in- 
formed  about  the 


quality  of  doctors,  access  to 
specialists,  and  other  elements 
in  theii'  health  plans.  And  66% 
said  it  would  be  "very  valu- 
able" if  they  could  see  hospital 
customer-satisfaction  ratings. 
QUALITY  CHECK.  Fortunately, 
some  companies  such  as  gte, 
Xerox,  Motorola,  and  PepsiCo 
are  providing  "scorecards" 
that  can  help.  For  example, 
they  rate  plans  against  re- 
gional and  national  norms  on 
such  things  as 
the  percentage  of 
women  of  certain  ages  who 
received  mammogi-am  screen- 
ings or  the  i)ercentage  of  chil- 
dren under  age  2  who  wei'e 
given  recommended  immu- 
nizations. Ratings  may  be 
based  on  standards  deter- 
mined by  the  National  Com- 
mittee for  Quality  Assurance 
(Nt'QA),  a  private  nonprofit  or- 
ganization that  I'eports  on  the 
quality  of  managed-care 
plans,  and  the  Healthplan 
Employer  Data  Information 
Set  (HEDis),  a  list  of  perfor- 
mance measures  coordinated 
by  NCQA. 

GTE,  for  in.stance,  uses  a 
three-diamond  scoring  sys- 
tem— the  lowest  score  indi- 
cates needs  improvement,  fol- 
lowed by  average  quaUty  and 
superior  quality — to  rate 
plans  on  participant 
ygf  satisfaction,  pre- 

\    ventive  care,  sur- 
gical care,  and 
other  factors. 
Based  on  HEDIS 
data,  GTE 


has  also  given  15  hmos  out 
of  the  125  it  offers  its  "Ex- 
ceptional Quality  Designation" 
and  has  eliminated  37  hmos 
from  its  roster  during  the 
past  three  years  because  they 
didn't  pass  muster. 

Employees  who  move  into 
managed  cai^e  from  an  indem- 
nity plan  should  rethink  the 
amount  they  put  into  flexible 
spending  accounts.  Money  set 
aside  in  an  fsa  to  pay  medi- 


available  for  a  fee.  "Typ 
a  company  can  get  su 
mental  life  insurance  at  [ 
rates,  which  are  less  e: 
sive  than  if  [an  empL 
had  to  buy  it  on  an  indi^ 
basis,"  says  Don  Gasp 
managing  director  at 
Management  Group,  a  Pj 
ton  (N.J.)  health-care  co 
ing  fiiTn.  Many  of  these 
ages  allow  workers  to 
the  insurance  with 


What  to  AskV/hen 
Redesigning  Your  Package 

HEALTH  COVERAGE  If  you're  considering  a  managed-ca 
option  over  a  traditional  indemnity  plan,  does  it  offer  a  I 
selection  of  primary-care  doctors  and  specialists  in  your 
area — or  can  you  use  doctors  not  affiliated  with  the  net- 
work? Does  it  cover  preventive  screenings  for  conditions 
such  as  high  cholesterol  and  breast  cancer? 

SUPPLEMENTAL  LIFE  INSURANCE  Does  your  employer 
fer  supplemental  group  life  rates  that  are  better  than  wh 
you  can  get  as  an  individual?  Has  your  marital  status 
changed,  or  do  you  anticipate  the  birth  of  a  child,  neces 
fating  additional  coverage? 

SUPPLEMENTAL  DISABILITY  INSURANCE  In  the  event  o1 
calamity,  how  long  could  you  live  off  the  short-term  disabil 
coverage  the  company  provides  for  free? 

LONG-TERM  CARE  INSURANCE  If  you're  under  40~  are 
willing  to  gamble  that  the  coverage  you  buy  today  will  b( 
adequate  40  years  from  now?  Does  the  plan  contain  rea 
able  long-term  inflation  assumptions?  is  there  coverage 
your  elderly  parents? 

DATA;  BUSINESS  WEEK 


cal  bills  is  sheltered  from  all 
taxes,  but  unused  amounts 
will  be  forfeited.  Since  pa- 
tients generally  spend  less 
out-of-pocket  under  managed 
care  plans,  you  might  reduce 
your  FSA  contributions. 
SUPPLEMENTAL.  For  most  ac- 
tive employees,  there  are 
many  other  benefit  choices  to 
make  this  time  of  yean  Com- 
panies ty]3ically  provide  some 
life  insurance  and  short-term 
disability  coverage  for  free. 
But  chances  are  these  gi-atis 
plans  won't  cover 
you  in  the  event 
of  a  major  long- 
term  catastrophe. 
As  such,  it's  often 
a  good  idea  to 
take  on  the  sup- 
plemental cover- 
age that  many 
employers  make 


when  they  leave  their 
ent  employer. 

More  companies  ar 
starting  to  offer  long- 
care  protection,  whic! 
help  pay  for  home  healt] 
or  a  nursing  home  wh 
i-etire.  But  such  coveraj 
be  expensive  and  is  pr- 
not  a  great  bet  for 
workers  under  age  40. 
ing  at  long-term-care 
ance  40  years  down  th( 
when  you  don't  even 
what  health  care  is  gi 
be  doing  two  years  dov 
road  makes  it  a  gai 
says  Gasparro.  Those 
opt  for  the  insurance 
ever,  should  make  sur 
reasonable  inflation  as 
tions  (5%  to  10%  a  yet 
built  in.  Indeed,  when  ( 
ing  your  benefits  poi 
you  need  to  weigh  m; 
sues  before  casting 
votes.  Edwan 


Succeed  in 
Business! 

For  15  years,  we've  been  helping 
companies  like  yours  cut  business  costs 
by  streamlining  accounting  functions, 
reducing  repetitive  data  entry,  closely 
tracking  cash  flow,  and  much  more. 
Now  we've  introduced  Version  7.0, 
offering  hundreds  of  new  features 
requested  by  businesses  like  yours. 
Get  the  competitive  edge. 

Call  800-678-6336  for  a 
FREE  80-page  guide 
to  RealWorld  Accounting  and 
Business  Software. 


Si, 


RealWorld  Corporation 

Quality  solutions  meeting  real  world 
business  needs. 

RealWorld  is  a  registered  trademark  of 
RealWorld  Corporation 


CABLE  READY 


PIANT 


Imagine  being  able  to  see  all  your  real-time  plant  dai 
from  every  source  across  the  company-MRP,  MES, 
SCADA,  PLCs,  MMIs-all  on  one  screen,  through  oi 
familiar  interface.  Introducing  PlantTV,  a  powerful  i 
automation  solution  that  gives  you  live  access  to  the' 
information  you  need  for  faster,  more  effective  deci- 
sions directly  from  your  PC.  Whatever  channel  you 
select,  PlantTV  displays  your  information  in  tables, 
charts,  bar  graphs,  and  countless  other  ways.  Call  us 
800-526-3486  or  fax  617-769-1990  and  get  PlantTV 
on  your  network. 


Intellut^or 


Intellution  is  a  registered  trademark  and  PlantTV  is  a  trademark  ot  Intellution  Inc.  All  oi 
brand  or  product  names  are  trademarks  or  registered  trademarks  of  their  respective  hi  lide 


Orchestra 
MultiSystems 

The  lympani  17"  Monitop-$469.00 

Today's  Windows-based 
corporate  computing  envi- 
ronment demands  cost- 
eftectiveness,  productivity, 
and  ergonomics  from  your 
hardware. 

The  Tympani  17"  monitor 
from  Orchestra  IVIultiSystems 
answers  these  demands  by 
providing  a  17"  screen  for  an  estimated  street  price  of 
$469.  So  for  the  price  of  a  15"  monitor,  you  can  have  a 
17"  SVGA  monitor  for  two-thirds  more  screen  area  and 
a  larger,  more  colorful  display. 

Call  Orchestra  at  (800)  237-9988  to  find  out  more  about 
the  Tympani.  Or  ask  us  about  our  high-performance  1 5" 
&  17"  monitors,  the  Tuba  II  &  French  Horn  II,  our  PCIA/L 
video  adapters,  and  our  direct  corporate  evaluation 
program. 


Share 
CO  ROMs 
Over 
Your 
Network. 


With  CD  NE] 


Meridian's  all-new  CD  Net™  Software  lets  Windows  95, 
Windows  3.x  and  Macintosh  users  easily  access  CD  ROI 
over  the  network— simultaneously! 

No  more  searching  for  CDs,  misplaced  on  someone's  des' 
No  expensive  duplicate  discs  for  every  person  in  the  offio 
No  standing  in  line  with  a  stack  of  CDs ...  and  no  prayer. 

Now  you  can  share  and  manage  your  CD  ROMs  online.  I 
fast  and  it's  virtually  automatic.  With  CD  Net,  information  ^ 
suddenly  at  everyone's  fingertips! 


800/767-2537 
408/438-3100 

http://www.  merldlar)-d8tB.com 


MERIDIAN  DAT 

The  CD  Networking  Leader 


Meridian  Data,  Inc.  •  5615  Scotts  Valley  Drive  •  Scotts  Valley,  CA  95( 

Mendpan  Data  is  a  registered  trademark  and  CO  Net  is  a  trademark  of  Meridian  Data,  Inc  All  other  pro 
names  mentioned  herein  are  trademarks  or  registered  trademarks  of  their  respective  compar 


Trouble  using 
files  &  disks  between 
Macs  and  PCs? 

Obviously,  you've  never  let 
a  DataViz  product  do  it  for  you. 


Conversions  Plus® 
for  Windows 


,e  Mac  disks  in  your  Windows  PC  (or  DOS  disks  in  your  Mac), 
isily  convert  files  between  various  Mac  &  PC  Word  Processing, 
ireadsheet,  Graphics  &  Database  formats  wfiile  maintaining 
'matting  like  bold,  italic,  tables,  etc. 

5nvert  in  either  direction  between  many  different  programs 

e  WordPerfect  &  Wo,d  or  Lotus  &  MS  Works  |1,000's  of  combos'} 

Call  DataViz  now  for  more  info! 

800  -  270  -  0030 

!,  Inc  55  Corpofole  Df ,  Trumbull,  CT  0661  1  Tel,  |2031  268C03O  Fox  (203)  268-4345 


High-Speed,  Page  Printers  for 
"Mission  Critical"  Printing 


'9030 
T9030D 
T9040D 

•  30  and  40  Pages  Per  Minute  (Duplex  Avail) 

•  300,000  Pages  Per  Month 

•  HP®  LaserJet®  Compatibility 

Opt:  PhoenixPage™  PostScript® 

•  High-Volume  Paper  Handling  Options 

•  Straight  Path  for  Heavy  Forms  &  Labels 

•  Low  Cost-Per-Page  for  High-Volume  Jobs 

For  Information  Coll:  MANNESMANN 
1  -800-843- 1 347  Ext  231  Tally 

All  listed  trademarks  are  registered  tradeinarks  of  their  respective  companies. 


easy. . .  Just  point  and  click! 

natter  what  business  you're  in,  start-up  or  '  l\/CBS  _ 
estabiistied,  if  you  can  move  a  mouse,  ^^^^^H 
can  power-up  your  profitability  Tfie  second  you  elicit  on 
con,  NEBS'  exciting  new  software  starts  answering 
itions  vital  to  your  success. 


li^iiGa 


^^^^ 


uv  two,  get  the  third  one  FREE!  QAVP  $50° 
'.gularly  $149.95-NOW  $99.90  *^rtwL.  »#w. 


START 

our  Own 
(usiness 


and  run  a 
'able  business! 


Find  funds  for  a  new 
or  growing  business! 


Spread  the  word  and 
watch  your  sales  sixir* 


QD 


$49.95  B8572D 


$49.95  B8571D 


$49.95 


r,  FINANCE  &  ADVERTISE  BUNDLE  -  B8573D  $99.90 


imnenK  M  K,  Mimm  4MB  >,!  RAM  .'56  CVor  ftsp/oy  &  Wdeo  lu7d, 
■d  emu.  Mndaws  1  IMndom  1 1 1  ar  aiox 


AD  CODE  03164 


for  Optical  Tools  and  High  Tech  Systems 


From  Bio-Engineering  to  Material 
Science  to  Semiconductor 
Production,  Leica's  Microscopes 
are  used  to  clearly  resolve  the  ever 
decreasing  structure  sizes;  Leica 
not  only  offers  microscopes,  but 
also  leading-edge  sample  prepara- 
tion and  integrated  tools  such  as: 


Electron  Beam  Lithography  Systems 
High  Precision  Mask  &  Wafer  Metrology  Instruments 
Wafer  Inspection  and  Review  Stations 
Film  Thickness  Measurement  Tools 
Confocal  Laser  Scanning  Microscopes 
Powerful  Image  Analyzers 
Surgical  Microscopes 

For  detailed  information,  contact  us  by: 
VOICE:  800-248-0123    FAX:  708-405-0030 
E-MAIL:  leica@interserve.com 


Leica  Inc 

I  /  /  Deer  Lake  Road 
Deerfield,  IL  60015 


Everex  STEP  Note  Plus 

The  Portable  Multimedia  Solution 


See  us  at  Comdex  Fall  1995! 

Booth  L482,  LVCC 


75  MHz  or  90  MHz  Pentium'"  prcKesM  n 

8MB  to  40MB  RAM 

25()KB  L2  cache 

32-bit  PCI  bus  with  Windows 

accelerator 

10.4"  DSTN  or  TFT  color  display 
Built-in  16-bit  multimedia  system 
Removable  hard  drive  up  to  1GB 
Removable  floppy  drive,  replaceable 
with: 

-  2X/4X  CD-ROM  dnve 

-  second  battery  pack 
Windows  95  compliant 
2  year  limited  warranty' 

24  hour,  7  day  live  technical  support 


From  $2,399 
1.800.EVEREX.1 


Pentium 


REAP  THE  BENEFITS 
OF  PROCESS 
IMPROVEMENT: 

•  Increased  revenues 

•  Improved  customer  satisfiiction , 

•  Reduced  costs 

•  Global  competitiveness  . 


Introducing  CLEAR  . 
Process,  the  complete 
solution  for  flowcharting 
and  analyzing  yoiir 
business  and 
nuinufacturing  processes. 


\\Mth  CLEAR  Process,  i 
I  Process  Improvement  i 
leasy  steps: 

1 .  Define  your  process  with 
chart 

2.  Analyze  your  process  by  d 
ing  values  for  each  step 

3.  Optimize  the  process 

4.  Simulate  the  process  to  en 
meets  your  objectives  before 

I  invest  valuable  resources 

5.  Report  your  findings  with 
sentation  quality  output. 

Call  today  for  your  informatio 
and  receive  a  FREE  special 
on  the  realities  of  Business  F 
Re-engineering, 


1-800-338-17: 


Fax:  (510)  683  2 1 86.  Technical  Support:  (8()0)  262  33 1 2 

One  ye.if  on  hjirer>  .inj  I  ri>  The  liKcl  Inside  and  I'entmni  priH-Cssnf  logos  jr'  fcgislerexi  Iradernailes  of  Intel  Cofpeiralioi 


CLEAR  Software,  In( 
199  Wells  Avenue 
Newton,  MA  02159  U! 
Voice:  617-965-6755 
Fax:  617-965-5310 
http://www.clearsoft.c( 

I  C  Lb AR  Process  is  a  trademark  of  CL 
I  Soltware.lnc,  (DIW 


MONARCH. 

The  easiest,  fastest  way 
to  access  corporate  data. 

Monarch  turns  existing  report 
files  into  a  rich  database  of 
corporate  information  that  you 
can  view,  sort,  filter,  analyze, 
and  export  to  other  applications. 
So  whether  you  want  to  analyze 
sales,  create  custom  financial 
reports,  sort/filter  personnel 
records,  or  just  get  data  from 
your  company's  mainframe 
computer  into  your  favorite 
spreadsheet  or  database 
program,  Monarch  gives  you 
the  capabilities  you  need.  Since  it  uses  spooled  report  files  that 
come  from  your  company's  mainframe,  minicomputer,  or 
PC  systems.  Monarch  is  much  simpler  and  a  lot  less  costly  than 
implementing  a  data  warehouse,  EIS,  or  decision  support  system. 
Call  today  for  your  FREE  demo  disk. 


1  •800-445-33 11 

Tel  508-658-0040  (outside  U.S.)  Fax  508-988-0105 


Ifreemte 
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REU5YS  A  Name  You  Can  Rely  On. 


"JojuPDiTNG  "Top  100 
4830T  Advantage 

XKS 

)X  KtOO  dpi  optical 
"pass  scanner 
WX  4800  interpolated 
size  Ti"ansparent7 
ipter  for  film, 
es  and  x-ray 
;i-2  interface 
]ge-!n  (Willi  OCR, 
or 

)er  Master 


1.800,749.3966 

ardandcahle  (PC)  are  extra  for  aU  unbundled  scanners.  Your 

'ig  SCSI  hardware  is  probably  compatible,  so  check  with  us  before  you 

ase  equipment  you  don 't  need. 


The  Standard 

inMacOS 

Messaging 


In  the  world  of 
Mac  "OS  electronic 
mail,  CE  Software's 
QuickMair  contains 
everything  you  need  to 
communicate  across  the 
hall  and  around  the 
world  via  the  internet — 
all  in  one  box.  Discover 
a  unique  client/server 
system  that  delivers  a 
world-class  feature  set, 
including  Windows 
connectivity,  while 
remaining  exceptionally 
easy  to  install  and  use.  And 

for  the  E-mail  power  users,  there  are  over  1 30  available  third  party 
solutions  that  will  allow  your  QuickMail  system  to  communicate 
with  practically  everything,  everywhere.  See  what  over  1.7  million 
users  already  know:  QuickMail  is  the  Standard  in  MacOS 
Messaging.  For  information  or  to  upgrade  to  the  new  QuickMail  .13, 
call  CE  Software  today  at  800  523-7638!  Program  CE125 


QuickMail  3-5 

The  Standard  In  Ma(  OS  Mkssaginc; 

http://www.cesoft.com 


©1995CESoltwafe,  Ini: 
CE  Software.  Uie  CE  Soltware  logo, 
and  QuickMail.  ate  Ifademarks  ol 
CE  Software.  Inc  All  ol  tier  bi  and 
or  product  names  aie  liadeiiiarks 
or  reqisteted  Itademarks  ol  theit 
respechue  lioldef; 


AGE  Your 
ONSULTiNG  Time. 


roducing  Solo 
'jort  Production 
tware. 

IS  software  designed  for 
ement  consulting  firms. 
)lo~,consultanLscan 
'  and  tuslly  crrale  dient- 
eports  on  their  own  — 
I  ha.ssles.  Work  can  be 
with  production  staff  and 
iide  repository  of  formal- 
libiLs  helps  promote 
consistency  and  knowl- 
laring.  From  buill-in  con- 
templates to  document 
:ment  controls  to  true 
larding,  everything 
I  to  create  the  perfect 
eporl  right  at  your 
ps  For  the  Macintosh* 
ndows®  95. 

1  Axon  at  203-357-9701  or  info@axoninc.com 

,  Inc.  All  nghts  rvsfrvitl  "xjIo  trademark  of  Amn 
and  Window*,  re^islered  tiademdrki     Applt  Computer  jnd  Micro&on  resp 


Solo 


Access  Data 
from  Multiple 
Hosts  and 
Servers  in  Your 
Enterprise,,,and 
Never  Leave 
Your  Desktop  Applications! 

You  need  information  h-om  your  IBM  mainframe,  AS/400, 
VAX,  or  server  You  need  to  access  this  data  from  your  desktop 
PC — raw!  And  the  last  thing  you  need  is  to  have  to  exit  your 
Windt)ws  applications  to  get  to  the  information. 

The  solution  is  RUMBA®  OFFICE— the  one  connectivity  soft- 
ware product  that  lets  you  access  data  from  multiple  hosts/servers 
in  your  enterprise.  Right  from  your  desktop.  Through  the 
Windows  graphical  user  interface.  Directly  from  your  Windows 
applications.  So  you  can  work  with  the  data  as  easily  as  you  work 
with  Windows. 

Get  connected. .  .and  stay  connected — regardless  of  your  net- 
work's architecture.  Call  1-800-81 -RUMBA. .  .now! 


Wall  Data  Incorporated 
1  1332  N.E.  I22nd  Way  •  Kirkland,  WA  98034 
1-800-81-RUMBA 


WML 


)        Wall  Data  IiKorrxirated  All  nt;his  lescrvcd  Tlie  Wall  L>aia  li^,.  and  RUMBA®  are  leKisietcd  tradenurb ol  Wall  [h\  i 
lncurT»raieil  All  other  product  names  and  iradenurki  are  the  property  of  their  fespettivc  ownefi 


jc  inancing  support  for  corporate 
software  acquisition... 

ISF's  software  acquisition  strategies  help  companies 
manage  and  budget  software  investments. 
ISF  helps  Corporate  IT  Managers: 

Establish  credit  lines  for  mission-critical  software 
acquisitions 
^  Reduce  annual  software  expenditures 
Establish  software  maintenance 
cost  controls 

Create  positive  cash  flow  by  leveraging 
software  assets 

Establish  corporate  software 
acquisition  protocols 

&  Strategic  Finance 
for  software  sales. 

ISF's  Strategic  Finance 
partnership  program  for  software  vendors 
helps  IT  Sales  Executives: 

Gain  access  to  the  Economic  Buyer 
Provide  fmancial  solutions  to  expedite  closure 
Achieve  sales  objectives 
Accelerate  recognizable  revenues 

With  ISF  solutions,  both  buyers  and  sellers  win.  ISF  is  a 
software  finance  industry  leader  with  global  resources  and 
partnerships  with  major  Fortune  500  customers  and  vendors. 
Call  us  at  203.221.2616  (e-mail  74011, 2773@compuserve.com). 

International  Software  Finance 

Financial  Strategies  for  Software  Acquisition 


ONLY  INTERNET  PHONE  LET'S  YOU  TALK  AROUND  TH 
WORLD,  AROUND  THE  CLOCK— FOR  FREE! 

The  ina-rnet  Phone "  let  s  you  stjy  in  touch  with  family  and  business 
elates  anywhere.  All  for  the  cost  of  your  regular  Internet  connection.  VocaJ 
Internet  Phone  has  set  the  standard  in  voice  communications  over  the  Intt 
Log  on  today  and  join  the  many  people  who  have  discovered  the  Internet  PI 
Log  on  to  http://www.vmedia.com/iphone.6html  or  call  1-800-743-536! 
"An  exciting  new  application.. an  inexpensive  way  to  send  you 
voice  over  the  Internet.   -  PC  Magazine 


VCNTANA 

1  BaDDages 


Available  ridw  at  these  and  other  software  outlets. 


SPECIAL  HOLIDAY  OFFER:  Buy  one  Internet  Phone  application  and  get  a  ^ 
end  at  half  price.  The  petfect  holid-iy  gift.  Offer  ends' December  31.  1 


ultiple 

Personalities 


MFP330  T, 


ain-Paper 
Fax 

PC  Fax 

Color 
Ptinter 


his  breakthrough  jack-of-all-tradci, 
sports  five  different  "sides"  to  its  personality 
so  that  you  can  better  express  yours! 
Combining  fast  plain-paper  and  PC  faxing, 
brilliant  color  printing,  convenience 
copying  and  scanning  into  your  PC,  the 
MFP330  v/orks  overtime  to  make  a  difference 
in  your  documents. 

Unlike  other  multifunctional  units,  the 
MFP330  incorporates  true  multitasking, 
so  you  can  print  v/hile  faxing  and  fax  while 
printing,  never  having  to  leave  your  desk  to 
impact  your  business.  And  since  it  comes 
backed  by  our  top-rated  nationwide  service 
and  support,  you'll  always  benefit  from  the 
MFP330's  multiple  personalities! 


800-22 1 '8330 


□MNIF/IX 


9715  Burnet  Road.  Austin  TX  78758 


CONTROL  YOUR  BUSINE! 
BEFORE  IT  CONTROLS  YC 


Win  Flow 

liir  HiiiJiiw\ 
iir  Uainiliiili 


Take  control  of  your  business — no 
motter  how  complex — with 
WinFlow'",  the  professional  flowchart 
design  and  development  application. 

WinFlow  provides  ttie  tools  you 
need  to  easily  design,  chart 
and  document  everything  you 
do.  You'll  create  great  looking 
charts  minutes  after  opening  the 
'  ■  Develop,  document  and  improve 
/imji  processes,  procedures  ond 
organization.  Save  time, 
eliminate  confusion  and  stay 
in  control.  Order  WinFlow  today. 


Plon&Track™  let's  you  movi 
project  schedules  to  rei 
management — without 
on  expert  in  project  mai 
software.  PlansTrack  i:] 
Gantt  chart  apprj 
integrated  spread 
graphing.  It  lets  you  easily 
track  a  praject's  schedule, 
and  resources.  Create  pri 
guality  charts  just  mir 
opening  the  bo 
control  of  your  proje 
PlansTn 


11 


11 


800-484-981 7  (code  3282) 
Order  Today! 


Mfinstay  591 -A  Constitution  Avenue  •  Comarillo,  Californio  93012-981 


upuiiiHi  nuvwi  using  uwwuuii 


The  Professionals'  Choice 
'  Discovering  Winning  Stocks 

erCharts3.0 


l;.ljlli,„I,l,!  iliil. 


u  can  use  ihe  same  slt^k 
software  as  some  ol 
Id's  most  successful 
iinal  investors  to  discover 
n  winning  investments, 
larts™  3.0's  powerful 
provide  the  high-level 
It  are  a  must  when  it  comes 
ig  money  in  the  market. 

bining  state-of-the-art  Windows"  charting,  a  library  of  classic  indicators. 
;1  system  testing  capabilities  and  a  security  scanner  that  automatically 
1  for  potential  winners  based  on  your  preferences  -  for  only  $249.95*  - 
larts  ."^.0  is  all  you  need  to  start  increasing  your  bottom  line. 

vantage  of  our  30-day  money-back  guarantee  and  see  how 
harts  3.0  can  improve  your  investment  decisions! 


An  inlittlivf.  Wiiiili'' 
trill  kiii\^  Mill 


-miih  intcijiu  c  I 
■\lnieril\  ti  sruip' 


Bonus 


ive  25-year  historical 
abase  of  over  18,000 
t,  including  US 
nadian  stocks,  US 
funds,  indexes, 
ental  data  and  2 
'  Futures  contracts  ^ 


To  order  call 

1-800-422-8587offer#  1209c 

For  more  iiildrnialion  call 

1-800-556-2022offer#  1209c 

Or  visit  us  at  COMDEX  Booth#  s74()l 


jil  OMEGA  RESEARCH 

'Nnii-refimiliihl,'  i;i;,.,..,n-  ,  li„. 


Now,  here's  a  switch! 


On-Screen  Configuration 
and  Activity  Reporting 
lets  you  view  current 
data  on  direct  system 
connections. 


Name  servers  anything 
you  want,  for  a  more 
mtultive  sense  of  what's 
happening  where. 


Select  from  8  or  more 
systems  instantly  on-screen. 

Intwdacing  the  first  and  only  screen-based  concentraiur  sivitch  — 
Ontl.ook'''.  frtiiii  Apex  PC  Solutions,  hic.  Outl.ook  gives  you 
instant  visual  feedback  on  attached 
U     systems  without  the  need  to  look  at 
\  „.  _  boxes,  buttons,  or  bhnking  hghts. 

Die  octual  I  '  J  •  J 

switch  is  just  1-3/4"    UutLooKs  menu-dtiven  commands 

high,  so  it  (on  be  neotly         ■  ■ 

tutked  owoy  out  ol  sight,    take  you  wherever  you  want  to  go, 
in  terms  that  make  sense  to  you,  not  someone  else's 
pre-defined  numbers.  See  for  yourself. 
Call  Apex  today  at  1-800-861-5858  ,  1 

or  (206)402-9393.  'TjZI"^'  LvzJ 

20031  1 42nd  Ave.  NE  •  Woodinvillc,  WA  98072  •  (206)  402-9393  APEX 
Fox:(206)  402-9494*  e-mail  oddtess:  info@p(Sol.(om  ii  m  )i  i  m  i\s 


m  best  technology  products  and  siii  uioes  are  waiting  foi  jufu,  tiki  luuil  I  uciiajy. 
To  find  out  more  about  any  of  the  advertisers  in  the  Technology  Guide, 
mail  or  fax  in  the  "free  information  for  readers"  card  in  this  issue 
or  call  any  of  the  numbers  listed  below. 


ipex— 800-861-5858 

ixon— 203-357-9701 

IE  Software— 800-523-7638 

;L£AR  Software— 800-338-1759 

lanka/Omnif  ax— 800-221 -8330 

lataViz— 800-270-0030 

lataWatch— 800-445-3311 

verex— 800.Everex.1 

ntellution— 800-526-3486 

nternational  Software  Finance — 203-221-2616 

.eica— 800-248-0123 


•  Mainstay— 800-484-9817 

•  Mannesmann  Tally— 800-843-1347  Ext.231 

•  Meridian  Data— 800-767-2537 

•  Micom— 800-642-6687  Ext.  6600 

•  »S— 800-367-6327 

•  Omega  Research— 800-556-2022 

•  Orchestra  MultiSystems— 800237-9988 

•  RealWorld  Corp —800-678-6336 

•  Relisys— 800-749-3968 

•  Ventana— 800-743-5369 
•Wall  Data— 800-81 -RUMBA 


TSfflC 

introduces  a  foundry 
for  the  infnrmatinn  age. 


The  fire  of  yesterday's  foundries  burns  today  in  our  hearts.  In  our 
commitment  to  productivity  and  technology.  •  TSMC  is  the  world's 
leading  semiconductor  foundry,  presently  producing  one  million  six- 
inch  wafers  annually,  representing  a  major  share  of  the  global  market. 
•  TSMC  is  a  dedicated  foundry,  where  customers  are  our  number  one 
priority  and  intellectual  property  is  prized.  And  protected.  We  don't 
manufacture  any  products  under  our  own  brand  name,  so  there  are  no 
licensing  issues,  no  conflict  of  interest  fears,  no  requests  for  equity.  • 
Instead,  there  is  seamless  transfer  of  data  and  execution  of  design 
specs.  With  methods  and  materials  that  complement  customer 
designs.  •  In  1995  our  new  billion-dollar  fab  will  begin  production. 
This  fab  will  be  capable  of  producing  30,000  eight-inch  wafers  per 
month  at  state-of-the-art  0.5  micron  technology,  migrating  to  0.35 
micron.  More  than  $400  million  in  annual  investments  will  enable  us 
to  produce  two  million  six-inch  equivalent  wafers  per  year  by  1997.  • 
Find  out  what  it  means  to  be  a  partner  with  the  world's  leading  semi- 
conductor foundry.  •  TSMC.  Forging  a  future  in  the  information  age. 


TSMC,  No.  121,  Park  Avenue  III,  Science  Based  Industrial  Park,  Hsin-Chu  300,  Taiwan,  R.O.C. 
TSMC-USA,  1740  Technology  Drive,  Suite  660,  San  Jose,  CA  95110  (408)  437-8762 


siness  Week  Index 


lUCTION  AND  LEADING  INDEXES 


;  froii>  last  week.  -O.J% 
!  from  last  year:  4. 1% 


/ear:  6.9% 


DUCTION  INDEX 

let-  :.'8=123 
1992=100 


LEADIN8  INDEX 

Oct,  28=262.0 
1967=100 


Jov.  Mar  July  Oct 

394  1995  1995  1995 

are  4-week  moving  averages 

luction  index  dipped  during  ttie  week  ended  Oct.  28.  Before 
on  of  ttie  four-week  moving  average,  tfie  index  fell  to  123.3,  from 
'or  tfie  month  of  October,  ttie  index  fell  to  123.8,  from  tfie 
er  reading  of  124.7. 
ling  index  dropped  in  ttie  latest  week.  Ttie  unaveraged  index  also  fell 
'  from  261.9  in  ttie  previous  week.  For  the  month  of  October,  the 
ndex  stood  at  262,  down  from  262.8  in  September. 


PRODUCTION  INDICATORS 


270 

STEEL  (11/4)  thous.  of  net  tons 

LATEST 

nCCII 

1,863 

WEEK 

AUU 

1,926# 

YEARLY 

/o  ullU 

-1.5 

260 

AUTOS  (11/4)  units 

132,240 

131,242r# 

-1.6 

TRUCKS  (11/4)  units 

121,072 

115,940r# 

-2,8 

250 

ELECTRIC  POWER  (ll/4)  millions  of  kilowatt-firs 

57,682 

57,049# 

3,3 

?m 

CRUDE-OIL  REFINING  (ll/4)  thous.  of  bbl./day 

13,804 

13,919# 

1.0 

COAL  (10/28)  tfious.  of  net  tons 

19,161# 

20,410 

-5.5 

230 

PAPERBOARD  (10/28)  ttious.  of  tons 

872. 1# 

899. 3r 

-4.6 

PAPER  (10/28)  thous.  of  tons 

832. 0# 

832. Or 

-0.2 

LUMBER  (10/28)  millions  of  ft. 

453. 8# 

467.3 

-7.7 

RAIL  FREIGHT  (10/28)  billions  of  ton-miles 

25. 4# 

25.6 

-0.4 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports,  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  American  Forest  &  Paper 
Association,  WWPA^  SFPA-',  Association  of  American  Railroads 


"  copyright  199'^  by  The  MfGfaw-Hill  Compani 


BW  leadine  index  copyriRht  199S  by  CIBCR 


ING  INDICATORS 


LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHG 

PRICES  (11/3)  s&p  500 

585.85 

582.10 

25.3 

lATE  BOND  YIELD.  Aaa(ii/3) 

7.05% 

7.10% 

-18.8 

RIAL  MATERIALS  PRICES  (i  1/3) 

110.8 

110.8 

NA* 

SS  FAILURES  (10/27) 

NA 

NA 

NA 

JTATE  LOANS  (10/25)  billions 

$499.7 

$500.1 

11.2 

SUPPLY,  M2  (10/23)  billions 

$3,719.1  $3,721.7r 

4.1 

CLAIMS,  UNEMPLOYMENT  (10/21) 

thous.  359 

359 

10.8 

;  Center  for  International  Business  Cycle  Research  (CIBCR).  Standard  & 
oody's.  Journal  of  Commerce  {index:  1990-100),  Dun  &  Bradstreet  (failures 
ompanies).  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data  on 
failures  and  real  estate  loans   *Historical  data  available  from  CIBCR. 


EST  RATES 


LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

L  FUNDS  (11/7) 

5.65% 

5.97% 

4.74% 

tCIAL  PAPER  (11/7)  3-month 

5.75 

5.81 

5,74 

CATES  OF  DEPOSIT  (II/8)  3  month 

5.74 

5.78 

5.72 

lORTGAGE  (11/6)  30-year 

7.69 

7.70 

9.31 

ABLE  MORTGAGE  (II/6)  one  year 

5.78 

5.76 

6,24 

11/8) 

8.75 

8.75 

7,75 

Federal  Reserve,  HSH  Associates,  Reuters  Holdings  PLC 


PRICES 


GOLD  (11/8)  $/troy  02. 


LATEST      WEEK  YEARLY 
WEEK        AGO      %  CHG 

384.800  381.950  0.3 


STEEL  SCRAP  (ll/7)  #1  heavy,  $/ton 

134.50 

138.50 

0.7 

COPPER  (11/4)  e/ib. 

135.0 

131.5 

3.7 

ALUMINUM  (11/4)  iz/ib 

77,8 

77.0 

-14.5 

COTTON  (11/4)  strict  low  middling  1-1/16  in.. 

C/lb.  84.30 

83.09 

20.8 

OIL  (11/7)  $/bbl. 

17.60 

17.67 

-4.6 

Sources:  London  Wednesday  final  setting,  Chicago 

market,  Metals 

Week.  Memphis 

market,  NYMEX 

FOREIGN  EXCHANGE 

UTEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

JAPANESE  YEN  (11/8) 

102.23 

102.85 

97.65 

GERMAN  MARK  (11/8) 

1.41 

1.42 

1.53 

BRITISH  POUND  (ii/8) 

1.58 

1.58 

1.60 

FRENCH  FRANC  (11/8) 

4.88 

4.90 

5.25 

ITALIAN  LIRA  (11/8) 

1588.5 

1596.1 

1565.8 

CANADIAN  DOLLAR  (11/8) 

1.35 

1.35 

1.36 

MEXICAN  PESO  (11/8) 

7.625 

7.205 

3.424 

Sources:  Major  New  York  banks.  Currencies  expressed 
except  for  British  pound  in  dollars 


units  per  U,S,  dollar. 


in  the  production  indicators  are  seasonally  adjusted  m  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
1-Western  Wood  Products  Assn,       2:=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


E  WEEK  AHEAD 


SALES 

Nov.  14,  8:30  a.m.  ►  Retail  sales 
ere  0.1%  in  October,  projects  the 
orecast  of  economists  surveyed  by 
rnational,  one  of  The  McGraw-Hill 
es.  Sales  rose  0.3%  in  September, 
g  autos,  October  receipts  likely 

0.1%,  after  a  0.7%  jump  in  Sep- 

EETING 

'ay,  Nov.  15P-  The  mms  forecast  is 
ange  in  monetary  policy  during 
ting  of  the  Federal  Reserve  Board's 
)pen  Market  Committee.  That 
lat  the  federal  funds  rate  will 
t  5.75%. 


CONSUMER  PRICE  INDEX 

Wednesday,  Nov.  15,  8:30  a.m.  ^  Inflation 
continues  at  a  mild  pace.  Consumer  prices 
probably  rose  0.2%  in  October,  after  edging 
up  0.1%  in  September.  Excluding  food  and 
energy,  core  prices  likely  rose  0.2%  last 
munth,  the  same  increase  as  in  each  of  the 
previous  five  months. 

INDUSTRIAL  PRODUCTION 

Wednesday,  Nov.  15,  9:15  a.m.  ►  The  mms 
forecast  is  that  industrial  production  fell 
0.2%  in  October,  on  top  of  a  0.2%  drop  in 
September.  That's  suggested  by  the  decline 
in  total  hours  worked  in  the  factory  sector. 
As  a  result,  operating  rates  for  all  industry 
slipped  to  83.5%  in  October,  from  83.8%. 


BUSINESS  INVENTORIES 

Wednesday,  Nov.  15,  10  a.m.*-  Inventories 
held  by  manufacturers,  wholesalers,  and 
retailers  probably  rose  0.4%  in  September, 
the  same  gain  as  in  August.  Factory  inven- 
tories rose  0.5%  in  September,  while 
wholesale  stock  levels  were  down  0.2%. 
Business  sales  likely  rose  0.4%  in  Septem- 
ber, much  less  than  the  1.5%  jump  in 
August.  That's  suggested  by  the  weak  sales 
reported  by  retailers  and  manufacturers. 

HOUSING  STARTS 

Friday,  Nov.  17.  8:30  a.m.  >  Housing 
starts  probably  stood  at  an  annual  rate  of 
1.4  million  in  October,  unchanged  from 
September's  pace,  says  the  mms  report. 
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This 

Week, 

Online 

Business  Week  presents 
frequent  live  conferences 
on  America  Online. 
It's  your  opportunity  to  ask 
questions  about  features 
from  the  magazine. 

1^  Sunday 


5 


"  r  1 


<--■ 


The  Republican  revolution  is 
already  shrinking  the  safety 
net  for  the  poor.  The  next  tar- 
get: Entitlements  that  go  to 
the  middle  class  and  busi- 
ness. Talk  about  this  Cover 
Story  online.  Nov.  12 
9  p.m.  EST  in  the  Globe 

Wednesday 

Going  for  your  MBA?  Here's 
expert  advice  on  how  to  get 
into  B-school,  from  Stephen 
Christakos  of  Northwestern's 
Kellogg  School  and  BW's  John 
Byrne.  Nov.  15 
9  p.m.  EST  in  the  Bowl 

Thursday 

Electronic  data  interchange 
can  help  small  companies 
team  up  to  win  big  )obs.  Join 
a  discussion  of  how  to  do  it 
led  by  BW  Senior  Writer  Otis 
Port.  Nov.  16 
8  p.m.  EST  in  the  Odeon 


Transcripts  of  all  conferences 
are  available  for  downloading 
from  the  BW  Online  area  on  AOL 
soon  after  each  event. 


For  a  free  trial  diskette 
including  10  free  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 


A 

A  M  E  Pyl^C  A 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  stoiy  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


ActivMedia  161 
Adobe  Systems  (ADBE)  30 
AIG(AIG)  12,74 
AirNet  Cominunications  118 
Alex  Brown  &  Sons  (AB)  50 
Aluminum  Co  of  America  (AA)  55 
American  Airlines  (AMR)  6 
American  Express  (AXP)  54 
Amenca  Online  (AMER)  158 
Amentech  (AIT)  150 
Amgen(AMGN)  44, 120 
Analog  Devices  (ADD  118 
Apex  Management  Group  1 70 
Apple  Computer  (AAPL)  30,50,55 
Arab  Hotels  62 
Arco(ARC)  118 
Asian  Hedge  Fund  74 
AT&T(D  48,74,150,158 
AutoPacific  Group  151 

B 


BankHapoalim  62 
BankLeumi  62 
Bank  of  Tokyo  70 
Barnes  &  Noble  (BKS)  162 
Bausch  &  Lomb  (BOL)  104 
Bay  Networks  (BNED  48 
Bell  Atlantic  (BEL)  110,150 
BellSouth  (BLS)  150 
Belsize  Engineenng  47, 47 
Berksfiire  Hathaway  (BRK)  168 
Blockbuster  23, 55 
BMW  151 
Boeing  (BA)  39 
Border  162 
Boston  Co,  12 

Brooktrout  Technology  (BRKD  158 
Burger  King  158 
BumsPhilp  88 

Bysiewicz-Donaldson  Agency  166 


Cabletron  Systems  (CS)  48 
Camelot  146 
Chrysler  (C)  6, 46.  55 
Chubb  (CB)  12 
Chuo  Trust  70 
Cidco  150 
CIGNA  (CI)  12 
Cirrus  Logic  55 
Cisco  Systems  (CSCO)  48, 148 
Cleveland  Browns  54 
Coca-Cola  (KO)  168 
Cognetics  158 
Cole  Publications  158 
Colonial  Data  Technologies 
(CDT)  150 

Commodity  Information 
Systems  38 

Compaq  Computer  (CPQ)  48 
CompuServe  158, 162 
Computer  Concepts  146 
Consolidated  Papers  (CDP)  150 
Cordis  (CORD)  55 
Cowboy  Maloney's  Electric  City  97 
CPC  88 

Cray  Research  (CYR)  118 
Creative  Strategies  50 
Cross  Creek  Apparel  12 
Cross  Rap  Associates  158 


Dai-ichi  Kangyo  Bank  70 
Daiwa  Bank  70 
Dallas  Cowboys  54 


Database  America  158 
Dell  Computer  (DELL)  48 
Dell'Oro  Group  48 
Deutsche  Morgan  Grenfell  70 
Domino's  Pizza  160 
Donaldson,  Lufkin  &  Jenrette  55 
DRI/lVlcGraw-Hill  (MHP)  47 
Dun  &  Bradstreet  (DNB)  158,162 
Duracell  (DUR)  12 


Eastman  Kodak  (EK)  30 
Edward  D,  Jones  44 
Entergy  (ETR)  44 
ENV  America  118 
Eveready  12 

F 


Federal  Express  (FDX)  92 
Federal  Paper  Board  (FBZO)  55, 
150 

Ferns,  Baker,  Watts  88 
Fiat  (FIA)  47 
First  Bank  System  55 
First  Interstate  (I)  55 
Ford  (F)  46, 47 
Fred  Alger  Capital 

Management  168 
Freeport-McMoRan  (FTX)  66 
Freeport-McMoRan  Copper  &  Gold 

(FCX)  66 
Frigidaire  97 
Fu|i  Bank  70 


GE  Capital  (GE)  74 
General  Electric  (GE)  97.110, 
168,47 

Gillette  (G)  168 

Goldman  Sachs  59 

GTE  (GTE)  170 

G,  T  Management  (ASIA)  74 

Guangdong  Electric  Power  74 

H 


Hambrecht  &  Quist  (HMQT)  50 
Harley-Davidson  (HDD  151 
Hasbro  (HAS)  8,44 
Hershey  Foods  (HSY)  104 
Hewlett-Packard  (HWP)  50. 55 
High  Frequency  Economics  59 
High  Mesa  Technologies  118 
Hokaido  Takushoku  Bank  70 
Honda  46 

Hongkong  &  Shanghai 

Banking  74 
Hopewell  Holdings  74 
Houlihan,  Lokey,  Howard  & 

Zukin  54 
Houston  Oilers  54 
Hyundai  62 


IBM  (IBM)  48.118,158.168 

Industnal  Ventures  62 
Inolex  Chemical  158 
Intel  (INTO  62,118 
Interco  158 

Intercontinental  Florist  164 
International  Data  48, 110 
International  Paper  (IP)  55, 150 
Inventech  62 
ITK  48 


James  Industries  8 

Jardine  Fleming  Securities  74 


Johnson  &  Johnson  (JNJ)  55, 168 
K 


Keefe  Bruyette  &  Woods  12 
Kenwood  62 

Knogo  North  America  (KNOGNA) 
Koor  Industries  62 


Land  Rover  North  America  151 

Lazard  Freres  142 

Lehman  Brothers  (LEH)  148 

Lenscrafters  104 

Little  Caesar's  160 

Logitech  30 

Los  Angeles  Raiders  54 

Los  Angeles  Rams  54 

Lotus  Development  (LOTS)  120 

M 


Malichi  Diversified  44 
Mason-Dixon  Political/Media 
Research  45 

Matsushita  Electric  Industrial  110 
Mattel  (MAT)  8,120 
Maytag  (MTG)  97 
McCormick  (MCCRK)  88 
McDonald's  (MCD)  74,168 
McGraw-Hill  (MHP)  179 
MCKMCIC)  164 
McKinsey  166 
Mellon  Bank  (MEL)  12 
Merck  (MRK;  168 
Mergerstat  12 

Merrill  Lynch  (MER)  142, 148 
MetroMail  158 

Metropolitan  Lite  Insurance  48 
Ml  Amore  Pizza  &  Pasta  158,160 
Microsoft  (MSFT)  48,50,55,158 
Mitsubishi  Bank  70 
MMS  International  (MHP)  179 
Morgan  Guaranty  Trust  UPM)  168 
Morgan  Stanley  (MS)  46, 74,168, 
104 

Mortgage  Information  42 
Motorola  (MOT)  170 
MPRI  52 

N 


Nature's  Way  8 
NatWest  Securities  (NW)  150 
Neiman  Marcus  120 
Nestle  88 

NetWorth  (NWTH)  48 
New  World  Development  74 
NFL  54 

Nieto  Computer  Services  158 
Nike(NKE)  54 
Nomura  Securities  70 
Northern  Telecom  (NT)  150 
Northwest  Research  & 
Consulting  12 
Nynex(NYN)  110,150 


Optical  Care  104 
P 


Pacific  Scientific  (PSX)  150 
Pacific  Telesis  (PAC)  110 
Pacifitek  158 
Packard  Bell  55 
Pentair  (PNTA)  150 
PepsiCo  (PEP)  54,168.170 
Peugeot  6 

Philip  Moms  (MO)  168 
Philips  Electronics  (PHG)  150 
PictureWor1(S  30 
Pierre  Fabre  8 
Pizza  Hut  160 
Playskool  8 
Polaroid  (PRD)  168 
Power  Computing  50 
Price  Waterhouse  6, 
Pro  CD  158 

Procter  &  Gamble  (PC)  168 


Prodigy  Services  MB,  \\  \ 
Prudential  Securities  U 
PT  Freeport  Indonesia  6 
Public  Opinion  Stategies 
Puritan  Clothing  158 


Quigley  146 
R 


Ramada  74 
Rapidfire  Software  158, 
Raytheon  (RTN)  118 
Real  World  Interface  16 
Regional  Financial  Asso{ 
Renaissance  Hotel  Grou[ 
Renault  47 
Republic  Waste  (RWIN) 
Research  On-Line  158 
Robertson  Stephens 
Rover  151 
Rubbermaid  (RBO)  162 
Russell  Reynolds  Assxi; 


Sakura  Bank  70 
Samsung  62 
Sandoz  88 
Santord  C,  Bernstein  41 
Sanwa  Bank  70 
Scott  Paper  (SPP)  166 
Sears  (S)  97,110 
Secunties  Data  12, 14/ 
Smith  Barney  110 
Smith  Barney  Appreciati 
Fund  168 

Software  of  the  Future 
Sony(SNE)  55,150 
Standard  &  Poor's  12,  J 
StPaul(SPC)  12 
Sumitomo  Bank  70 
Sun  Microsystems  (SUN 


Tampa  Bay  Buccaneers 
Tandem  Computers  (TDI 
Texas  Instruments  (TXU! 
Thinking  Machines  55 
Thomas-Conrad  48 
Thomson  Multimedia 
3Com  (COMS)  48 
Towers  Pemn  170 
TSI  Soccer  158 

U 


tJnderCover  Book  Servic 
Unilever  88 
Union  Camp  (UCC)  151 
United  Airiines  (UAL)  6 
USAir  (U)  6, 55 
USWest(USW)  150,1 


Viacom  (VIA.B)  23, 55 
Vision  Express  104 
Volkswagen  6,47 
VolpeWeliv  150 

W 


Wal-Mart  (WMT)  110 
Walt  Disney  (DIS)  8, 1 
Waste  Management  : 
Watkins-Johnson  (WJ) 
Wells  Fargo  (WFC)  55 
Whiripool  (WHR)  97 
Wilo  Oats  Community  f 
Wishbone  Family  Resta 

X 


Xenometrix  44 
Xerox  (XRX)  168,170 

Z 


Zenith  Electronics  (ZE) 
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STOCKS 

Nov.  May 


Nov.  2-8 


591.71 

590 


1-week  change 
4.1 


BONDS 

Nov.  May 


Nov.    Nov.  2-8 


52-week  change 


1610 


1585 
1581.39 


1-week  change 

+0.5% 


THE  DOLLAR 

Nov.  May 


Nov.    Nov.  1-8 


1-week  change 

+n  1% 


3T  ANALYSIS] 


%  change 


KS 

Latest 

Week 

52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

INDUSTRIALS 

4852.7 

1.8 

26.6 

90-DAY  TREASURY  BILL  YIELD 

5.52% 

5.46% 

5.34% 

MPANIES  (S&P  MIdCap  Index) 

214.3 

1.4 

23.3 

30-YEAR  TREASURY  BOND  YIELD 

6.25% 

6.29% 

8.11% 

'ANIES  (Russell  2000) 

302.3 

1.5 

20.1 

S&P  500  DIVIDEND  YIELD 

2.29% 

2.33% 

2.77% 

IIES  (Russell  3000) 

339.0 

1.3 

26.9 

S&P  500  PRICE/EARNINGS  RATIO 

16.6 

16.3 

17.3 

STOCKS 

Latest 

%  change  (local  currency) 

iftf —  1.        r  0  1. 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  200-day  moving  average 
Stocks  above  200-(lay  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

536.8 
63.0% 
0.59 
2.55 

533.7 
62.0  %r 
0.69  r 
2.62 

Positive 
Neutral 
Negative 
Negative 

'^ANCIAL  TIMES  100) 
(El  INDEX) 
SE  COMPOSITE) 

3537.1 
17,863.3 
4576.4 

0.5 
2.2 
2.8 

14.1 
-8.0 
9.2 

BLOOMBERG  FINANCIAL  MARKETS 

TRYGROUPS 

FH  LEADERS 

%  change 
1-month  12-nionth 

Strongest  stock  in  group 

%  change 
1-month  12-month 

Price 

14.5 

4.1 

UNITED  HEALTHCARE 

17.4 

18.9 

57 '4 

RAPHY/IMAGING 

11.7 

39.1 

EASTMAN  KODAK 

12.1 

39.5 

64^8 

ILDING 

10.5 

44.7 

CENTEX 

14.0 

59.5 

33'/2 

ER  SOFTWARE 

10.0 

45.4 

COMPUTER  ASSOCIATES  INTL 

31.3 

67.6 

52 '4 

ER  SYSTEMS 

9.3 

41.6 

SUN  MICROSYSTEMS 

41.4 

155.6 

79^8 

nt  LAGGARDS 

%  change 
1-month  12-month 

Weakest  stock  in  group 

% 

1-month 

change 

12-month 
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E  TOOLS 

-10.1 

-3.0 

CINCINNATI  MILACRON 

-11.9 

-4.8 

25 

TY  PRINTING 

-9.6 

11.7 

DELUXE 

-17.8 

-5.3 

26% 

AL  LOANS 

-8.4 

52.3 

HOUSEHOLO  INTERNATIONAL 

-9.7 

66.9 
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-6.4 

41.7 
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-9.0 

59.7 

57'/8 
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-6.2 

1.4 
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-6.8 

-1.3 
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total  return 

% 
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Four-week  total  return 

% 

ARNEY  SPECIAL  EQUITIES  B 

17.9 

WRIGHT  EQUIFUND-MEXICO 

-19.8 

SMALLER  COMPANIES  A 

13.0 

UNITED  SERVICES  GOLD 

-12.1 

IN  INSIGHT  GROWTH 

12.7 

MPS  GOLD  &  NATURAL  RESOURCES  B 

-11.4 

>tal  return 

% 

S2-week  total  return 

% 

'SELECT  ELECTRONICS 
SMALLER  COMPANIES  A 
APITAL  APPRECIATION 

92.0 
80.1 
77.2 

WRIGHT  EQUIFUND-MEXICO 
TCW/DW  LATIN  AMERICAN  GROWTH 
MERRILL  LYNCH  LATIN  AMERICA  C 

-61.5 
-42.7 
-41.5 

I  S&P  500 


4-week  total  return 


MORNINGSTAR  INC 


BB  Average  fund 

52-week  total  return 


IVE  PORTFOLIOS; 


unts  represent  the 
ue  of  $10,000 
le  year  ago 
-tfolio 

ss  indicate 
tal  returns 


Treasury  bonds 

$13,436 

-1-0.45% 


<#•       ^  jm 


U.S.  stocks 

$12,928 

-1-0.83% 


Foreign  stocks 

$11,070 

-^0,30% 


Money  market  fund 

$10,555 

+0.12% 


ORI/McGRAW-HILL 


Gold 
$9,895 

-hO.69% 


lis  page  are  as  of  market  close  Wednesday,  Nov.  8.  1995,  unless  otherwise  indi- 
ry  groups  include  S&P  500  companies  only;  performance  and  share  prices  are  as 


of  market  close  Nov.  7.  Mutual  fund  returns  are  as  of  Nov.  3.  Relative  portfolios  are  valued  as 
of  Nov.  7.  A  more  detailed  explanation  of  this  page  is  available  on  request.  r=revised 


BUSINESS  WEEK  /  NOVEMBER  20,  1995  181 


Editorials 


THE  DE-ENTITLING  OF  AMERICA 


Is  America  ready  to  shake  its  entitlement  addiction? 
Maybe,  maybe  not.  Newt  Gingi'ich  is  betting  "yes,"  and 
he  is  quietly  preparing  a  12-step  program  to  wean  the 
cotmtiy  off  the  government  dole.  This  year,  it's  welfai'e  moms, 
the  working  poor,  and  the  elderly — mostly  Democratic  con- 
stituencies. But  the  GOP  agenda  goes  way  beyond  what  most 
Americans  imagine.  The  next  step  calls  for  ending  corpo- 
rate welfare  and  going  after  conservative  Republican  sup- 
porters— companies,  exporters,  farmers,  ranchers,  small-busi- 
ness owners.  After  that,  the  target  is  the  entire  middle  class. 
Newt  would  like  you  to  become  more  self-reliant  and  say 
goodbye  to  subsidized  college  loans,  mortgage  deductions, 
and  even  Social  Security.  Whether  it's  tax  dollars  or  tax 
breaks,  the  Newtonian  agenda  is  clear:  "De-entitle"  the  enti- 
tlement state  and  rewrite  the  social  contract  between  citizens 
and  the  federal  government. 

But  do  most  Americans  really  imderstand  this  agenda  and 
are  they  willing  to  ax  their  own  entitlements?  We  don't 
think  so.  Do  they  have  the  grit  to  return  to  a  19th  centuiy 
society  where  local  neighbors  and  churches,  and  not  gov- 
ernment, provide  social  safety  nets?  We're  not  betting  on  it. 
Will  country  clubbers  be  as  eager  to  lose  their  municipal-bond 
tax  break  (which  is,  after  all,  an  entitlement)  as  they  are  to 
cut  the  earned  income  tax  credit  for  the  working  pool'?  We're 
not  counting  on  it.  Will  corporate  managers,  so  happy  to  cut 
government  spending  on  Medicare  and  food  stamps,  be  as 
willing  to  see  their  tax  subsidies  chopped?  Frankly,  we  doubt 
it.  Just  take  a  look  at  the  cun-ent  negotiations  over  the  tax 
bill  in  Congress,  where  an  army  of  special  interests  writes 
government  favors  for  themselves.  Rich  and  poor,  business 
and  labor  are  all  still  hooked  on  entitlements. 

WASTE  AND  CORRUPTION  

Only  one  thing  is  certain.  The  U.  S.  entitlement  society  has 
lun  up  against  a  wall.  What  started  as  temporary  federal  as- 
sistance to  tide  some  people  over  in  bad  times  has  turned  into 
permanent  commitments  to  vast  numbers  of  people  with 
open-ended,  automatic,  legal  entitlements  to  government 
largesse.  Waste,  bloat,  and  coiTuption  have  destroyed  the 
financial  underpinnings  of  this  way  of  life.  Entitlements  ac- 
count for  61%  of  the  federal  budget  today  and  will  rise  to  80% 
by  2005.  It  can't  go  on. 

Those  seeking  a  return  to  the  Jeffei'sonian  futui'e  are  per- 
force required  to  show  where  the  resources  \vill  come  fi'om  to 
reweave  a  security  net  at  the  community  level.  We  see  no  ev- 
idence of  their  having  done  so.  Already  private  charities  are 
up  in  aiTns  at  the  prospect  of  lo.sing  their  massive  federal 
funding.  How  can  they  shoulder  gi'eater  responsibihties  with 
fewer  resources?  Public  policy  must  be  changed  to  encourage 
private  giving.  That's  the  easy  part.  How  are  families  sup- 
posed to  accept  greater  burdens  without  greater  financial 
resources?  More,  much  more  than  a  $500  per  child  tax  cred- 
it, must  be  left  on  the  kitchen  table  for  the  Jeffersonian 


dream  to  come  true.  Then  there  is  the  matter  of  the 
role  of  corporations.  Right  now,  many  pretend  thej 
none.  But  there  can  be  no  successful  de-entitlement  w 
companies  training  and  hiring  needy  Americans  at  th 
level,  rather  than  chasing  the  cheapest  labor  aroui 
world.  De-entitlement  is  further  jeopardized  vdthout 
cant  improvements  .in  real  wages.  The  benefits  of 
productivity  will  have  to  spread  to  employees  as  V  i 
shareholders.  Will  companies  share  the  wealth  and  ma  j 
entitlement  possible?  We'll  see. 

It's  all  too  easy  to  romanticize  the  fi'ontier  society  H 
19th  century.  In  fact,  it's  easy  to  forget  that  children  st  | 
of  stai-vation  and  disease,  states  fought  a  horrendoi  a 
against  one  another,  robber  barons  monopolized  muchB 
economy,  and  severe  recessions  struck  with  regularity.  M 
times  neighborhood  institutions  helped  the  sick  and  theH 
Sometimes  they  didn't.  I 

GOP  DISENCHANTMENT  ^1 

The  1990s  are  an  era  of  economic  anxiety.  With  the 
class  so  wonied  about  losing  jobs  and  downward  mobil 
entitling  will  meet  resistance.  The  latest  business  wee 
ris  poll  shows  that  the  vast  majority  of  people  still  thi 
federal  government  should  guarantee  a  job  to  any  An 
willing  to  work,  a  minimum  of  health  care,  nursing 
care  for  the  elderly,  public  assistance  for  those  who 
work,  job  training,  and  more  (page  120). 

Already  there  is  a  coimterattack  building.  The  off-ye 
elections  in  Kentucky,  Maine,  and  Virginia  (states  t' 
ceive  large  amounts  of  federal  money)  showed  Deil 
holding  their  own.  The  GOP  political  momentum,  sweep 
nation  since  1994,  has  stalled  out  for  the  moment.  Soni 
pendents  and  suburbanites  who  flocked  to  the  GOP  aba 
it  this  time  around,  fleeing  the  revolutionary  rhetoric.  Tl 
be  just  the  beginning.  Wait  until  Social  Security  is 
ened,  the  home  mortgage  deduction  goes,  or  deprecia  I 
lowances  end.  The  real  fight  against  de-entitlement  wap 
from  the  middle  class  and  business,  not  the  poor.  1 

Because  of  these  political  reahties,  we  don't  expl  i 
New  Jeffersonians  to  win  their  revolution  any  timi 
But  even  if  they  don't,  they  will  have  succeeded  in  shl 
the  entitlement  society  as  we  know  it.  A  return  tc 
love  is  good  for  America.  Help  should  be  there,  whe 
the  national  or  local  level,  but  it  should  be  temporary  in 
and  Umited  in  scope.  Personal  responsibility,  family  obi 
and  coiporate  social  concern  have  all  eroded  in  recent  c 
and  they  should  be  i-estored.  Even  if  cmrent  improven 
productivity  get  the  economy  gi-owing  at  a  higher  r:  ' 
provide  new  revenue,  restructuring  and  downsizing  t  i 
emment  are  now  inevitable.  Efficient  delivery  is  t 
qiM  non  of  any  government  sei-vice  fi-om  this  time  fora 
for  the  rest  of  the  Jeffersonian  dream,  of  close  comn 
and  supportive  neighbors,  well,  maybe  someday. . . . 
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CORA'S  BODY  STRUCTURE  IS  AS  STIFF  AS  THE  WORLD 
^SS  LUXURY  IMPORTS.  FORTUNATELY,   ITS  PRICE  ISN'T. 


i  _ 

When  Jcsionino  iho  NoJy  slructurc 
tor  the  AuroniT  our  >joal  was  lo  civalc 
one  as  rii?id  as  any  ol  ihe  top  luxury 
pei'lormance  sedans.  /\ller  all.  siruelural 
inte^jrity  inlluences  everylhiiio  Iroiii  riJe 
quality  and  handling;  preeision  to 
occupant  protection  and  the  elimination 
ol  squeahs  and  rallies.  It's  what  ^^ives  a 
drix'er  the  ethereal  leelin^  ol  "I'ni-in- 
chareie- 1 -leel -secure"  when  niolorino 
down  the  road.  Well,  to  that  end,  we 
more  than  succeeded.  Ol 
course  you  can  still  spend 
lens  ol  thousands  more  lor  an  import  with 
similar  qualities.  But  the  way  we  see  it,  that's 
a  hard  price  to  pay.  I  or  more  inlormalion. 
call  1-800-718-7778.  r^emand  heller. 
Aurora   by   O  I  d  s  ni  o  It  i  I  c. 
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1895.  That  was  then. 


Working  in  a  small  laboratory,  Wilhelm  Roentgen  made  the  world's  first  x-ray 
images.  Working  with  him,  Siemens  patented  and  manufactured  its  first  x-ray 
tubes  in  1896. 
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1995.  This  is  now. 


This  modern  magnetic  resonance  image  lets  doctors  see  into  the  human 
body  more  clearly  than  ever  before.  It  is  a  product  of  years  of  Siemens 
investment  in  research  and  development.  Happily,  you  don't  have  to  be  a 
scientist  to  appreciate  the  results.  Doctors,  hospitals  and  clinics  throughout 
America  are  giving  their  patients  better  care  because  of  Siemens  advances 
in  many  forms  of  diagnostic  imaging,  including  ultrasound,  magnetic  reso- 
nance, nuclear  imaging  and  computed  tomography.  And  that's  the  kind  of 
results  we  can  all  feel  good  about.  Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '95.  Box  8003M,  Trenton,  New  Jersey  08650 
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STREET  NEWS 

OVER-THE-COUNTER 
REVOLUTIONARIES 

A  DISSIDENT  GROUP  OF  SMALL 
brokerages  wants  to  secede 
fi"om  the  National  Association 
of  Securities  Dealers.  Unhap- 
py with  perceived  NASD  fa- 
voritism toward  big  Wall 
Street  members,  the  gi'oup — 
calhng  itself  the  Independent 
Broker-Dealer  Assn. — is  ne- 
gotiating with  several  region- 
al stock  exchanges  to  estab- 
lish a  new  market  for 
small-cap  stocks. 

With  100  members  in  17 
states,  it  envisions  setting  up 
a  new  exchange-sponsored 
regulatory  body  to  replace 


DAVIDSON:  NASD  nemesis 

the  NASD  as  an  oversight  or- 
ganization. Alan  Davidson, 
the  group's  president  and 
head  of  tiny  Zeus  Securities 
of  Jericho,  N.  Y.,  wants  an 
exchange  to  put  up  a  $10  mil- 
lion investment  to  get  the 
new  body  going. 

Small  fuTOS,  says  Davidson, 
are  fed  up  with  NASD  rules 
that  stymie  their  market- 
making  abilities  and  increase 
their  capital  requirements — 
driving  some  out  of  business. 
Davidson  says  his  gi'oup  will 
send  out  invitations  to  all 
5,500  NASD  member  firms  to 
join.  The  NASD  responds  that 
it  isn't  biased  against  small 
outfits. 

The  small  fry  aren't  the 
nasd's  only  critics.  The  Se- 
curities &  Exchange  Commis- 
sion is  investigating  the  as- 
sociation's purportedly  lax 
oversight  of  its  members. 
And  the  Justice  Dept.  is  prob- 
ing possible  price  fixing.  On 
Nov.  17,  the  NASD  board  was 
expected  to  introduce  plans 
for  a  sweeping  reorganization 
to  improve  regulatory  perfor- 
mance.     Michael  Scliroeder 


TALK  SHOW  t^We  are  not  going  to  break  our  word,  and  wc 
are  not  going  to  default." 

— Treasury  Secretary  Robert  Rubin,  after  performing  a 
juggling  act  to  let  Washington  meet  its  financial  obligations 

RANK  AND  FILE 

HOW  MANY  SHIPPING  DAYS  TILL  CHRISTMAS 

night's  t-af6c.  Despite  rent!' 
40  extri  cargo  jets,  UPS  si 
would  fice  a  hopeless  air 
bottleneik  from  FedEx  pa^ 
ages.  Tie  stoiy  is  similar. 
No.  3  Ai-borne  Express. 


THE  THREATENED  JOB  ACTION 

at  Federal  Express  is  good 
news  for  United  Parcel  Ser- 
vice  and   other  shippers, 
right?  Nope.  With  the  holi- 
day season  at  hand.  Federal 
Express  rivals  say  they 
will  be  at  capacity — and 
can't   help  those  the 
No.  1  package  carrier 
tuiTis  away.  The  crunch 
comes  on  Nov.  25,  when 
a  federally  mandated 
cooling-off  period  ends 
and  FedEx's  pilots  are 
free  to  stage  a  work 
slowdown  01'  even  strike. 

Even  without  a  FedEx 
shutdown,  volume  at  No.  2 
UPS  is  expected  to  peak  at 
3.7  million  packages  on  Dec. 
19,  nearly  triple  the  normal 


UPS:  Can't  p'k  icp  FedEx's  sla 


Wht  about  using  the  U. 
PostaBervice?  Its  overni; 
sei'vicis  problems  gave  i 
to  the'xpress  industiy  in  ; 
fii-st  p,ce.  Advice:  Send  pa- 
ages  trly.     David  Greis  i 


SHUTDOWN  CHARADE 


WHY  PAY  EM  TO  STAY  HOME'irS  THE  UW 


WHAT  A  BRILLIANT  IDEA  FOR 

balancing  the  budget:  pay 
$150  million  a  day  for  800,000 
federal  employees  not  to 
work.  After  the  government 
shut  down  on  Nov.  14,  both 


UNREAL  ESTATE 

NOW,  r/V!4r5THEART 
OF  THE  DEAL 

EVER     WONDER     HOW  THE 
Rockefellers  got  to  be  the 
Rockefeller?  Just  look  at  how 
they've  come  out  ahead  with 
fabled   Rockefeller  Center.  , 
Current    patriarch    David  j 
Rockefeller  is  putting  up  a  \ 
mere  $20  million  for  a  5%  ; 
stake  in  the  Manhattan  land- 
mark they  once  owned  out- 
right. It  has  been  in  bankinpt- 
cy  couil  since  May  because  of 
the  soft  office-rental  mai'ket. 

Hi.-^  deal,  in  partnership 
with  Goldman  Sachs,  keeps 
the  family  involved  in  the 
Midtown  office  complex,  fi-om 
which  they've  extracted  $1.9 
billion  over  the  past  10  years. 


The  process  began  in  1985, 
when  a  real  estate  invest- 
ment trust.  Rockefeller  Cen- 
ter Properties  Inc.,  was 
created  to  hold  a  $1.3  billion 
mortcace  on  12  Ruck  Center 


ROCK  CENTER:  The  faintly  is 


buildings.  The  family  got 
about  $300  million  when  the 
REIT  went  public.  Later  that 
year,  a  family  holding  compa- 
ny owning  Rockefeller  Cen- 
ter pocketed  an  estimated 


$244  million  by  selling  an- 
other Center  tower,  the  Exx- 
on Building,  to  Mitsui  Fudo- 
san.  The  biggest  paydays 
came  fi-om  Mitsubishi  Estate: 
In  1989,  the  Japanese  concern 
paid  $846  milhon  for  51% 
of  the  family  holding 
company.  In  1991,  Mitsu- 
bishi handed  over  an- 
other $527  million  to  up 
its  stake  to  80%. 

The  board  of  the  reit, 
the  creditor  in  bankinpt- 
cy,  has  0.  K.'d  the  Gold- 
man Sachs-led  deal.  Next 
step:  a  reit  shareholder 
vote  next  year.  Peter 
Johnson,  an  aide  to  David 
Rockefeller,  says  that  the 
Center  didn't  earn  a  cent  for 
the  family  from  1928  (when 
the  project  started)  until  the 
1980s.        Suzanne  Woolley 


Congjss  and  the 
Clintoites  assured 
these nones- 
senti:  work- 
ers, 47o  of  the 
noseount,  they 
wouk't  miss  a 
payclck — 
even:hough 
it  mht  be 
late.  0  why 
not  jt  keep 
then)n  the  job? 

Bne  a  19th  century 
callethe  Anti-Deficiency 
thatmong  other  things,  b 
em{vees  fi-om  working 
freelts  aim:  To  avoid  t 
broiig  Washington  in  c 
put(tf  the  workei-s  later  f 
for  ck  wages.  For  decac 
the  les  were  mostly  ignoi 
Th(.'arter  Administrati 
hov/er.  issued  the  strict 
ter'tation  used  here. 

'i  charade  steams  law 
Jars  Feldesman,  who  h 
dkgovernment  person 
disi  es:  "Congress  could  e 
ily>:  the  law  and  end  1 
si!  ss."      Mike  McNai 
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The  patented  "Lift  and 
Cut'™  system.  Hair  is 
lifted,  precisely  cut, 
I  drops  back  below  skin  level 
1  shave  that's  incredibly  close. 


[  the  985RX's 
roprocessor  and 
)  meter  display 
Itiple  functions, 
uding  personal 
dng  time  left. 


45  blades, 
each  work- 
ing in  tandem,  mean  razor 
sharp  precision  and  a  shave 
of  exceptional  closeness. 


Our  adjust- 
ment ring 
allows  you  to  customize  closeness 
with  9  individual  comfort  settings. 


QMore/co' 

Our  Closest  Shave  Ever 


Up  Front 


CHARITY  CASES 


WHEN  CHARITY  DOESNT  BEGIN  AT  HOME 


WHILE  OVERALL 

corporate  chari- 
table giving  is 
down,  there's  an 
interesting  cross- 
current: U.  S. 
companies  are 
donating  more 
abroad.  Adjusted 
foi'  inflation,  total 
giving  di{)ped  2% 
in  1994,  to  $6.1 
billion,  says  the 
American  Asso- 
ciation of  Fund 
Raising  Counsel 
Trust  for  Pliilantlii'opy.  That's 
part  of  a  slide  under  way 
since  1987  that  has  resulted 
from  factors  ranging  from  the 
'86  tax  I'efomi  to  gi-eater  cost- 
consciousness. 

On  the  international  fi-ont, 
howevei',  U.  vS.  corporate  be- 
neficence is  uj),  lai'gely  because 
it's  a  way  to  sow  goodwill  in 


OVERALL  U.S 
CORPORATE 
GIVING 
WORLDWIDE 


■87  '88  '89  '90  '91  '92  '93  '94 
A  BILLIONS  OF  1994  DOLLARS 

DATA:  AMERICAN  ASSOCIATION  Of  FUND-RAISING 
COUNSEL  TRUST  FOR  PHIUNTHROPY 


expanding  mar- 
kets. Plus,  says 
Sprint  ChaiiTnan 
William  Esrey, 
the  chairman  of 
care's  Coi-porate 
Council,  there  is 
dismay  over  such 
"mind-numbing" 
calamities  as  the 
Rwanda  crisis. 

Wliile  no  haixl 
numbers  exist 
on  corporate 
chai-ity  overseas, 
experts  say  it 
has  risen  rapidly.  The  Corpo- 
rate Philanthropy  Report 
newsletter  estimates  it  is  ex- 
panding yearly  by  60%.  A 
Conference  Board  survey 
finds  that  the  median  interna- 
tional chai-itable  contribution 
of  40  large  companies  almost 
doubled  in  1994,  to  $1.2 
million.  Stan  Crock 


l-WAY  PATROL 


THOU  SHALT 
NOTSURF^MUT 


V()UN<;  l.N'TERNET  PORN 
perusers  beware:  Don't  surf 
through  cybersmut  at  Brig- 
ham  Young  University.  You 
risk  expulsion.  The  Mormon 
school  electronically  snoops 
around  its  network  to  see 
who  is  visiting  Net  sex  sites. 

Browsing  tlu'ough  Internet 
porn  is  a  clear  violation  of 
the  school's  honor  code.  Stu- 
dents pledge  to  demonstrate 
"those  moral  virtues  encom- 


passed in  the  Gospel  of  Je- 
sus Christ."  Plus,  BYU's  com- 
puter-use policy  prohibits 
pom.  Since  the  school's  crack- 
down began  this  semester, 
the  worst  offenders — 10  stu- 
dents caught  visiting  forbid- 
den sites  at  least  200  times 
each — have  been  kicked  out 
or  have  voluntarily  left  the 
Provo  (Utah)  university.  An 
additional  191  offenders  are 
undergoing  counsehng. 

The  school  has  banned  100 
obvious  Net  sex  sites  such 
as  //  ttp://www.playboif.  co»i 
since  August.  Brigham 
Young's  network  automatical- 
ly generates  a  warning  every 
time  a  user  logs  into  an  off- 
limits  site,  cautioning  that 
the  student's  status  at  the 
university  is  "in  jeopardy." 

Other  religious-affiliated  col- 
leges are  more  lenient.  At  St. 
John's  University  in  Jamaica, 
N.  Y.,  there's  no  explicit  policy 
on  electronic  smut,  although 
staff  monitors  walk  around 
comj^uter  labs  to  ensure  that 
PCs  are  being  used  for  educa- 
tional puii^oses.  □ 


DRAWN  &  QUARTERED 


GOLDEN  HARVEST 


POLLUTION:  A  FARMER'S  BEST  FRIEND? 


CROPS  ACROSS  EUROPE  AND 

North  America  are  suffer- 
ing— not  because  of  acid  rain, 
but  for  a  lack  of  it.  While 
acid  rain  harms  forests,  it 
also  contains  sulfur,  an 
essential  nutrient 
Sulfur  helps  plants 
grow  and  fight  off 
pests  and  poisons. 

The  problem 
has  become  most 
acute  in  Europe 
over  the  past  five 
years,  say  scien 
tists — the  legacy  ot 
cleaning  up  sulfur- 
belching  electric  util- 
ities since  the  1970s. 
Hardest  hit:  sulfur-hungry 
plants  such  as  wheat  and  oil- 
seed raj^e,  which  produces  oil 
for  food.  Yields  have  fallen  in 
Gemianv  and  Scandinavia  for 


WHEAT:  Fail 
the  acid  test 


barley,  oats,  and  wheat, 
though  the  U.  S.  has  esca^ 
the  brunt  of  this,  sulfur-pj 
crops  were  spotted  receij 
in  thi'  sandy  soils  of  the  Cj 
ulmas  and  Arkansas.[ 
Absent  bring] 
back  acid  rain, 
solution  is  to 
more  for  sulfl 
laden  fertili2 
The  Sulphur  In! 
tute,  a  trade  gToj 
says  spending 
extra  $3.20  per  al 
for  sulfur  can  hi 
winter  cereal  gi'aij 
output  by  $45.  F? 
many  farmers  iIm 
do  it,  failing  to  recognizt  i 
symptoms.  No  sulfiu'  pi-olil 
exists  in  the  U.S.  Nortln , 
whei'e  there's  still  lots  ol'  a, 
rain.    Peggy  Salz-T'rauttri 


THE  BIG  PICTURE 


JOB  LEFT, 
I  DIDNT 


Fewer  unemployed  execu- 
tives are  relocating  to 
accept  or  look  for  a  new 
job.  One  reason  is  the 
dual-income  family  where 
a  woi'king  spouse  won't 
move.  Exception  to  the 
trend:  1993,  the  busiest 
downsizing  year,  when 
many  felt  they  had  to  move 

llAIA  CHALltNClR,  GRAY  S  CHRISIMAS  INC 


PERCENTAGE  OF 
14  JOBLESS  EXECUTIVES 


RELOCATING 


'90       '91        '9?        '93       '9'!  '95' 
■THROUGH  SEPT  30,  1995 


FOOTNOTES  U.S.  .sales  of  basketball  equipment:  1988,  $95  million;  1993,  $136  million;  1994,  $145  million 
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hanks  to  SkyTel  2-Way 


aging  with  Guaranteed. 


ell  V  e  r  y™  John  Banks  n  o 


his  team  got  his  page. 


your 


^Tel  features , 

/ay  pagers  exclusjvjely  bv  Motorola 


troducing  SkyTel  2-Way  Paging. 

only  paging  system  with  Guaranteed  Delivery,  so 
're  always  sure  that  your  messages  arrive.  It  also 
you  reply  to  messages  directly  from  your  pager, 
)ur  pager  can't  do  that,  call  1-800-815-9540. 


0^that? 


SkKTeTA^ 

How  The  World  Stays  In  Touch" 


<95  SkyTel 


SKKTel2W 


1  800  815  9540 
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ALL  MERGERS 

ARE  NOT  CREATED  EQUAL  

I  read  "The  case  against  mergers" 
(Special  Report,  Oct.  30)  with  keen 
interest.  TVaditionally,  acquisitions 
praised  on  the  altar  fall  short  of  expec- 
tations within  a  few  months  or  years. 
The  networking  industiy,  however,  rans 
counter  to  this  trend. 

The  three  largest  data  networking 
companies — Cisco  Systems,  3Com,  and 
Bay  Networks — are  also  the  fastest- 
gi-owang  and  have  provided  shai'eholders 
substantial  retmnis  on  their  investments. 
In  the  most  recent  quarter,  their  annu- 
alized r-etums  on  equity  were  42%,  43%, 
and  30%,  respectively. 

Acquisitions  have  been  an  important 
part  of  theii'  gTowth  and  success.  For  in- 
stance, 3Com  Corp.  has  made  10  acqui- 
sitions in  the  past  four  years,  during 
which  time  the  company's  market  capi- 
talization has  increased  enormously — 
from  $385  million  to  more  than  .$8  bil- 
lion. In  contrast,  over  that  same  peiiod 
of  time  (which  in  oiu-  industiy  is  certain- 
ly long  enough  to  pass  judgment),  some 
other  companies  that  have  chosen  to 
buck  the  consolidation  trend  have  not 
grown  as  fast,  have  in  fact  lost  market 
share  in  many  cases,  and  have  failed  to 
take  advantage  of  the  opportunities 
emerging  in  new  market  segments  of 
our  industry. 

Eric  Benhamou 
Chairman  and  ceo 
3Com  Corp. 
Santa  Clara,  Calif. 

What  continues  to  amaze  me  is  the 
number  of  "megadeals"  that  go  wrong. 
These  are  large  companies  staffed  with 
smart  people  being  advised  by  top  in- 
vestment bankei's,  lawyers,  and  accoun- 
tants. The  very  problems  that  have  led 
to  the  failure  of  many  of  the  megadeals 
cited  in  business  week  were  facts  that 
should  have  been  obvious  to  the  buyer 
from  the  start. 

While  Mattel  is  happy  to  be  among 
the  17%  of  companies  that  "created  sub- 
stantial value"  in  the  Mercer  [Manage- 
ment Consulting]  analysis,  it's  still  hard 


CORRECTIOKS  &  CLARIFICATION 

In  "Has  Sam  been  minding  the  store?" 
nance,  Nov.  13),  which  examined  the  | 
formance  of  some  of  Sam  Zell's  invt 
ments,  business  week  reported  that  "inves 
in  the  Zell/Chilmark  Fund  shifted  mana 
ment  control  away  from  [David]  Schulti 
a  Zell-led  group."  We  did  not  mean  to 
ply  that  the  change  in  control  was  insti^ 
ed  by  the  fund's  limited  partners.  Rathe 
grew  out  of  private  discussions  betw 
general  partners  Zell  and  Schulte.  Their 
cision  was  announced  to  the  fund's  of 
investors  at  the  aimual  meeting  on  Oct. 
No  vote  on  the  change  in  control  was 
quired,  and  none  was  taken. 


The  IBM  ThinkPad  described  in  the  text  < 
table  of  "Laptops:  Now,  you  don't  have 
settle"  (Cover  Story,  Nov.  6),  is  the  mo 
701C. 

Our  Nov.  20  Corrections  &  Clarifications 
misidentified  the  chairman  of  Korn/Fe 
International.  He  is  Richard  M.  Ferry 


to  understand  why  the  group  i 
small. 

Michael  J.  Wi 
Vice-President 
Corporate  Developrr 
Mattel 
El  Segundo,  C 

PROSPERING' 

WOULD  BE  MORE  LIKE  IT 


I  must  respond  to  your  portraya 
Equity  Residential  Properties  Ti- 
(eqr)  in  "Has  Sam  been  minding 
store?"  (Finance,  Nov.  13).  I  do 
agree  with  your  category  selection 
"mi.xed"  regarding  eqr's  performar 
Between  our  initial  public  offering! 
August,  1993,  and  Sept.  30  of  this  y« 
dividends  pei'  share  have  gone  up  V 
the  stock  pi-ice  is  up  8%,  revenues 
up  212^'^,  and  the  total  mai'ket  capital] 
tion  is  up  195%.  If  you  had  been  fami' 
with  oiU'  perfonnance,  I  believe  our  a 
pany  would  have  been  properly  placed 
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ou've  been  watching  the  "Sneaker 
Network"  for  too  long.  People  run- 
l  from  machine  to  machine,  limiting 
ductivity  and  efficiency  in  the  office. 
What  you  need  is  a  more  productive 
em.  One  where  printing,  faxing,  copy- 
and  filing/scanning  are  all  managed 
)ugh  a  single  multi-function  digital 
em.  That's  the  kind  of  Total  Document 
nagement  system  you  get  with  the 
ion  GP  Series. 

Now,  an  entire  work  group  can  han- 
all  the  tasks  network  document  pro- 
;ing  requires,  from  start  to  finish,  more 


productively  than  you  ever  thought 
possible.  And  because  the  GP  Series  can 
co-exist  with  desktop  and  centralized 
computers,  you  don't  have  to  alter  your 
computing  environment  just  to  make  your 
work  environment  more  productive.  Best 
of  all,  the  GP  Series'  modular  design  lets 
you  configure  and  expand  your  Total 
Document  Management  system  to  meet 
your  needs  now  and  well  into  the  future. 

The  GP  Series  is  just  one  of  Canon's 
digital  office  system  solutions  that  will 
raise  you  to  new  levels  of  productivity 
today  and  tomorrow. 


When  the  rest  say  you  can't,  Canon 
says  you  can.  For  more  information,  call 
1-800-OK-CANON. 


f  iistomer  is  responsible  for  determining  the  compatibtbty  with  their  systems.  Optional  equipment  required.  Novell®  and  NetWare®  are  registered 
-  trademarks  of  Novell,  Inc.  TRIL  qualified  Token  Ring  Products  are  certified  for  physical  interoperability  in  multivendor  environments. 

Appro™,!    ©1995  Canon  U.S.A.,  Inc. 


Canon 


GALANT 


designed  to  supplement  the  three-point  shoulder/lap  safety  belts.  tComparison  based  on  most  current  Information  for  comparably  equipped  models. 
MrtsutJishi  HomeLink®  System  is  exclusive  to  Galant  in  import  midsize  sedan  segment  and  standard  on  both  the  ES  and  LS  models.  House  lights 
HomeLink's® optional  lighting  system.  "ES  Premium  Package  as  shown  above  includes  power  sunroof,  fog  lamps,  alloy  wheels,  upgraded 
l^ttbf  triijn  and  audio  system.  Prices  exclude  taxes,  title,  license,  registration  feSi  freight,  dealer  options  and  charges. 


From  your  first  moment  in  a  Galant,  you'll  sense  the  start  of  an  enduring  relationship.  After 

THE  GALANT 

all,  it  protects  you  with  standard  dual  air  bags*  front  and  rear  crumple  zones  and  available 

FOR  1  996. 

anti-lock  brakes.  It  recognizes  your  need  for  space  by  giving  you  more  interior  room  than 

THE  START  OF 

the  Accord  or  Altima,^  And  it  provides  reassurance  with  the  exclusive  Mitsubishi  HomeLink® 

A  STIMULATING 

System,  which  lets  you  control  the  lights  in  your  home  from  the  safety  of  the  driver's  seat." 

RELATIONSHIP. 

But  perhaps  the  Galant's  strongest  trait  of  all  is  its  dependability.  A  trait  we  back  with  a 
powertrain  warranty  that  can  carry  you  into  the  next  century.  As  always,  in  any  relationship. 


financial  compatibility  is  a  must.  The  Galant  S  starts  at  $14,920,  while  the  ES  with  Premium 


Package  is  $21,454."  Call  1-800-55M ITSU  for  the  Mitsubishi  Motors  Dealer  nearest  you,  and 


for  what's  bound  to  be  an  engaging  test  drive.  Mitsubishi.  The  New  Thinking  in  Automobiles.™ 


4  MITSUBISHI 
jrm  MOTORS 


Readers  Report 


the  "prospering"  categoiy  of  youi*  story. 

Douglas  Crocker 
President  and  CEO 
Equity  Residential  Properties  Ti'ust 

Chicago 

A  TO  Z  ON 

COMPUTER  BUYING  

Congi'atulations  on  "Computers:  Our 
first  annual  buying  guide"  (Cover  Story, 
Nov.  6).  You  did  a  good  job  of  com- 
municating the  technical  information 
readers  need  to  make  buying  decisions 
without  giving  them  the  sense  that 
they're  reading  "Intro,  to  Particle 
Physics." 

Timothy  J.  Rudd 
Carrollton,  Tex. 

I  just  received  the  computer  buying 
guide.  Much  to  my  surprise,  Apple  Com- 
puter Inc.'s  Macintosh  was  not  listed 
anywhere  in  your  article  except  for  a 
side  note  about  Apple's  Perfoma  line.  I 
am  the  proud  owner  of  a  Power  Mac 
8500  that  I  promise  you  has  no  match 
on  the  Intel  side  as  far  as  power  and 
ease  of  use  right  out  of  the  box. 

How  can  your  article  about  laptops 
not  even  mention  an  Apple  PowerBook? 


I  ask  that  you  research  the  Apple  prod- 
uct line  and  discover  why  devout  Macin- 
tosh users  will  never  have  a  need  for  a 
product  like  Windows  95. 

Mike  Ritter 
West  Liberty,  Ohio 

WHY  THE  BIG  BOYS 
SUDDENLY  LIKE  NO-LOADS 

You  have  done  a  great  disservice  to 
mutual-fund  investors  ("The  big  boys 
finally  say  'yes'  to  no-loads,"  Finance, 
Nov.  6).  Your  reporter  suggests  that  in- 
vestors will  be  better  off  with  these 
new  no-load  options:  "Instead  of  a  hefty 
load,  investors  will  pay  the  broker  a 
small  annual  fee . . .  between  1%  and  2% 
[annually]."  This  would  be  in  addition  to 
annual  operating  expenses,  which  are 
around  1.5%  per  year. 

No  wonder  the  "big  boys"  are  diving 
in.  This  "small"  fee  would  dwarf  any 
load,  even  after  a  relatively  short  hold- 
ing period,  especially  if  investors  would 
noiTTially  realize  discounted  commissions 
through  large  purchases.  The  industry 
just  doesn't  get  it.  The  problem  is  not 
that  investors  are  unwilling  to  pay  a 
load.  (On  the  contrary,  most  people  are 
happy  to  pay  for  good  financial  advice.) 


It's  that  brokers  have  trouble  justil 
the  cost  associated  with  the  qualilj 
the  advice  and  services  they  provi(j 
Theodore  S. 
Financial  Ad>j 
Hefren  Tillotson| 
Butleri 
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We  Provide  The  Right  Tools 
To  Meet  Any  Global  Business  Challenge. 


THUNDERBIRD 

The  American  Graduate  School  of 
International  Management 

Since  1946  we  have  been  providing  domestic  and  international  corporations  with  men  and  women 

who  have  the  essential  ingredients  for  conducting  business  anywhere  in  the  world. These  professionals  are 

the  perfect  combination  of  skill,  innovation  and  global  management  talent. 

These  future  business  leaders  have  mastered  the  tools  to  play  a  dominant  role  in  global 
^^■^      "^^f   enterprises.  More  than  2^,000  alumni  do  this  in  all  50  states  and  13.^  countries. They  have 
^    learned  to  turn  obstacles  into  opportunities. 


^,  ^      THUNDERBIRD  offers  the  Master  of  International  Management  degree,  the  Executive 

^  Master  of  International  Management  degree,  and  the  Post  MBA  degree  program. They 
^/  j^  prepare  THUNDERBIRD  graduates  to  negotiate  complex  deals  in  China,  handle  currency 

4  N  ^  problems  in  Latin  America,  open  new  markets  in  Eastern  Europe,  and  analyze  risk  in  emerging 
nations. They  turn  cold  sweats  and  sleepless  nights  into  success  stories  for  companies  around  the  world. 

THUNDERBIRD  alumni  can  be  found  in  huge  multinational  corporations  and  entrepreneurial  enterprises. 
These  globalists  have  everything  it  takes  to  tackle  any  kind  of  business  challenge.  And  they  learned  it 
at  Thunderbird  --  generation  after  generation. 


People  The  Tools  That  Make  It  Work. 
THUNDERBIRD 


50  Years  of  Global  Leadership 


Office  of  Admissions  •  15249  Nonh  59th  Avenue  •  Glendalc,  Arizona  8530^6003  •  AACSB  ACCREDITED 

Tel.  U  S  1-800-848-908-)  Ext  742.3  •  Fax  602-439-5432  •  Tel  Int'l  602-978-7210  Ext  7425 
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"At  Sunkyong,  we  are  not 
awaiting  the  21st  century, 
we  intend  to  shape  it." 

Jong-Hyon  Chey 
Chairman  of  the  Sunkyong  Group 


When  the  Sunkyong  Group  was  founded  in  1953,  we  major  presence  in  telecommunications,  distribution, 
were  a  small  company  producing  woven  textiles.  financial  services,  and  engineering  &  construction. 
Today,  Sunkyong  is  one  of  the  five  largest  conglomer-  The  result  in  the  United  States  Sunkyong 


ates  in  Korea,  with  offices  in  all  of 
the  world's  major  business  centers. 
As  the  first  Korean  company  to 
produce  synthetic  fibers,  Sunkyong 
has  grown  into  a  vertically  integrat- 
ed manufacturer  of  a  broad  spec- 
trum of  products  ranging  from 
petroleum  to  textiles. 

At  present,  Sunkyong  is  a  major 
producer  of  petroleum-based 
products,  a  global  trading  compa- 


The  Sunkyong  Group  of 
Korea,  with  annual  revenues 

of  more  than  $22  billion 
and  over  22,000  employees  on 
five  continents,  is  a  worldwide 
leader  in  the  fields  of 
energy!,  international  trade, 
petrochemical  products, 
telecommunications,  and  engi- 
neering &  construction. 


generates  over  $1.5  billion  in 
annual  revenues  working  with 
hundreds  of  American  companies, 
and  we  have  strategic  alliances 
with  such  giants  as  Polaroid  and 
the  Fleming  Companies. 

These  alliances  reflect  the 
focused  application  of  time, 
energy,  and  resources  required  for 
a  shared  understanding  of  objec- 
tives -  a  shared  vision  of  economic 


ny,  and  a  leading  manufacturer  of  polyester  films  globalization.  A  vision  we  at  Sunkyong  are  dedicated 
and  magnetic  and  optical  media.  We  also  have  a      to  making  a  reality. 

For  more  information,  contact  John  Rich,  Sunkyong  U.S.A.,  Inc., 
110  East  55th  Street,  New  York,  N.Y.  10022,  Fax:  (212)  906-8137 


FOR    SUCCESS    WORLDWIDE,    SAY  SIINK¥wNO 

Sunkyong  Limited  •  Yukong  Limited  ■  Sunkyong  Industries  •  SKC  ■  Sunkyong  Engineering  and  Construction 


?&UTe  finishing  a  presentation 


on  Lotus  Freelance  Graphics, 


printing  a  report  on  your  boss'  desk, 


and  browsing  the  Internet 


all  at  the  same  time. 


Is  it  the  espresso  or  OS/2 
Warp  Connect? 


While  OS/2®  Warp  Connect  may  not  come 
with  a  twist  of  lemon,  it  can  do  something  that's 
nothing  less  than  extraordinary. 

It  will  let  you  access  multiple  servers  on 
multiple  networks  at  the  same  time,  wherever 
you  might  happen  to  be. 

Just  make  one  phone  call  and  enter  your 
password.  That's  all 

it  takes  to  connect  Can  your  soft 
into  Internet,  NT,® 

UNIX®,  NetWare^  Windows®  for  Worl<^roup  and 
IBM  servers.  And  that's  all  it  takes  to  share  drives 
and  printers,  graphics  files  and  databases.  Even 
applications.  It's  amazing,  really. 

And  because  there  are  separate  memory 
address  spaces  built  in,  it's  crash-protected.  So 
a  problem  with  one  program  won't  crash 
everything  you're  running. 

With  OS/2  Warp  Connect,  you  can 
create  Person  to  Person™  connections 
with  up  to  eight  people,  whether  they're 


four  floors  away  or  four  time  zones.  So  you  can 
conference  by  video.  Collaborate  by  challdioard. 
Communicate. 

And  you  can  do  it  all  with  the  speed  and 
reliability  of  OS/2,  the  software  that  readers  of 
InfoWbrld  voted  Product  of  the  Year  for  three 
consecutive  years.  If  you're  looking  for  network 

connectivity,  com- 
ic are    do    this?       patibility  and  true 

nuiltitasking,  you 
should  remember  one  important  thing:  It's  not 
only  where  the  working  world  is  headed,  it's 
where  it  is  right  now. 

To  find  out  how  OS/2  Warp  Connect  can 
help  your  business,  call  us  at  1  800  IBM-3333, 
ext.  EAIOO.  Or  visit  our  web  site  at  http://www. 
austin.ibm.com/pspinfo/os2.html.  You'll 
find  it  quite  stimulating. 


Solutions  for  a  small  planet™ 


OS/2  Wafp  Conned  Fullpack  is  available  Icom  IBM  lor  $189  by  calling  1  800  IBM-3333,  exi  EA  100  In  Canada,  please  call  1  800  0S2-WARP.  exi  094  Reseller  prices  may  vary  The  IBM  home  page  is  localed  al  hllp  //»iww,ibm  com  IBM  and  OS/2  are  registered 
trademarks  and  P;rson  to  Person,  Solulions  loi  a  small  planet  and  the  OS/2  logo  are  trademarks  ot  International  Business  Machines  Corporation  All  other  company  and/or  product  names  are  trademarks  and  registered  trademarks  ol  their  respective  companies 
©  1995  IBM  Corporation  All  rights  reserved 
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HARD  LANDING 

The  Epic  Contest  for  Power  and  Profits  That  Plunged  the  Airlines  into  Chaos 

By  Thomas  Petzmger  Jr. 
Times  Business  •  520pp  •  $30 


WILBUR  AND  ORVILLE 
THEY  AIN'T 


It's  spring,  1977,  and  recently  elected 
President  Jimmy  Carter  wants  to 
deregulate  the  airlines.  American 
Airlines  Chairman  Albert  Casey  is  tes- 
tifying before  the  Senate  subcommittee 
on  aviation,  explaining  why  deregula- 
tion won't  work,  while  a  mean-looking 
man  with  pointed  teeth  and  shcked-back 
hair  is  tm-ning  pages  for  him.  When  the 
hearing  ends,  the  mean-looking  guy  ap- 
proaches a  congi-essional  staffer-  and  de- 
clares: "You  f — ing  academic  eggheads! 
You're  going  to  rain  this  industry." 

Robert  L.  Crandall,  now  chairman  of 
American,  was  wrong,  of  coui'se.  Dereg- 
ulation didn't  r-uin  the  industry.  In  fact, 
it  fostered  a  hor-de  of  new  competitors 
who  cut  fares  to  the  point  that  flying 
was  sometimes  cheaper  than  driving. 


But  the  skies  haven't  been 
friendly.  As  they  have  at- 
tempted to  adjust  to  new  re- 
alities, even  the  lar'gest  U.  S. 
earners,  such  as  United  Air- 
lines Inc.  and  American,  have 
been  batter-ed  by  labor  dis- 
cor-d  and  billions  in  losses 
since  the  late  1980s.  A  flock 
of  air-lines,  including  Eastern, 
Pan  Am,  and  People  Ex- 
press, didn't  sur-vive. 

Of  course,  a  lot  more  than 
ft-ee-market  dynamics  lies  behind  their 
demise.  Many  carriers  were  victims  of 
the  arrogance  and  drive  of  the  execu- 
tives who  shaped  the  industry.  In  Hard 
Landing,  veteran  Wall  Street  Journal 
r'epoiter  Thomas  Petzinger  Jr.  lays  out 


in  masterful  detail  the  wild  ride  th  ii 
dustry  has  taken. 

Petzinger  builds  the  story  axoundtoi 
orful  portraits  of  men  such  as  Cran^' 
Frank  Lorenzo,  and  Herbert  Ke!i 
Only  Kelleher,  the  chain-smoking, 
Turkey-drinking  character  who  sii 
handedly  created  Dallas-based  Su 
west  Airhnes  Co.,  comes  off  as  n 
of  a  hero.  While  fighting  off  comi 
tors'  legal  thr-eats  and  political  mai 
verings,  he  keeps  his  sense  of  hui 
dressing  up  as  the  Ea: 
bunny  or  settling  a  law 
via  an  arm-wrestling  rna: 
Across  town,  Amen 
rises  to  be  No.  1  under  < 
daU,  a  brilliant  executive 
created  such  consumer  1" 
as  Super  Saver  far-es  am 
quent-flier  pr-ograms.  But 
also  depicted  as  a  mean 
ited  manager-  and  brutal 
versary  who  happily  si. 
to  such  dirty  tricks  as  I 
ing  travel  agents'  view  of  compet 
fares  on  his  Sabr-e  computer-res- 
tion  system.  Former  United  Aii 
ChauTnan  Stephen  M.  Wolf  is  porti  a 
as  aloof  and  obsessive.  And  he 
misses  a  trick,  negotiating  fat  stock 
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Dedicated  To  The  Success  Of  Your  Business 


You'll  see  large  and  small  businesses  on  the  move...on  the  Internet. 
We'll  explore  ways  to  incorporate  videos,  pictures  and  text  within 
one  easy-to-use  database.  We'll  educate  you  on  the  latest  ergonomically 
sound  workplace  environments  to  improve  job  performance,  reduce 
fatigue,  and  much  more  . 


The  National 
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Power 
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Books 


tions  that  he  cashes  in  after  spnacing  up 
and  then  selUng  Repubhc  Au'Unes.  Fly- 
ing Tiger,  and  United. 

Then  there's  the  infamous  Lorenzo. 
Bouncing  from  one  highly  leveraged 
hostile  takeover  to  the  next,  Lorenzo 
built  tiny  Texas  International  into  an 
empire  that  included  Conti- 
nental Airlines,  New  York 
Air,  Eastern  Air  Lines,  and 
People  Express.  Lorenzo's 
real  legacy:  the  hatred  he 
engendered  in  employees 
thi'ough  such  tactics  as  put- 
ting a  still  solvent  Continen- 
tal into  bankinptcy  in  order  to  abro- 
gate union  contracts.  Petzinger  adds 
new  dimension  to  the  Lorenzo  slash- 
and-bum  stereotyjje:  "Wliat  he  did  was, 
if  anytlung,  even  lower  He  walked  away 
and  let  [his  underlings]  do  it  for  him." 

Petzinger's  insights  and  his  ability  to 
tell  riveting  stories  make  Hard  Landing 
a  good  read  as  well  as  a  valuable  re- 
source. But  the  book  disappoints  in  sev- 
eral key  ways.  It  lacks  analysis  of  why 
the  industry  keeps  careening  between 
near-disaster  and  record  profits.  And  it 
offei-s  little  insight  into  where  the  indus- 
tiy  is  heading.  The  book  also  places  too 
much  emphasis  on  the  Texas  airlines. 


neglecting  such,  important  players  as 
Delta,  Northwest,  and  twa.  And  Hard 
Landing  barely  remarks  on  such  recent 
developments  as  last  year's  $5  bilhon 
employee  buyout  at  United  or  the  cur- 
rent fiery  battle  in  California  between 
feisty  Southwest  and  United's  Shuttle. 

Petzinger  offers  riveting  stories  of 
the  airlines'  bosses-but  little  insight 
into  the  future  of  the  industry 


In  his  defense,  Petzinger  says  that  he 
actually  -wTote  800  pages  that  the  pub- 
lisher condensed  to  around  400,  any  re- 
poi'ter's  nightmare. 

Even  if  Hard  Landing  fails  to  con- 
nect all  the  dots,  the  airline  industiy's 
tribulations  fall  into  a  clear  pattern. 
Hard-driving,  incredibly  ambitious  men 
such  as  Crandall  and  foiTner  astronaut 
Frank  Borman,  who  headed  up  East- 
ern, are  drawn  to  an  industry  that 
seems  to  have  an  almost  erotic  hold  on 
their  imaginations.  While  such  men  are 
often  great  builders  of  fleets  and  sys- 
tems, they  too  often  end  up  in  pitched 
battles  with  employees.  As  recently  as 


two  years  ago,  Crandall  provokei 
strike  by  flight  attendants,  convin 
he  could  intimidate  them  into  cros 
picket  hues. 

As  with  deregulation,  Crandall 
viTong.  The  picket  lines  held,  and  An 
lean's  service  was  completely  disiTjp 
diuing  the  important  Thar 
giving  holiday.  Two  years 
er,  after  binding  federal  a: 
tration,    Amierican's  flii 
attendants  walked  away  w 
twice  the  raise  the  comp; 
had  offered.  Now  that  Am 
can  is  posting  record  proi 
Crandall's  call  for  wage  concessions  fi 
other  unions  appears  doomed. 

Why  can't  there  be  more  Kelleh 
and  fewer  Lorenzos  in  the  U.  S.  air 
industry?  You  can't  blame  the  bellic 
management  style  on  entrenched 
ions:  Southwest's  employees  are  uni 
ized  and  happy,  enabling  Kelleher's 
nancially  healthy  airhne  to  k( 
expanding  at  the  expense  of  the 
jors.  Maybe  all  airline  chief  execut 
officers  should  be  required  to  dress 
as  the  Easter  bunny  once  a  year 

BYSUSANCHANDLl 
Chandler  covers  transpoHation  fi 
BUSINESS  week's  Chicago  bureau. 


ThereS  never  a  dull  moment  in  the  great  port  city  of 
Osaka   Emperors  have  been  buried  here  Warlords  built 
their  castles  here.  Merchant  families  made  their  fortunes 
here  Japan  s  huiirakii  puppet  theatre  got  its  start  here 

And  It  s  here  that  the  -  ? 

long-awaited  Osaka  Imperial  Hotel 
will  open  in  March  1Q96 
Like  Tokyo  s  legendary  Imperial 
Hotel,  the  Imperial  Hotel  in  Osaka 
will  he  the  premier  hotel  in  the 

city.  v\ith  an  unbeatable  location  jusl  muluciy  between  the  commercial 
district  I  downtown  I  and  Osaka  Business  Park  (uptown)  Well  be  close 
to  Osaka  s  cultural  trea-.ures  and  nationally-famous  restaurants  And 
e\  er\  spring,  our  w  indow  s  w  ill  open  onto  the  glorious  spectacle  of 


5.000  cherry  trees  in  full 
bloom  along  the  banks  of 
the  historic  Okawa  River 
\\"e  expect  to  welcome  a 


neighborhood  during 
m  Osaka  as  in  Tokyo, 
always  where  the  action  is  — 
question  the  best  address  in  tow  n. 


few  thousand  extra  visitors  to  our 
that  time  But  it  goes  to  show  that. 
The  Imperial  is 
and  w.  ithout 


one  of 


STEIGENBERGER 

H  .  O  .  T  •  E  .  L  .  S 


IMPERIAL    HOT  E  L 

TOKYO 


For  intormacion.  contact  the  Overseas  Sales  Offices  of  the  Imperial  Hotel.  London  Tel:  ( 1 "  1)35  ^-P''^.  New  York  Tel:  (212)692-9001;  Los  Angeles  Tel:  (213)62"'-6214. 
For  reservations,  contact  the  Imperial  Hotel.  Tokyo  Tel:  (03)3504-1 1 1 1 ,  or  contact  your  nearest  travel  agent.  For  reservations  at  the  Bah  Imperial  Hotel  resort  on  Legian  Beach, 

Bail.  Indonesia,  contact:  Tel.  (62)361-7  30730 

The  Imperial  Hotel,  Osaka,  will  open  on  March  15.  1996. 

OAP  (Osaka  Amenity  Park),  1-chome.  Ttnmabashi.  Kita-ku.  Osaka  530.  Japan  Tel:  (06)881-11  1 1 

i'  nrjn  ot  feudal  lord  Toyoiomi  Hi(Jcyo>hi  i  Kjth  v  f  from  the  i.ollfclion  of  Koudaiit,  Kyoio  I'vippt-t  from  !hc-  i.'.lit-i.(ion  ci  ihc  \\  a-'frdj  I  ni\ct-.ii\  Thtr.urc  Miivfum  Tok\'i 


Planning  for  college  is  an  education  in  itself. 


As  a  life  insurance  and  financial  services  company,  we  can  offer  parents  a  number  of  ways  to  put 
money  aside  for  college.  We  can  even  insure  your  children  will  have  money  for  school  if  something 
happens  to  you. 

As  the  only  insurance  company  authorized  by  the  Lincoln  family  to  bear  his  name,  we  work 
harder  to  help  you  find  the  best  way  to  pay  for  an  education. 

After  all,  it  was  Lincoln  who  signed  the  legislation  that  established  the  state  university  system. 
So  it's  not  just  a  policy  for  us.  It's  a  legacy. 


©/994  Lincoln  National  Life  Insurance  Co..  Fori  Wayne.  Indiana  46S01 
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HARDCOVER  BUSINESS  BOOKS  | 

1                    PAPERBACK  BUSINESS  BOOKS 

1 

1  BUFFETT  by  Roger  Lowenstein  {Random  House  •  $27.50) 
The  life  and  wisdom  of  the  Oracle  of  Omaha. 

2  BUILT  TO  LAST  by  James  C.  Collins  and  Jerry  I.  Porras 
(HarperBusiness  •  $25)  How  3M.  Wal-Mart.  Procter  & 
Gamble,  and  others  became  standouts. 

3  THE  BEARDSTOWN  LADIES'  COMMON-SENSE 
INVESTMENT  GUIDE  by  the  Beardstown  Ladies  Investment 
Club  with  Leslie  Whitaker  (Hyperion  •  $19.95)  Recipes  for 
Four-Bean  Salad,  Five-Hour  Stew — and  23%  returns. 

4  FIRST  THINGS  FIRST  by  Stephen  R.  Covey,  A.  Roger 
Merrill,  and  Rebecca  R.  Merrill  (Simon  &  Schuster  •  $23) 
Managing  your  time  by  balancing  your  life. 

5  HOW  TO  DRIVE  YOUR  COMPETITION  CRAZY  by  Guy 

Kawasaki  (Hyperion  •  $22.95)  Pulling  off  the  gloves — and 
giving  the  other  guy  fits. 

6  MICROSOFT  SECRETS  by  Michael  A.  Cusumano  and  Richard 
W.  Selby  (Free  Press  •  $30)  An  academic  look  at  the 
company's  product  development  and  management  style. 

7  RAVING  FANS  by  Kenneth  Blanchard  PhD  and  Sheldon 
Bowles  (Morrow  •  $20)  How  to  turn  customers  into  your 
biggest  boosters. 

8  MAKE  IT  SO  by  Wess  Roberts  PhD  and  Bill  Ross  (Pocket 
Books  •  $22)  From  Star  Trek's  Captain  Jean-Luc  Picard, 
leadership  lesson  and  deep-space  lore. 

9  INSIDE  THE  TORNADO  by  Geoffrey  A.  Moore 
(HarperBusiness  •  $25)  A  dip  into  Silicon  Valley  for  lessons 
on  marketing. 

10  THE  DISCIPLINE  OF  MARKET  LEADERS  by  Michael  Treacy 
and  Fred  Wiersema  (Addison-Wesley  •  $25)  Consultants 
diagnose  what  successful  companies  do. 

11  JESUS  CEO  by  Laurie  Beth  Jones  (Hyperion  •  $16.95) 
Applying  the  teachings  of  the  Bible  to  business  problems. 

12  THE  WARREN  BUFFETT  WAY  by  Robert  G.  Hagstrom  Jr. 
(Wiley  •  $24.95)  A  useful  analysis  of  how  Buffett  does  it. 

13  FIDELITY'S  WORLD  by  Diana  B,  Henriques  (Scribner  •  $26) 
Is  the  mutual-fund  giant  "an  800-pound  gorilla"  in  need 

of  a  leash? 

14  THE  NEW  POSITIONING  by  Jack  Trout  with  Steve  Rivkin 
(McGraw-Hill  •  $21.95)  To  build  your  market,  first 
understand  how  buyers'  minds  work. 

15  COMPETING  FOR  THE  FUTURE  by  Gary  Hamel  and  C.K. 
Prahalad  (Harvard  Business  School  •  $24.95)  For  healthy 
growth,  anticipate  the  future — and  how  to  dominate  it. 


1  THE  SEVEN  HABITS  OF  HIGHLY  EFFECTIVE  PEOPLE 

by  Stephen  R.  Covey  (Fireside  •  $12)  Habitually  popular. 

2  1001  WAYS  TO  REWARD  EMPLOYEES  by  Bob  Nelson  (Wor 
man  •  $8.95)  Give  them  a  champagne  brunch,  a  casual- 
dress  day — or  plain  old  cash. 

3  GETTING  TO  YES  by  Roger  Fisher,  William  Ury,  and  Bruce 
Patton  (Penguin  •  $11.95)  A  Harvard  team's  step-by-step 
guide  to  conflict  resolution. 

4  YOUR  MONEY  OR  YOUR  LIFE  by  Joe  Dominguez  and  Vick 
Robin  (Penguin  •  $11.95)  To  achieve  financial  indepen- 
dence, restructure  your  life.  \ 

5  SOROS  ON  SOROS  by  George  Soros  with  Byron  Wien  and 
Krisztina  Koenen  (Wiley  •  $19.95)  Financial  tips  and 
political  philosophy  from  the  "world's  most  powerful  trader 

6  THE  1995  WHAT  COLOR  IS  YOUR  PARACHUTE?  by 

Richard  Nelson  Bolles  (Ten  Speed  Press  •  $14.95)  The 
enduring  job-search  bible. 

7  ZAPP!  by  William  C.  Byham  PhD  with  Jeff  Cox  (Fawcett  • 
$10)  How  "empowerment"  revved  up  employees  at  the 
fictional  Normal  Co. 

8  THE  WALL  STREET  JOURNAL  GUIDE  TO  UNDERSTANDIN(iC 
MONEY  AND  INVESTING  by  Kenneth  M.  Morris  and  Alan  ^ 
Siege!  (Fireside  •  $13.95)  Concise  explanations  enriched 
with  graphics. 

9  THE  FIFTH  DISCIPLINE  by  Peter  Senge  (Currency  •  $18. £ 
Creating  the  "learning  organization. " 

10  THE  ONE  MINUTE  MANAGER  by  Kenneth  Blanchard  PhD 
and  Spencer  Johnson  M.D.  (Berkley  •  $9.95)  Three 
management  techniques,  conveyed  in  brief  story  form. 

11  PERSONAL  FINANCE  FOR  DUMMIES  by  Eric  Tyson  (IDG 
Books  •  $16.95)  Lighthearted  primer 

12  THE  PURSUIT  OF  WOW  by  Tom  Peters  (Vintage  •  $14) 
Irreverent  tips  on  keeping  products,  organizations,  and  peof. 
from  going  stale. 

13  THE  GOAL  by  Eliyahu  M.  Goldratt  (North  River  Press  • 
$19.95)  Bringing  your  strategies  in  line  with  your  No.l 
purpose:  making  money. 

14  KNOCK  'EM  DEAD  by  Martin  Yate  (Adams  •  $9.95)  A  job- 
seeker's  handbook. 

15  DO  WHAT  YOU  ARE  by  Paul  D.  Tieger  and  Barbara  Barron- 
Tieger  (Little,  Brown  •  $16.95)  Discover  your  personality 
strengths,  then  get  the  right  job. 


BUSINESS  week's  Best-Ssller  List  is  based  on  a  survey  of  chain  and  independent  booksellers  that  carry  a  broad  selection  of  books  on  economic: 
management,  sales  and  marketing,  small  business,  investing,  personal  finance,  and  careers.  Well  over  1,000  retail  outlets  nationwide  are  repn 
sented.  Current  rankings  are  based  on  a  weighted  analysis  of  unit  sales  in  October. 


HOT  TYPE 


If  ever  an  old  adage  fits,  this  is  it: 
Don't  judge  this  month's  No.  6  best- 
seller by  its  cover.  Microsoft  Secrets  (Free  Press,  $30)  has  an 
eye-grabbing  title  that  might  make  you  think  you'll  be  dished 
up  some  delectable  dirt  on  the  software  giant.  Think  again.  In- 
stead, authors  Michael  A.  Cusumano  and  Richard  W.  Selby 
provide  a  thorough  analysis  of  the  whys  and  wherefores  of  Mi- 
crosoft Corp.'s  huge  success.  But  secrets?  They're  not  here. 

What  is  here  is  a  meticulous  accounting  of  how  Microsoft 
operates — from  its  rigorous  hiring  methods  (only  2%  to  3%  of 
those  interviewed  make  the  cut)  to  how  it  improves  products 
by  making  workers  use  them  (a  practice  called  "eating  your 
own  dog  food")  to  a  culture  that  emphasizes  brutal  critiques 


of  finished  products  (called  postmortems).  The  result:  a  bli 
print  not  only  for  software  companies  but  also  for  any  comf 
ny  that's  facing  fast-paced  markets  and  harrowing  cornpetiti 
while  managing  a  nonconformist,  high-I.Q.  staff. 

Authors  Cusumano,  an  associate  professor  of  manageme 
at  the  Massachusetts  Institute  of  Technology,  and  Selby,  an 
sociate  professor  of  information  and  computer  science  at  t 
University  of  California  at  Irvine,  came  up  with  the  seven-po 
blueprint  after  in-depth  interviews  with  38  employees, 
eluding  Chairman  William  H.  Gates  III,  and  an  examination 
several  thousand  pages  of  confidential  internal  documer 
and  project  data.  It  offers  up  much  insight,  but  be  fo 
warned:  Microsoft  Secrets  is  not  for  the  casual  reader. 
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Your  world. 

Invest  In  It: 


~,  r-   — *V 

ou've  heard  about  investment  opportunities  in  the  world  beyond  our 
shores.  You  understand  that  global  investing  can  help  diversify  your  portfolio. 
But  you  still  vi^ant  to  know  just  what  you're  getting  into. 
Look  to  G.T.  Global.  We  specialize  in  global  mutual  Rinds.  And  we've  been  helping  investors  find  their  way  in  the 
world  for  over  25  years.  With  investment  managers  stationed  strategically  around  the  globe,  we  know  the  markets  first- 
hand -  not  only  the  industnes  and  companies,  but  the  people,  politics  and  cultures  as  well. 

Ask  your  financial  adviser  about  us.  Or  call  for  more  information.  Widi  our  wide  selection  of  fijnds,  there's  a  good 
chance  we  have  one  that  fits  your  objectives.  Whether  you  want  to  take  the  plunge,  or  just  get  your  feet  wet. 

1'800'824'1580 


G.T.  GLOBAL 

MUTUAL  FUNDS 

feu  will  receive  a  prospectus  for  the  G.T  Global  Growth  Funds  with  more  complete  information,  including  charges,  expenses  and  the  risks  associated  widi  global  and  emerging  market 
investing,  mdudmg  political  and  cuffency  nsk.  Please  read  die  prospectus  carefully  before  investing,  G.T  Global  Financial  Services,  Inc.,  Dist.  50  California  St  San  Francisco,  CA  94111 


London     Hong  Kong     San  Francisco     Tokyo     Sydney     Singapore  Toronto 
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Carrier  Pratt 


&  Whitney 


S  i  k  0  r  s 


Look  while  others  leap. 


Leap. 


Letting  the  competition  get  the  jump  on  opportunities  can 
ultimately  flatten  you. 

Unless  you  enter  emerging  markets  first,  you  may  have  to  pay 
dearly  to  catch  up. 

That  doesn't  mean  leaping  without  looking.  It  means  being 
prepared  to  size  things  up  early  and  move  quickly. 

Which  is  why  United  Technologies  entered  East  Germany  as  the 
Berlin  Wall  fell.  And  why  we  were  first  in  line  to  re-enter  markets  like 
China,  Russia  and  Vietnam. 

In  fact,  we  are  in  every  country  on  Earth  but  six. 

And  we're  not  ruling  out  leaping  into  them  either. 


United 

nilton  Standard     UT  Automotive    %r  Technologies 


Technology  &  You 


BY  STEPHEN  H.  WILDSTROM 


HOW  TO  CRASH 
BUT  NOT  BURN 


If  you're  among  the 
93%  of  folks  with  no 
backup,  it's  time  to 
safeguard  your  data 

rn  my  yoars  of  workinj^ 
with  cornpulers,  I've  suf- 
fered a  succession  of  disk- 
(iiive  <lisast.ers — ran^nj^  from 
total  mecJianical  failure  to  the 
corrui)tion  of  key  files  that 
kei)t  a  machine  from  booting, 
i^ut  I've  been  saved  repeat- 
edly by  backing  up  my  hard 
disk  onto  magnetic  ta})e. 

Industry  statistics  show 
that  only  7%  of  com-  ^ 
puters  are  (Hjuipped  \ 
with  backup  sys-  i-c  •  *  ' 
terns.  If  lots  of 
your  job-related 
or  vital  person- 
al-finance files 
are  on  your 
hard  disk  and  if 
you're  among  the 
unprotected  t 
98%,  you're  jp/,^*^ 
living  danger- 
ously.  Even  if 
you  have  made 
coi)ies  of  files,  you  fact 
a  tedious  job  rebuilding 
your  software  from  the  oi'igi- 
nal  installation  disks. 
MEA  CULPA.  Windows  !)r) 
users  face  an  additional  bur- 
den, one  that  may  make  you 
think  twice  about  upgrading. 
Mici'osoft  ('oi-j).  had  pr'omised 
that  its  new  operating  sys- 
tem would  include  tape  back- 
u])  software.  Kut  the  backup 
progi-am  included  in  Win!)r) 
doesn't  work  with  many  tajH' 
drives,  including  a  whole  new 
genei'ation  of  cheap,  high-ca- 
pacity units. 

Blame  the  WinHf)  produc- 
tion schedule.  llewlett- 
Puckard  Co.'s  C'oloi-ado  Mem- 
ory  Systems   Div.,  which 


wrote  the  software,  says  it 
fully  met  Microsoft's  specifi- 
cations. But  HP  had  to  deliver 
months  before  Win9.5  and  the 
new  machines  appeared.  Mi- 
crosoft Senior-  Vice-President 
Brad  A.  Silverberg  admits  he 
didn't  pay  enough  attention 
to  the  backup  issue.  Both 
('olorado  and  Arcada  Soft- 
ware (whose  backup  pro- 
grams come  with  tai^e  diives 
from  Conner  Peripherals  and 
Iomega)  issued  Win95  ver- 


sions of  th?f?  software,  but 
they  still  fall  short  of  what 
users  need. 

Here's  why.  Ideally,  even 
with  a  crash  retpuring  re- 
placement or  reformatting  of 
your  hard  drive,  you  should 
be  able  to  reboot  and  start 
the  pi-Qcess  of  restoring  ft'om 
tape.  Under  Windows 
you  couki  do  this  with  a  num- 
ber of  pr'oducts,  including  the 
populai'  I'c  Tools  from 
Symantec  Corp.,  but  these 
won't  work  with  Win95.  In- 
stead, you  must  first  com- 
pletely i-einstall  Winitf).  If  you 
fiave  the  |)rogTain  only  on  cu> 
KOM,  you  may  first  have  to 
install  an  old  version  of  DOS. 
After  reinstalling  Win95,  re- 


install the  backup  software 
and  then  restore  your  other 
programs  and  files  fi-om  tape. 
Arcada,  hp  Colorado,  and 
Symantec  are  vn-estling  with 
the  problem.  But  "it  will  be 
painful  for  a  while  yet,"  says 
John  Boose,  general  manager 
of  HP  Colorado. 
REMOVABLE  DISKS.  While  the 
software  mess  is  a  bummer, 
there's  lots  of  good  news  on 
the  hardware  front.  The  cost 
of  tape  drives  has  plunged. 
A  new  system  from  8M 
called  Travan  allows  backing 
up  even  big  hard  drives  onto 
a  single  tape.  An  800- 
megabyte  Ditto  drive  from 
Iomega  (800  (597-8833)  costs 
just  $150,  while  a  3.2-giga- 
byte  version  is  under  $300. 
Conner  (408  456-4500)  and 
Colorado  (800  810-0133)  offer 
Travan  drives  of  similar  ca- 
pacity at  slightly  higher 
prices. 

While  tape  is 
the  most  cost-ef- 
fective system  for 
archival  storage 
and  disaster  re- 
covery, you  may 
be  willing  to 
settle  for  back- 
ing up  just  crit- 
ical files.  Unfor- 
tunately, floppies 
can  no  longei-  hold 
even  a  moderate-size 
spreadsheet  or  presen- 
tation. For  around  $200, 
systems  from  Iomega  and 
SyQuest  Technology  Inc.  (800 
245-2278)  store  lip  to  135 
megabytes  on  removable 
disks.  These  are  especially 
popular  on  Macintoshes, 
which  can't  use  ine.xpensive 
tape  drives.  For  even  more 
ca{)acity,  the  $749  pd/cd  drive 
from  Plasmon  Data  Inc.  (408 
95(i-9400)  stores  up  to  (550 
megabytes  on  special  car- 
tridges and  also  doubles  as 
a  quad-speed  ("D-ROM  reader. 

More  computer  users  have 
vital  chunks  of  theii'  business 
and  i)ersonal  lives  on  their 
machines.  While  backup  re- 
mains harder  than  it  should 
be,  especially  on  Windows  95, 
even  a  flawed  system  is  a 
sound  investment. 


BULLETIN  BOAR 
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HARDWARE 
SHARP-EYED  SCANNER 

The  PaperMax  from  Visionee 
Inc.  (800  787-7007)  redefin 
desktop  scanning  when  it  w 
introduced  last  year.  Now,  tl 
latest  version,  the  PaperPor 
Vx,  refines  that  concept.  The 
redesigned  unit  is  still  smal 
enough  to  nestle  behind  you 
keyboard,  but  improved  resc 
lution  makes  the  new  Paper 


Port  much  better  suited  to 
scanning  documents  for  ch 
acter  recognition.  In  combin 
tion  with  a  printer,  it  can  a! 
be  a  copier.  The  included  so 
ware  allows  you  to  move  an; 
thing  you  have  scanned  to 
another  program,  such  as  fa 
or  word  processing  software 
)ust  by  dropping  its  image 
onto  an  icon.  The  estimatec 
street  price  for  either  the  W 
dows  or  Macintosh  version  i 
$369.  A  similar  unit  will  be 
marketed  by  Hewlett-Packar 
Co.  as  the  ScanJet  4s. 

3-D  GRAPHICS 
APPLE'S  ASPIRATIONS 

While  desktop  computers  ar( 
getting  better  at  displaying 
three-dimensional  graphics, 
creating  the  images  is  large 
a  job  for  powerful  worksta- 
tions such  as  those  from  Sili 
con  Graphics  Inc.  Now,  how- 
ever, Apple  Computer  Inc.  is 
hoping  to  make  the  Macinto; 
a  major  player  in  this  marke' 
by  introducing  the  QuickDrav 
3D  accelerator  card.  The  $39 
card  works  in  new  Power  Ma 
7500,  8500,  and  9500  units 
as  well  as  clones  from  Powei 
Computing,  Radius,  and 
DayStar. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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If  You  Haven't  Considered 


An  Online  Service 


For  Business,  That's  OK. 
There  Hasn't  Been  One. 


Until  Now 


Can  an  online  service  really  make  a  difference  to  your  business?  It  can  if  it  saves  you  time  and  gives  you  the 
information    ■    you  need,  when  you  need  it.  If  it's  designed  exclusively  with  business  in  mind.  If  it's  from  the 


MM  Business  Network 


1V ' 


'^1 

leader  in  business  telecommunications  solutions.  If  it's  AT&T  Business  Network — the  latest  buzz  in  online  services. 

Order  today  for  critical  industry  news  and  practical  information  from  more  than  2,500  resources. 
Customized  features,  so  the  information  specific  to  your  needs  is  automatically  located  and  continuously  updated. 
E-mail  capabilities  and  instant  links  to  relevant  business 
information  on  the  Internet.  And,  as  you'd  expect  from 
AT&T,  expert  support  to  help  you  every  step  of  the  way.  ^ 0* 


Call  now  and  catch  the  buzz. 


CATCH  THE  BUZZ 

FREE  lO-Hour  Trial  and 
Special  Intnjdiictory  Pricing! 

1  800  838-3952 

http://www.ichange.com 


AT&T 


AE^Business  Network.  For  the  Life  of  Your  Business? 


CNN  Business  News  ▲  Dow  Jones  Business  Information  Services  ▲  Dun  &  Bradstrect  Information  Services  ▲  Entrepreneur 
Magazine  Group  ▲  The  Kipunger  Washington  EorroRS,  Inc.  ▲  Standard  &  Poor's  ▲  Thomas  Register  of  American  Manufacturers 
ATRW  Business  Information  Services  AOver  2,500  Information  Sources  APlus  All  The  Business  Resources  of  the  Internet 


Free  trial  mast  begin  by  December  3L  1995,  to  qualify  for  introductory  pricing  and  does  not  include  fees  for  certain  information  sources,  which  are  clearly  marked  online 
©  1995  AT&T.  All  rights  reserved.  All  products  and  company  names  mentioned  are  marks  or  registered  trademarks  of  their  respective  companies. 
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Economic  Viewpoint 


BY  ROBERT  KUTTNER 


WHY  irS  TOO  SOON 

TO  MONKEY  WITH  THE  CPI 


DEBATE: 

Conventional 
wisdom-and 
opportunistic 
politicians- 
say  the  index 
overstates 
inflation.  But  a 
good  case  can 
be  made  for 
the  opposite 


Robert  Kuttner  is  co-editor  of  The 
American  Prospect  ar\(i  author  of  The 
End  cf  Laissez-Faire 


Reading  press  accoiuits,  you  might  tliiiik 
there  was  universal  agreement  that 
the  government's  consumer  price  in- 
dex overstates  inflation.  Tliis  unpression,  how- 
ever, is  less  the  result  of  expert  consensus 
than  political  opportunism  by  would-be  budget 
cutters:  If  the  cpi  can  be  lowered  by  one 
percentage  point,  the  deficit  will  be  reduced 
by  $684  billion  over  the  next  10  years — a 
third  of  all  savings  needed  to  balance  the 
budget.  Tliat's  because  the  cpi  governs  annu- 
al cost-of-living  adjustments  in  Social  Security 
checks  and  other  government  benefits.  What 
better  way  to  cut  benefits  than  through  a 
seemingly  technical  adjustment?  As  an  added 
bonus,  a  deflated  cpi  would  tinmp  the  worry 
that  wages  have  been  flat.  Cut  the  cpi,  and 
presto — real  wages  are  rising. 

On  Jvme  26,  the  Senate  Finance  Committee 
appointed  an  expert  panel  on  the  cpi  chaired 
by  Michael  J.  Boskin,  chief  economic  adviser 
in  the  Bush  Administration.  All  five  mem- 
bers had  previously  testified  that  the  cpi 
overstates  inflation.  Not  suiprisingly,  on  Sept. 
15,  the  panel's  interim  report  concluded  the 
index  overstates  inflation  by  one  percentage 
point.  But  does  it? 

Janet  L.  Norwood,  the  respected  former 
Commissioner  of  Labor  Statistics,  thinks  not. 
Dean  Baker,  chief  macroeconomist  at  the  Eco- 
nomic Policy  Institute  (epi),  a  Washington 
think  tank,  makes  a  convincing  case  that  the 
cpi  could  understate  inflation.  Massachusetts 
Institute  of  Technology  economist  Zvi  Gril- 
liches,  president  of  the  American  Economic 
Assn.  and  a  Boskin  panel  member,  thinks  the 
whole  debate  is  on  shaky  empirical  gi'ound. 
STEAK  VS.  CHICKEN.  Supposedly,  the  cpi  over- 
states inflation  for  several  reasons.  One  is- 
sue is  quality  improvements.  Today's  $3,000 
computer  is  far  superior  to  a  1990  $3,000 
computer.  In  fact,  the  Bureau  of  Labor  Statis- 
tics does  adjust  the  CPI  for  cjuality  changes  in 
computers  and  a  host  of  other  products.  Its 
new-car  price  index,  adjusting  for  quality, 
shows  a  rise  of  only  150%  since  1970 — though 
the  actual  sticker  price  of  a  new  cai'  has  near- 
ly quadrupled.  Doubtless,  today's  new  cars 
are  better — but  four  times  better? 

Second,  since  the  cpi  uses  a  fixed  "basket" 
of  goods,  it  misses  what  economists  call  sub- 
stitution effects.  If  steak  goes  to  $5  a  pound, 
thrifty  consumers  switch  to  chicken.  Critics 
say  the  cpi  thus  overstates  what  consumers 
actually  spend.  Yes,  but  then  chicken  isn't 


steak.  If  it's  fair  to  adjust  for  quahty  gq 
let's  also  count  quality  losses. 

Thiixl,  the  BLS  waits  years  before  inclu(| 
new  products  in  the  standard  basket, 
missing  some  dramatic  price  reductions, 
pocket  calculator  that  fii'st  cost  $1,000 
sells  for  $10.  Ti-ue,  but  as  epi's  Baker] 
serves,  few  people  bought  $1,000  calculat 
Boskin  et  al  further  fault  the  cpi  for  undel 
timating  the  effect  of  retail  discounting. 

Baker  concludes  that  the  cumulative! 
fects  of  all  these  factors  may  cause  an  oi 
statement  of  perhaps  tliree-  or  four-tenth! 
a  percentage  point,  not  the  full  point  proj( 
ed  by  Boskin's  panel.  But,  as  Baker  obser 
that's  not  the  end  of  the  stoiy.  We  also 
to  take  into  account  the  several  aread 
which  the  cpi  likely  understates  inflation] 
QUALITY  OF  LIFE.  For  example,  the  cpi  or 
most  health-insurance  costs,  one  of  the 
dramatic  somx-es  of  consumer  inflation.  Hi 
too,  quality  changes  cut  both  ways.  HeJ 
technology  is  definitely  more  advanced, 
with  managed  care,  the  consumer  hkely 
less  face-time  -with  the  doctor,  is  often 
nied  access  to  specialists,  and  increasir 
gets  the  bum's  i"ush  out  of  the  hospital, 
ilar  quality  deteriorations,  uncounted  by  | 
cpi,  are  evident  in  cramped  plane  flights 
now  omit  hot  meals. 

Nor  does  the  CPI  capture  quahty-of-life  I 
teriorations  that  entail  new  costs.  If  you  h| 
to  install  alarm  systems  in  your  home 
your  car,  that  is  a  cost  necessitated  by  det| 
orating  social  conditions.  Likewise,  you 
be  spending  more  money  on  legal  fees 
cause  the  U.  S.  has  become  more  litigic 
The  price  of  the  "service"  is  beside  the  pc 
"I  am  woi-se  off  in  dii-ect  proportion  to  the  I 
ditional  amount  of  money  that  I  have! 
spend  on  my  lawyer,  regardless  of  the  qi 
tity  or  quality  of  legal  services  provide 
Baker  says.  To  demonstrate  the  absurdity 
Boskin's  proposed  revisions.  Baker  appl| 
them  historically.  The  result  puts  the  aver 
worker  in  1960  below  that  yeai"'s  poverty 
not  a  believable  finding. 

These  issues  are  subtle,  intriguing, 
worthy  of  dispassionate  study.  Accurate 
nomic  data  are  simply  too  important  fol 
cheap  political  fix.  The  Boskin  panel's  fi| 
report,  due  next  June  15,  should  resist 
temptation  to  deliver  technical  cover  for  sla 
ing  benefits  and  instead  tender  a  genu| 
piece  of  research. 
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"Forget  the 
information 


information  highway.  Notes"  is  the  I 
neighborhood."   -  Craig  Goldman,  CIO 


NED  YORK 
GIANT 

FLATTENED 
BY  NOTES. 


NEW  YORK 


countries-  fj^^M^^S 


time  zones- 
1   company-  ^^'^jtl0^^ 

They   don't  get  ^Wwm^0, 
bigger   than  W^^^^ 

Manhattan.       |rl  '■^■^j^ 

111 

uses   Lotus      |ij  ^0^£ 

VA      .  ' 

to   keep   it  j|| 


much  bigger  than 


Chase  rianhattan-i 


Chase   uses  Lotus 


Notes®  to   keep  it 


all  together: 
ject  tracking. 


Lotus. 

W()rkirijf%g{vlh(l| 


cultures,  across 
hallways- 


Now,   Chase  seems 


a  little  smaller 


Now,   a  press 


release   in  Asia 


keys  a  business 
win  i^»  England. 


In  the  same  hour 


Gigantor,  meet 


Speed  Racer 


00  Lotus  Business  Partners  can  deliver  Notes  solutions  to  you  today.  For  information,  a  Lotus  Notes:  Agent  of  Change  video,  or  the  IDC  report 
associated  with  Notes,  call  1-800-828-7086,  ext.  B422  ( 1-800-GO-LOTUS  iii  Canada).  Or  explore  our  World  Wide  Web  site,  www.lotus.com. 


"Someone  once  asked  me,  'liihat  is  the  ROI  on  Notesf  I  said,  BH^^^I 
'lilhat's  the  ROI  on  the  air  you  breathef"  -  Jerry  Gross,  Director,  MIS 


PASADENA,   C A 


Right  how> 
Countrywide  is 
opening  the  door 
to  someone's  new 
home,   with  a 
little  help  from 
Lotus  Notesf 

The  country's 
largest  residential 
lender  uses  Notes™ 
to   flatten  the 
approval  process, 
sharpen  their 
communications, 
and  track  the 
liO,DQD  documents 
they  generate 
each  month. 


Now,  their  portfo- 
lio bulges  over 
$10D  billion. 

Now,  there's 
less  paperwork- 
Less  paperwork, 
more  wood- 

More  wood, 
more  houses- 

Ka-ching, 
ka-ching. 
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1^  KNOCKS, 
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Economic  Trends 


BY  GENE  KORETZ 


HOW  HEAVY  ARE 
DEBT  BURDENS? 

A  vexing  issue  as  Christmas  nears 

Economy  watchers  are  beginning  to 
wonder  whether  the  huge  buildup  in 
installment  debt  since  early  1993  is 
starting  to  put  a  seiious  dent  in  con- 
sumer spending.  Especially  troubHng  in 
light  of  current  retail  sluggishness  and 
poor  Chiistmas  sales  projections  are  the 
recent  surges  in  credit-card  delinquen- 
cies and  personal  bankruptcies  (chart). 

Up  till  now,  experts  have  tended  to 
play  down  the  rise  in  installment  cred- 
it—to a  record  18.9%  of  disposable  in- 
come— on  the  grounds  that  it  mainly 
reflects  the  growing  "convenience  us- 
age" of  credit  cards.  But  after  adjusting 
foi-  this  trend  and  the  debt  implicit  in 
cars  acquired  via  leases,  economists  at 
DRi/McGraw-Hill  find  that  installment 
credit  is  still  at  peak  levels. 

Further,  the  big  upticks  in  install- 
ment debt  seems  to  be  concentrated 
among  low-  and  middle-income  groups. 
According  to  a  Federal  Reserve  Board 


CREDIT  WOES 
DOG  CONSUMERS 


A  THOUSANDS  A  PERCENT 


•CARDS  WITH  PAYMENTS  OVERDUE  AT  LEAST  30  DAYS 
DATA:  U.S.  DISTRICT  COURTS,  AMERICAN  BANKERS  ASSN. 

survey,  between  1989  and  1992,  the  per- 
cent of  households  with  credit-card  debt 
jumped  from  13.4%  to  23.7%  among 
households  with  earnings  under  $10,000, 
and  &'om  29.1%  to  43.2%  among  families 
with  incomes  from  $10,000  to  $25,000. 
Use  of  credit-card  debt  by  families  with 
incomes  above  $50,000,  on  the  other 
hand,  actually  shrank. 

Economist  Mark  M.  Zandi  of  Region- 
al Financial  Associates  believes  that  the 
credit  vv'oes  of  low-  and  middle-income 
groups— those  with  incomes  under 
$50,000—  ai-e  behind  rising  bankiiiptcy 
and  credii  eai'd  delinquency  rates.  With 
meager  fijiandal  assets,  he  notes,  "these 
gr'oups  have  hardly  benefited  from  1995's 
huge  nmup  in  stock  and  bond  prices." 


The  underlying  issue  then,  muses 
Zandi,  is  whether  the  lack  of  income 
grovrth  plaguing  most  American  families 
for  two  decades  is  finally  starting  to 
undermine  the  aggi'egate  economy.  The 
theory  has  been  that  rising  consump- 
tion by  more  affluent  households  would 
keep  the  economy  on  an  even  keel.  The 
reality,  however,  may  be  that  it  was  the 
gi'owing  reliance  of  low-  and  middle-in- 
come families  on  boiTowing  to  maintain 
living  standards  that  provided  essential 
fuel  for  economic  gi-owth. 

"Rising  retail  bankiaiptcies,  softening 
sales,  and  growing  credit-card  delin- 
quencies," says  Zandi,  "all  suggest  that 
the  economy  is  less  resilient  and  more 
vulnerable  to  a  spending  contraction 
than  many  people  beheve." 


COLLEGES  ARE 
LOOKING  ABROAD 

Nations  vie  for  foreign  students 


LOOSER  FISCAL 
HANDCUFFS 

Cities  and  states  are  still  spendirl 

Worried  that  coming  federal  bii 
getary  restraint  could  imperil  ti 
U.  S.  expansion?  Don't  be,  advises  ec( 
omist  William  V.  Sullivan  Jr.  of  De 
Witter  Reynolds  Inc.,  who  argues  tl 
"the  vibrant  effect  of  state  and  lo 
spending"  will  save  the  day. 

Sullivan  points  out  that  real  st£ 
and  local  outlays  in  the  national  incoi 
accounts  rose  by  riearly  $17  biUion  li 
tween  the  second  quarter  of  1994  all 
the  third  quarter  of  1995,  even  as  fM 
eral  spending  contracted  by  $6  billiS 
Since  such  outlays  now  represent  neM 
ly  two-thirds  of  total  government  speiB 
ing  and  are  on  a  steady  upward  courB 
he  believes  that  they  wiW  prove  "mm 
than  enough  to  offset  any  downwaB 
pull  from  federal  fiscal  restraint  in  col 
ing  quarters."  I 


Although  the  U.  S.  remains  far  and 
away  the  leader  of  the  pack  among 
industrial  nations  in  attracting  foreign 
students  to  its  colleges  and  universities, 
its  lead  appears  to  be  eroding. 

The  Institute  of  Interaational  Educa- 
tion i-eports  that  the  U.  S.  played  host  to 
453,000  foreign  college  students  in  the 
past  academic  yeai;  more  than  one-thu-d 
of  the  worldwide  contingent  of  such  stu- 
dents. But  that's  a  mere  0.6%  annual  in- 
crease at  a  time  when  global  competition 
for  foreign  students  is  heating  up. 

One  reason  more  countries  are  woo- 
ing foreign  students  is  the  economic 
benefits  they  bring.  In  the  U.  S.,  for  ex- 
ample, they  spend  a  huge  $7  billion  a 
year  on  tuition  and  living  expenses,  and 
provide  vital  support  for  many  gi-aduate 
programs  in  sci- 


GOLDEN  YEARS 
GET  LONGER 

And  men  are  gaining  on  women 


II 


AMERICA'S  BIG  LEAD 
IN  FOREIGN  STUDENTS 

U.S. 


ence  and  engi- 
neering— making 
higher  education 
the  nation's  fifth 
largest  "exporter" 
of  services. 

Foreign  stu- 
dents also  help 
build  economic 
ties  with  fast- 
growing  nations 
overseas.  Indeed, 
though  the  ranks 
of  Chinese  and 
Asian  foreign  stu- 
dents at  U.  S.  col- 
leges fell  last  year  for  the  first  time  in 
recent  memory,  they  have  been  rising 
sharply  in  Australia  and  Japan. 


0        150        300  450 
►  THOUSANDS  OF  STUDENTS 
FROM  OTHER  COUNTRIES 
M994-95F0R  U.S  ,  1993-94  FOR 
FRANCE  AND  BRITAIN,  1992 
FOR  GERMANY 
DATA:  INSriTUTE  OF  INTERNATIONAL 
EDUCATION.  UNESCO 


Life  expectancy  among  employees 
big  U.  S.  companies  improved  s: 
nificantly  in  recent  years,  but  men  c( 
tinued  to  post  bigger  gains  th 
women — a  trend  that  first  surfaced 
the  late  1970s.  That's  the  finding  of  a  : 
cent  study  by  Buck  Consultants  Inc. 
875,000  active  and  retired  workers 
two  dozen  of  its  major  coiiDorate  cben 
According  to  Buck,  the  life  expects 
cy  of  a  typical  65-year-old  male  work 
has  jumped  by  a  remarkable  15  mont 
over  the  past  six  years,  compared  wi 
a  gain  of  d'A  months  for  women.  I 
spite  recent  male  gains,  65-year-c 
women  can  still  expect  to  hve  longer 
to  nearly  87,  according  to  the  Buck  da 
compared  with  83  for  men.  (Similar  t 
smaller  gains  have  been  posted  by  t 
U.  S.  population  as  a  whole.) 

Why  ai'e  men  posting  bigger  increaf 
in  life  expectancy  after  lagging  behi 
women's  gains  diuing  most  of  this  c( 
tm-y?  One  theoiy  is  that  the  latter-d 
smoking  habits  of  women  ai'e  catching 
to  them  at  a  time  when  men  are  bei 
fifing  fi'om  medical  advances  and  mc 
emphasis  on  personal  fitness.  Whate\ 
the  reason,  however,  the  lengtheni; 
lives  of  older  Americans  underscore  t 
need  to  rethink  the  nation's  retireme 
system  in  the  decades  ahead. 
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low  TO  CARRY  27  BILLION  POUNDS 
AND  STAY  FAST  ON  YOUR  FEET. 


billion  pounds  here.  A  billion  pounds  there.  You 
ht  expect  all  that  tonnage  to  slow  down  an  operation, 
not  The  CF  Companies. 

/e're  the  nation's  first  family  of  freight  transportation 
idders,  with  customer-focused  capabilities  ranging 
n  regional  and  nationwide  trucking  to  worldwide 
reight,  from  truckload,  ocean  and  intemiodal  semces 
rarehouse  and  logistics  management.  We  bring  the 
Listry's  most  sophisticated  blend  of  horsepower  and 
inpower  to  your  transportation  and  logistics  needs. 


So,  whether  you're  shipping  software  or  menswear, 
farm  machinery  or  pharmaceuticals,  The  CF  Companies 
get  the  job  done.  By  air  or  by  sea,  on  the  rails  or  over  the 
road,  consistently  on  time. 

With  an  ongoing  comnritment  to  communication,  cost 
management  and  advanced  Electronic  Data  Interchange 
technology  that  makes  it  all  possible. 

T)  find  out  how  we  can  carry  the  load  for  your  com- 
pany -  quickly  and  cost-effectively  -  call  1-800-520-8465 
for  our  worldwide  resources  brochure. 


THE  CF  COMPANIES 


CF  AIotorFreight,  Emery  U'orUwiile,  Coii-lliiy  Transpoitatiun  Sen'ices,  Menlo  Logistics 


COnSOLIDRTED  FREIGHTlUnVS,  IRC. 


WE  PUT  YOU  MILES  AHEAD 


The 
Companq 
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Letter  From  Vermont 


IT'S  A 

WONDERFUL  BANK 


Orwell,  Vt.,  is  way  off  the  beaten 
path.  To  get  there,  I  fly  from 
New  York  to  Burlington,  then 
drive  over  an  hour  south — well  past 
where  the  strip  malls  and  Dunkin'  Do- 
nuts  franchises  give  way  to  tidy  fields 
and  oc-casional  farmhouses.  After  spend- 
ing the  night  at  an  inn  near  Omell,  I 
discover  that  the  proprietress  doesn't 
take  credit  cards,  and  I've  left  my 
checkbook  at  home.  No  matter.  She  tells 
me  to  mail  hei-  a  check  later. 

I  drive  over'  to  Orwell's  town  center, 
where  I'ain  has  kept  almost  eveiybody 
off  the  streets.  Tlie  village  gTeen  is  emp- 
ty, as  is  the  elementaiy-school  yard.  I've 
come  to  this  community  of  1,100  to  visit 
the  First  National  Bank  of  Oi-well,  orig- 
inally chailered  as  the  Fanners'  Bank  of 
Orwell  in  1882.  It  has  just  one  office 
and  $28  million  in  asset.s — small  pota- 
toes, .^s  BUSINESS  wekk's  banking  editor, 
thougii,  I  focus  mainly  on  the  country's 
biggest  institutions,  so  I  have  come  here 
looking  for  a  financial  outfit  that  still 
does  business  the  way  Jimmy  Stewart 
did  in  It'y  a  Wo)iderfiil  Life.  I  want  to 
find  out  if  a  bank  can  prosper  by  offer- 
ing simj  I'  ,  straightforward  service,  the 
kind  pro\'!<ied  by  the  savings  and  loan  in 
Frank  Caiira's  Bedford  Falls. 


When  I  arrive  at  First  National 
shortly  before  9  a.m.,  I'm  met  by  Mark 
Young,  the  42-yeai-old  president.  The 
three  female  tellers  are  getting  ready 
for  the  bank  to  open  as  Young  steers 
me  through  the  tiny  lobby  into  his  of- 
fice. His  house  adjoins  the  bank:  Like 
liis  father  and  gTandj^arents  before  him. 
Young's  commute  consists  of  walking 
through  a  hallway  door. 

The  Young  family  connection  to  Fii'st 
National  dates  from  1880,  when  Davis 
L.  Wells,  Mark  Young's  gTeat-gTandfa- 
ther,  was  hired  as  the 
bank's  telegraph  opera- 
tor and  eventually  took 
over.  Now,  as  Young  sits 
at  great-grandfather's 
rolltop  desk  in  his  office, 
which  doubles  as  the 
boardroom,  he  can  point 
to  the  original  charter 
hanging  on  the  wall. 
Young's  grandparents, 
Russell  and  Mabel  (nee 
Wells)  Young,  ran  the 
bank.  (Mabel  also  played 
the  piano  for  silent  mo- 
vies in  the  town  hall.) 
Russell's  son,  Robert, 
took  over  in  the  1950s, 


NEW 
YORK 


"IN  NIRVANA" 

Mark  Young, 
whose  family 
owns  42%  of  th 
bank  his  great 
grandfather  k 
has  no  plans  ti 
sell  or  merge 

and  he  turned  tht 
stitution  over  to 
son  in  1979.  Mark 
membei's  placing 
a  toddler  in  his  p 
pen  behind  the 
er  windows.  A  s 
on  his  little  finge 
a  reminder  of 
lie  used  to  svdng 
the  vault  door 
how  the  door  cc 
shut  suddenly  and  hard. 

First  National  offers  few  of  the 
vices  most  Americans  take  for  gr; 
ed.  There  is  no  mutual-fimd  salesj 
son,  no  ATM.  But  then,  as  Young  s 
"there  is  not  a  whole  lot  that  some 
needs  cash  for  at  midnight  in  Orv 
Vt."  Sometimes,  when  Young  is 
big  supermarket  in  one  of  the  lar 
towTis  nearby,  customers  hand  liim  t' 
paychecks  and  ask  him  to  deposit  th 
He  does  it. 

GOOD  SHAPE.  The  bank's  delinqu 
loans  have  increased  of  late.  Young  s 
that  one  $115,000  mortgage,  the  ba; 
lai'gest,  is  past  due,  and  "it  plays  ha 
with  our  delincjuent  loans."  Ovei 
though,  Fu'st  National  is  in  good  shi 
It  gets  an  A  rating  from  Sheshunoi 
rating  firm  in  Dallas.  It's  hard  to 
lieve  that  Young  is  in  the  same  Indus 
as  Citicoip,  with  its  $161  billion  in  loi 
Unlike  other  parts  of  Vermont, 
out-of-the-way  rej 
CANADA  around    Orwell  has 

dearth  of  developmi 
So  there's  little  loan 
mand  from  real  est 
speculators  and 
cliance  of  Fu-st  Natioi 
going  overboard.  "W' 
kind  of  out  here  in  Ni 
na,"  says  Yoimg,  giinn 
Orwell  benefits  fi 
having  its  closest  n\ 
20  01'  so  miles  away 
Fair  Haven  and  Midi 
bui'y,  and  most  of 
banks  there  don't  o: 
Young's  personal  toi 
"The   bigger  the 


MASSACHUSEnS 
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/  don 't  know  doctor,  ever 
since  we  ve  made  this  acquisition, 
I've  been  seeing  doubkU  , 


Turn  your  excess  inventory  into  a 

substantial  tax  break  and  help 
send  needy  kids  to  college  as  well. 

Call  for  your  free  guide  to  learn  how 
donating  your  slow  moving  inventory  can 
mean  a  generous  tax  write  off  for  your  company. 


Call  (708)690-0010 
Peter  Roskam 

Executive  Director 


P.O.  Box  3021,  Glen  Ellyn,  IL  60138 
FAX  (708)  690-0565 


Excess  invenlon-  today. ..student  opportunity  tomorrow 


m)-&.,:^   ,„ 


Photo  Courtesy  of  Greoter  Colunibus  Chamber  of  Commerce 


NAME  THE  INDUSTRY  WHERE: 

•  The  level  of  performance  rises  evei7 
few  months. 

•  Prices  are  falling. 

•  Qiiaht\'  is  outstanding  and  getting 
better. 

•  Product  cycles  are  short;  and  new 
products  and  ideas  abound. 

•  More  players  are  entering  the  market 
nearly  every  day 

•  Investors  are  worried  about 
industry's  abihty  to  sustain  the 
l)rice-performance  curve. 

Are  we  talking  about  computers? 

No,  we're  talking  places  to  make  them. 

That's  right.  Places. 

Cities,  counties,  metropohtan  areas, 
regions,  states,  nation-states,  and  Greater 
Kvervtown  all  desire  to  be  a  part  of  the 
coming  deluge  of  high-technology  man- 
ufacturing facilities. 

High-technology  companies,  for  their 
part,  are  seeking  to  find,  or  to  establish, 
"centers  of  excellence."  These  centers 
of  excellence  are,  in  essence,  cities 
where  the  products  can  be  designed, 
manufactured,  shipped,  supported,  and 
redesigned  in  a  profitable  environment 
with  a  quahty  of  hfe  pleasing  to  the 
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Getting  there  is 
half  the  battle  for 
information,  too. 
The  Metatec 
Corporation  of 
Columbus,  Ohio 
specializes  in 
manufacturing 
products  used 
in  the  electronic 
distribution  of 
information. 


employees.  Also,  it  needs  to  be  a  place 
where  the  product  of  the  manufacturing 
company  is  celebrated  as  a  popular  icon 
associated  with  the  area,  just  like  the 
beer  of  Milwaukee,  the  wine  from  the 
Napa  Valley,  the  jazz  of  New  Orleans,  or 
the  barbequed  ribs  of  Kansas  City. 

When  a  large  company  finds  such  a 
nirviuia  witli  just  tlie  riglit  biiliuice  of  left/ 
right  brain  characteristics,  other  high- 
technology  firms  follow  with  amazing 
speed.  Motorola,  for  exam 
pie,  went  into  the  cities  of 
Phoenix  and  then  Austin  to 
manufacture  higlvtechnology 
products  and  soon  found 
itself  surrounded  by  other 
technology  companies. 

When  that  happens  — 
and  cities  love  it  when  that 
hai)pens  —  it's  called  a  cluster 
For  a  city,  there  is  no  higher 
calling  than  to  become  a  Mecca  for  a 
clean  technology  manufacturing  cluster. 

That's  why  cities  are  now  locked  into 
the  same  cost/performance  competitive 
cycle  that  the  computer  industiy  finds 
itself.  And  just  hke  computer  compa- 
nies, there  is  no  shortage  of  new  ones 
coming  on  to  chaUenge  the  leaders. 

Municipahties  are  offering  to  bare 


Municipalities 
are  offering 

to  bare 
their  souls, 
and  their 
pocketbooks. 


their  souls,  and  their  pocketbooks,  pa 
ing  dearly  to  attract  high-tech  plants 
where  the  fiuure  is  being  fabricated,  n 
unhke  those  software  companies  that 
gave  away  a  million  copies  of  their  sofi 
ware  in  order  to  generate  word-of- 
mouth  advertising. 

"The  electronics  industry  has  been 
especially  picky,  looking  for  centers 
of  excellence  when  selecting  manufac 
turing  sites,"  said  Jim  Semradek  of 
Semradek  &  Co.,  Inc.,  a  site  selection 
consultancy.  "Cities  are  now  beginnin 
to  catch  on  to  what  that  means." 

What  it  means  is  that  the  price  of 
admission  is  high,  but  the  payoff  is 
phenomenal,  especially  for  the  crowr 
jewel  of  high -technology  facilities  - 
a  microprocessor  manufacturing  plan 
"Five  thousand,  maybe  10  thousand 
employees,  and  ;ill  of  them  pretty  sman 
people,  making  a  lot  of  money,"  pon- 
dered Saul  Grohs,  veteran  site  selection 
consultant  with  Fluor  Daniels'  Location 
Advisory  Services  in  Morristown,  N.J. 
"You  can't  imagine  what  kind  of  positiv 
effect  that  can  have  on  a  city 
"The  direct  jobs  are  just 
one  part  of  it,"  Grohs  said. 
"The  bonus  comes  with  oth 
jobs,  packaging,  delivery, 
warehousing,  maintenance, 
retiiil,  and  banking.  The 
leverage  of  these  kind  of 
high-technology  jobs  is 
tremendous." 

This  is  especially  true  if 
those  multi-thousands  of  jobs  are  with 
major  long-term  player,  such  as  IBM, 
Intel,  or  Motorola. 

Richmond,  for  example,  a  city  that 
up  until  earher  this  year  was  perceived 
about  as  conservative  and  staid  as  the 
capital  city  of  a  state  called  "The  Old 
Dominion"  should  be.  Then  Motorola 
dropped  its  bombshell  announcement 


outhiuest 

irlines  Land 
k'^homa? 


(2,700,00^ 


Southwest  Airlines  had  no  reservations  / 
about  building  in  Oklahoma.  Our  business 
climate  was  perfectior  their  new 
Reservations  Center,  and  our  Quality 
Jobs  Program  will  pay  them  over  ^ 
$2  million  in  cash \us\  for  locating  here 

How  much  cash  would  you  qualify  to  receive? 
At  least  $1  million*  But  that's  not  all.  You'll  also  find 
a  work  force  ranked  among  the  most  productive  in  the 
nation,  custom  employee  training,  a  five-year  ad  valorem 
tax  exemption,  numerous  sales  tax  exemptions  and 
more.  We'll  even  compare  Oklahoma  to  the  competition 


using  our  Site  Efficiency  Evaluation  program 
(S.E.E.),  the  only  program  in  the  country  that 
instantly  performs  an  in-depth,  computerized 
comparison  based  on  any  criteria  you  select. 
/J     Shoot  for  the  sky.  Call  the  OG&E  Business 
— Resource  Center  at  1-800-627-3464 
(Fax:  1  -405-553-3838)  for  your  free  Quality  Jobs  Project 
Analysis  today. 


/ 


/ 

electric  services 


OG&E  Business  Resource  Center  •  P.O.  Box  321  MC 1506  •  Oklahoma  City,  OK  73101-0321 


•Quarterly  cash  payments  over  ten  years.  To  qualify,  businesses  must  be  a  central 
administrative  office,  manufacturer,  research  and  development  facility  or  a  service  company 

^nA  h'lifA  'innil^l  n^wpnil  nf  CO  C  million  mnm  i.iithin  ihn  tK'irH  %ia-^r 


Nevada  Attracts  Industry  Leaders 

While 
most  often 
identified 
as  the 
gaming 
capital  of 
the  world. 
Nevada  is 

also  becoming  home  to  a  wide  variety  of 
internationally  recognized  corporations. 

Bentley  Nevada,  Raytheon,  Kloehn 
Company,  Inc.,  Cubix  Corporation, 
Lockheed  MountainGate  are  just  a  few 
examples  of  industry  leaders  attracted  to 
the  Silver  State. 

The  Kloehn  Company,  Inc.,  the 
world's  second  largest  manufacturer  of 
medical  syringes  and  related  products, 
relocated  to  southern  Nevada  from 
Orange  County,  California  in  1 994. 
Occupying  55,000  square  feet  and 
employing  1  1  8  at  its  new  facility,  the 
company  develops,  manufactures  and 
distributes  its  products  directly  to  original 
equipment  manufacturers  such  as 
Hewlett  Packard  and  Abbot  Labs. 

One  year  after  the  move,  Kloehn 
knows  it  made  the  right  choice.  "The 
decision  to  relocate  to  Nevada  was 
unquestionably  correct.  The  corporate 
tax  structure,  affordable  housing,  clean 
air  and  schools  were  welcome  benefits 
for  both  the  corporation  and  the  employ- 
ees," says  Michael  Kloehn,  executive 
vice  president,"  and  we  already  have 
plans  for  expanding  operations  within 
the  next  five  years." 

The  key  drawing  factors  for  Nevada's 
popularity  include  the  State's 

•  Centralized  Western  location. 

•  Highly  developed  transportation 
network. 

•  Pro-business  state  government. 

•  Sophisticated  telecommunications 
infrastructure. 

•  Highly  proficient  workforce. 

In  Nevada,  you  will  NOT  pay  a  person- 
al or  corporate  income  tax,  franchise 
tax  on  income,  unitary  tax,  inventory  tax 
or  inheritance,  estate  and/or  gift  taxes. 

For  more  information  contact  the 
Nevada  Commission  on  Economic 
Development  at  1  -800-1 600,  ext.  635. 


about  building  its  most  advanced  seini- 
conduc'tor  manufacturing  campus  just 
15  miles  west  of  downtown. 

This  news,  which  shocked  people  in 
competing  cities,  will  put  Richmond  on 
the  semiconductor  fabrication  map  with 
other  cities  such  as  Phoenix,  Austin,  San 
Jose,  and  Albuquert|ue. 

"They  were  looking  for  quality  of  life, 
like  good  weather,  a  physically  attractive 
area,  cultural  amenities,  good  schools, 
and  recreation  facilities,  on  the  one 
hand,"  said  Joe  James  director  of  the 
Office  of  Economic  Development  for  the 
City  of  Richmond.  "On  the  other  hand, 
they  needed  proximity  to  university  tech- 
nology centers  because  it's  a  benefit  to 
have  faculty  and  students  that  are 
experts  in  a  technology  held." 

If  cities  had  eye  teeth,  they'd  be  glad 
to  give  them  up  for  the  plant  announce- 
ment made  by  IBM-Toshiba  in  Manassas, 
Virginia.  'IVvelve  hundred  jobs  now,  perhaps 
four  thousand  eventually,  paying  nearly 
$4(),()()()  per  year,  making  RAM  chips. 

"We  had  been  told  that  Toshiba  pre- 
ferred a  Porthuid,  Oregon  site  while  IBM 
preferred  Manassas,"  said  Roger  Snyder, 
Director  of  Community 
Development.  "The  compro- 
mise resulted  in  a  Toshiba- 
designed  phuit  at  the  Miuiassas 
site.  We  are  (|uite  pleased  with 
the  compromise." 

While  Manassas  is  a  much 
smaller  comnninity  than  most 
of  those  which  are  under 
consideration  for  plants  of 
this  size,  its  "greater"  com- 
munity is  none  other  than  the 
(ireater  Washington  D  C.  area. 

Washington  and  its  fast- 
spreading  suburbs  have  seen 
decades  of  federal  installa- 
tions and  private  businesses 
with  federal  contracts  coming 


Greater 
Washington  has 
jumped  into  the 
competitive  fray, 
using  its 
considerable 
resources  to 
market  itself. 


and  going.  Now,  iiowever,  (ireat 
Washington  has  jumped  into  the  comp 
itive  fray,  using  its  considerab 
resources  to  market  itseif  as  an  enti 
region.  The  D.C.  area  boasts  its  inte 
gensia  class,  with  more  college  degrt 
per  cajiita  than  any  other  region  and 
highest  numbei'  of  scientists  iuid  enginee 
"No  matter  how  you  measure  iuiy  of 
our  communities,  vve  look  better  wheii 
you  examine  the  entire  (ireater 
Washington  area, "  said  Jack  McLean, 
head  of  the  new  (ireater  Washington 
Initiative.  "We  have  an  enormous  colle 
tion  of  high-technology  com|)anies,  ani 
they  are  doing  a  lot  more  than  just  gov 
ernment  contracts, "  he  said. 

Michael  (i.  Denick,  project  direcloi 
of  alliances  for  IBM's  Microelectronic 
Division,  explained  w  hy  the  Northern 
Virgini;i/(ireater  Washington,  D.C.  site 
was  chosen. 

"We  chose  the  site  in  Virginia  for 
three  main  reasons: 

I )  "IBM  had  an  existing  semicondu 
lor  facility  there.  All  the  infrastructure 
needed  to  bring  a  facifity  up  to  speed 
quickly  were  already  in  place." 

1}  "IBM  has  a  histoiy 
Manassas,  dating  back  to 
SOs.  We  are  familiar  w 
the  business  landscape 
governniental  climate,  a 
the  available  workforce. 
.•))  "The  facility  is  in  do 
proximity  to  an  existing  join 
venture  (at  IBM's  facility  in 
New  York)  but  far  enougfi 
away  that  the  new  business  w 
be  recognized  as  inde])endei 
of  the  two  parent  compatiies 
will  have  its  own  itientity  ;uid 
will  supply  the  64  DIMM 
chips  to  Toshiba  and  IBM, 
he  said. 

And  while  huge  announc 
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MISSISSIPPI  IS  SECEDING  AGAIN 


"I'm  pleased  to  see  Mississippi  getting  a  lot  of 
recognition  lately.  That  recognition  includes  being 
named  one  ot  the  top  ten  states  in  economic 
recovery  by  Li.  S.  News  &  World  Report  and 
receiving  top  grades  tor  financial  stability  from 
Kiplinger'i  Personal  Finance  Newsletter.  To  say  this 
state  is  a  good  place  for  business  is  a  true  under- 
statement. Litton  Industries,  our  parent  company, 
has  invested  billions  in  its  facilities  in  Mississippi. 
You  don't  make  that  kind  ot  investment  unless  the 
location  is  right  and  the  support  is  strong.  This 
state  is  succeeding  in  business  recniitment  because 
after  the  recruitment  stage,  the  support  remauis." 

Jerry  St.  Pe 
Senior  Vice  President,  Litton  Inoustries 
President,  Inoalls  Shipbuilding 
Pascagoula,  Mississippi 

PARDON  US,  WE  MEANT  SUCCEEDING 


A  LOT  OF  SUPPORT 
A  LOT  OF  SUCCESS 
A  LOTTO  BE  SAID 


(  8  0  0  )  3  4  0  -  3  3  2  3 
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South  West  Germany 
Baden-Wurttemberg 
The  High-Tech  State 

Baden- 

Wijrttemberg, 
with  a  popula- 
tion of  10.3 
million  the 
third  largest 
German 
Federal  State, 
is  locoted  at 
the  heart  of 
Europe.  With  enormous  productivity 
and  the  highest  technological  level,  the 
state  stands  as  a  leader  in  Germany 
and  Europe.  Its  gross  domestic  product 
is  greater  than  that  of  Belgium  or 
Switzerland. 

Baden-Wurttemberg  is  the  home 
of  well-known  companies  such  as 
Mercedes-Benz,  Bosch,  Porsche,  Zeiss, 
and  Hugo  Boss,  whose  products  and 
services  are  highly  respected  worldwide. 
The  fact  that  so  many  internationally 
active  companies  such  as  ABB,  Hewlett- 
Packard,  IBM,  Michelin,  Minolta,  and 
Sony  have  established  themselves  here 
speaks  for  itself.  Your  company  can 
profit  from  a  highly  developed  infra- 
structure, and  efficient  international 
transport  system,  suppliers  of  all  branch- 
es, and  a  large  force  of  skilled  workers. 
Baden-Wurttemberg  leads  in  research 
and  advanced  technology  in  Europe. 
Over  60  scientific  institutes  and  1  70 
centers  engaged  in  the  transfer  of  tech- 
nology to  our  companies  help  keep  us 
in  the  lead.  The  outstanding  educational 
and  training  system  provides  highly 
qualified  experts.  Moreover  there  is 
a  beautiful  landscape  and  a  wide  range 
of  leisure  activities. 

The  GWZ,  our  Agency  for 
International  Economic  Cooperation 
offers  complete  assistance  to  companies 
wishing  to  set  up  an  operation  in 
Baden-Wurttemberg.  For  further 
information  please  contact: 

Ministry  of  Economic  Affairs 

Bad';n-Wurttemberg 

Dr.  M.infred  Ginter 

Theodor  Heuss-Str.4 

D-701  74  Stuttgart,  Germany 

Tel.  {+49)  71 1-123-2483 

Fax.  (+49)  71 1-123-2474 


mciits  are  great  for  cities,  what  they  real- 
ly desire  is  to  attract  several  like-niiiuled 
companies  and  become  the  site  of  a 
high-technology  duster  These  clusters 
often  have  an  anchor  at  their  center, 
such  as  a  university,  a  major  government 
research  facility,  or  a  private  sector 
investment  of  huge  proportions. 


Photo  Coutlesy  of  Greater  Col 

(lities  on  the  hunt  for  high-technology 
jobs  study  the  anchors  of  the  |)ast  to  gen- 
erate ideas  about  what  combination  of 
lifestyle  and  hard  assets  made  these 
places  work. 

Stanford  University,  for  example,  is 
perhaps  the  most  well-known  anchor, 
enabling  the  rapid  expan- 
sion of  Santa  (;iara  County, 
California  into  what  we  now 
know  as  Silicon  Valley. 

Although  StiUiford  still  plays 
a  role  in  making  Silicon  V;illey 
a  center  of  excellence,  cur- 
rently the  role  of  the  |)rivate 
sector  army  of  companies, 
alliances  and  agreements,  in 
this  case,  the  industrial 
anchoring  effect  now  out- 
weighs the  University's  consid- 
erable influence. 

Industrial  lab  anchors, 
less  well  known,  but  with 


even  more  history,  are  the  (ieneral 
Electric  Research  lab  in  Schenectady, 
NY  and  the  liastman  Kodak  research 
facility  in  Rochester,  N\. 

Rochester  is  a  good  example  of  a  cit 
where  a  duster  —  in  this  case  optics 
and  imaging  —  grew  out  of  private  lab 
oratories,  industrial  research,  and 

development.  Wit 
more  than  SOO 
companies  and 
1  ()(),()()()  workers 
in  the  optics  .uid 
imaging  industiy. 
Rochester  has  60 
percent  of  all  ph( 


CompuServe's 
On-line  service 
headquarters  kept 
perpetually  busy 
handling  informatio 
needs  of  millions 
of  users. 


Cities  on  the 
hunt  for 
high-technology 
jobs  study 
the  anchors 
of  the  post. 


tographic  jobs  in  the  United  States. 

While  the  exact  date  an  optics  clus- 
ter began  forming  in  Rochester  is  han 
to  \)\n  down,  Bausch  &  Lomb  began 
making  eyeglasses  there  in  IS52.  Ceorg 
Hastman  founded  the  liastman  Kodak 
Company  there  in  IS8().  The  University 
of  Rochester  established  th 
Institute  of  Optics  in  1929 
By  I94S  when  the  Haloid 
Company,  later  to  become 
Xerox,  opened  its  doors,  the 
area  had  been  attracting 
(ierman  optics  technicians 
for  years. 

(lities  wishing  to  become 
known  as  centers  of  excel- 
lence don't  always  sit  back 
and  wait  for  high-technoloj; 
clusters  to  form  serendipi- 
tously.  They  actually  change] 
their  environment  to  make 
clustering  companies  more' 
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3ly  to  succeed. 

The  Greater  Bdtimore  area  is  one 
he  most  dramatic  of  these  eximiples. 
t  content  with  the  presence  of  Joluis 
pkins,  the  Nationd  Institute  of  Health 
1  the  University  of  Mai7l:md's  research 
ilities  to  attract  liigli-technology  busi- 
;s,  Baltimore  raised  money  to  establish 
Columbus  Center,  an  innovative  bio- 
linology  research  facility. 
Baltimore  went  several  extra  steps 
[his  process,  putting  the  Columbus 
Iter  in  its  wildly  popular  Inner 
rbor  district  and  actually  allowing 
irists  fresh  out  out  the  National 
jarium  to  "drop  in"  on  working 
rine  biologists. 

'We  have  a  200  mile  long  laboratory 
led  the  Chesapeake  Bay,"  siiid  ceo  Stan 
jslen  "We  put  the  facility  right  there 


where  the  scientists  could  see  it  and  the 
visitors  to  the  bay  could  see  them." 

Richard  Carter,  co-chairman  of  the 
environmental  technology  cluster  effort 
for  Arizona,  loves  to  sing  the  praises  of 
the  cluster  effect. 

"When  you  get  companies 
together  in  a  cluster,  you  learn 
how  big  your  industry  pres- 
ence is.  But  more  importantiy, 
you  learn  what  your  resources 
are,"  Carter  said.  "You  expand 
your  resources  by  these  clus- 
tering businesses  forming 
partnerships  for  various  pro- 
jects that  singly  they  could 
never  touch  before,"  he  said. 

"Therefore,  you  get  more 
of  these  projects  because  you 
have  opened  up  a  menu  and 


Cities  wishing  to 
become  known 
as  centers  of 
excellence  don't 
always  sit  back 
and  wait. 


a  talent  pool.  That's  the  heart  of  a  good 
cluster" 

Centers  of  excellence  can  be 
spurred  into  existence  by  events  as  well 
as  institutions.  The  closedown  of  the 
Strategic  Air  Command 
Headquarters  in  Omaha  left 
a  huge  physical  telecommu- 
nications structure  in  place, 
prompting  the  area  to  focus 
on  telecom  services  and 
related  industries.  Today, 
Omaha  is  a  vibrant  hub  of 
telecommunications  activity. 

In  a  similar  vein,  lowans 
are  quick  to  remind  their 
coastal  competitors  that  the 
computer  was  invented  at 
Iowa  State  University  in  Ames. 
Tliat  defining  event  has  led 


build  your  business  where  a  leader  in 
Teoinoiogy  Is  Investing  3  Biluon  Dollars, 


MOTOROLA 


the  world  to  choose  from,  Motorola's  Semiconductor  Products  Sector 
evaluated  more  than  300  potential  sites,  then  selected  the  GREATER  RICHMOND 
Area  to  build  its  $3  billion  semiconductor  complex. 

The  Greater  Richmond  Area  otters  a  thriving  pro-business  economy, 
advanced  technologies  and  research  support  services,  and  a  world-renowned 
quality  living  environment.  Add  low  operating  costs  and  a  work  force  ranked 
in  labor  productivitv  in  the  Southeast,  and  it's  no  wonder  we  are  one  of  the 
nation  s  leading  homes  to  corporate  America  and  Fortune  500  companies. 
Make  a  high-value/high-tech  move  to  a  great  part  of  the  world  — 
The  Greater  Richmond  Area...  The  New  world  Sy.mbol  for  Business. 
Contact  Greg  Wingtield  or  Gene  Winter  at  the  Greater 
Richmond  Partnership,  1-800-229-6332,  for  your  "Investment 

''^^'^f Greater  MgeJI 

facts  and  statisucs  that     r»  siMJmS 
attract  world-class  RICHMONDJMOI 

companies     Partnership  S 

like  Motorola  KM0M3BKm: 

to  th  is  90 1  East  Byrd  Street  •  Suite  80 1 

winning      Richmond,  Virginia  23219-4070 

region. 


i-643-3227-  i ■800-229-6332 


Visit  us  on  the  Web:  http-//\Yww.grpva.com 
or  contact  us  via  E-mail:  grpinc@grpva  com 


RUT  REcm'  in  viRGim  REPRESEsn\G  THE  CovimES  Of  Chesterfiew,  Hakover,  hesrico  aso  the  cm  Of  RicHMom  •  m  The  cester  Of  The  East  coast,  at  The  Crossroads  Of  i  n  1-64.  iss  Am  h&S. 


Photo  Courtesy  of  Columbus  Center 


Competitive  Positioning 

If  you  are  seeking  to  increase  your 
competitive  position  by  expanding  into 
your  own  center  of  excellence,  here  are 
some  things  to  look  for: 

Workforce  availability  If  the 
unemployment  rote  is  under  four  per- 
cent, there  may  be  a  labor  shortage.  Moke 
sure  the  communities  you  target  can  pro- 
vide you  with  detailed  labor  statistics. 

Air  Transportation  Technology 
companies  are  keen  on  decent  air  service, 
mostly  for  the  movement  of  their  people 
rather  than  their  product.  Technology  com- 
panies should  factor  how  much  air  service 
they  need  to  make  those  all  importont  cus- 
tomer contacts  and  field  location  visits, 
then  go  with  the  best  air  service  they  can 
find  —  as  long  it  it  doesn't  come  with  the 
traffic  congestion  and  building  density  that 
sometimes  comes  with  major  hubs. 

Educational  Quality  The  quality 
of  schools  varies  dramatically  from  state 
to  state,  even  district  to  district.  The 
quality  of  elementary  and  secondary 
schools  is  key  for  two  reasons:  First,  the 
product  of  those  schools  is  your  work- 
force ond  you  want  the  best  you  can  get 
in  a  knowledge-based  industry.  Second, 
your  bright  workers  are  likely  to  demand 


Columbus  Center  for 
Marine  Biotechnology 
in  Baltimore  is  a 
downtown  research 
institution  with  a 
difference.  Kids  are 
encouraged  to  walk 
up  and  interact  with 
marine  biology 
researchers.  The 
goal  is  to  get  kids 
interested,  making 
a  better  future 
workforce. 


a  location  with  exceptional  public 
schools.  The  annual  Education  Quotient, 
published  by  Expansion  Management 
Magazine,  indicates  that  schools  inside  a 
metro  area  con  vary  by  as  much  as  50 
percentile  points. 

Universities  Universities  are  not 
critical  to  high-technology  business  success, 
but  they  ore  visibly  involved  in  the  most 
successful  technology  clusters  in  nearly 
every  state. 

Solid  Finances  If  your  new  location 
offers  any  incentives,  even  future  tax  abate- 
ments, look  into  that  area's  record  of  main- 
taining a  credible  financial  status. 

Regional  Cooperation  Beware 
of  squabbling  municipalities.  According  to 
Rohit  Shukia,  technology  specialist  with  the 
Los  Angeles  Regional  Technology  Alliance, 
"The  real  boundaries  of  this  country  are 
those  of  commerce,  not  those  of  political 
divisions."  "A  compony  may  get  its  work- 
ers from  one  municipality,  train  them  in 
another,  get  its  water  from  still  another, 
and  be  taxed  by  still  another,  it  is  critical 
that  these  oreas  work  together,"  he  said. 

Technology  managers  are  accustomed 
to  making  fast  decisions,  and  therefore 
expect  their  suppliers,  and  their  communi- 
ties, to  be  equally  fleet  of  mind.  Leslie 
Parks,  director  of  economic  development 


Iowa  to  work  hard  to  keep  up  in  techno 
ogy,  imd  form  entities  like  the  Center  for 
Ackuiced  Technology  Development  and 
the  Institute  for  Physical  Research  and 
Technology  at  Iowa  Stale  to  keep  the 
development  ongoing. 

"The  Institute's  mission  is  to  create 
the  technological  base  for  developmen 
of  new  prototype  instruments,  materia 
and  processes  that  will  help  foster  eca 
nomic  development,"  says  Joel  A.  Sno\ 


for  San  Jose,  California,  says,  "Larger  tech- 
nology companies  want  an  area  without 
extensive  permit  regulations.  They  are 
looking  for  a  supportive  business  climate  to 
get  them  through  the  process  of  building  or 
expanding  on  a  site." 

Quality  of  life  While  weather  and 
clean  air  are  important  factors,  traffic  is  the 
biggest  concern.  If  traffic  is  your  hot  button, 
there  is  no  substitute  for  driving  around  at 
rush  hour.  Places  Rated  Almanac  q[s\\\o[ 
David  Savegeau  says,  "The  golf  courses  and 
cultural  activities  might  attract  people  to  an 
area,  but  once  they  experience  a  'no  rush 
hour'  community  you  can't  blast  them  out." 

Connections  Wired  cities  are  more 
common  than  they  used  to  be,  but  they  are 
not  yet  ubiquitous.  There  is  still  a  sizable 
gap  between  "haves"  and  the  "have-nots" 
when  it  comes  to  having  the  electronic  infra- 
structure technology  companies  demand. 

"Many  factors  ore  specific  to  companies, 
although  you  hove  some  commonalities: 
Quality  of  life,  convenient  air  access,  water 
available  in  measurable  quantities,  reliable 
electrical  service  at  a  reasonable  cost, 
and  on  educated  workforce,"  said  Richard 
Clements  of  Oklahoma  Gas  &  Electric. 
"These  ore  all  knockout  factors.  If  you 
can't  supply  one,  then  your  city  or  site  is 
out  of  the  running." 
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■  Institute's  director. 
Finally,  some  states  have  decided  to 
ract  high-technology  companies 
lost  by  sheer  will  alone.  New  Mexico 
;  been  offering  high-technology  com- 
lies  good  incentives  to  move  to  the 
(uquerque/Rio  Rancho  area  and  the 
ategy  has  paid  off  with  locations  by 
el  Corp.  for  Pentium  chip  fabrication 
i  headquarters  for  Intuit  Software. 
"They  see  a  cooperative  government 
:he  state  and  county  level  and  we  have 
ide  it  possible  for  them  to  work  at  a 
y  low  cost  while  enjoying  a  produc- 
t  and  loyal  workforce,"  said  Robert 
)S,  director  of  the  New  Mexico 
/ision  of  Economic  Development. 
Several  cities  for  the  past  two  months 
t'e  been  casting  their  eyes  on  AT&T, 
o's  recently  announced  further 
^akup  might  mean  some  expansion, 
iisohdation,  or  some  relocation. 
Much  of  AT&T's  corporate  structure 
5  been  based  in  New  Jersey  At  Jersey 
ntral  Power  &  Light,  which  serves 
ee  of  the  AT&T  facihties,  a  team  is 
sparing  to  go  to  work.  Specifically 
!y  are  intent  on  the  industries  identi- 
d  in  the  New  Jersey  Master  Plan  for 
onomic  Development,  which  are 
armaceuticals,  biotechnology,  elec- 
nics,  data  processing,  and  telecom- 
inications. 

"In  support  of  the  New  Jersey  Master 
in  we  at  JCP&L  recently  announced 
r  business  enhancement  incentives," 
d  JCP&L  CEO  Dennis  Baldassari,  who 
rved  on  the  Master  Plan  Commission, 
hese  incentives  are  strucmred  in  such 
vay  that  businesses  that  relocate  and 
pand  here  and  receive  energy  rate 
Juctions,"  he  said. 


:/c  Wimer  is  the  editor  of 
pension  Management  Magazine. 


At  our  park 
business  blossoms 


Taiwan  enjoys  a  deserved  reputation  for  expertise  in 
computer  related  industries.  And  the  key  to  this 
phenomenal  success  is  reflected  in  the  spectacular 
growth  of  the  Hsinchu  Science-based  Industrial  Park. 

This  success  is  set  to  continue  and  we  anticipate  an 
average  growth  rate  of  25%  during  the  next  decade. 
So  we  are  looking  for  investors. 

Very  special  investors. 

Investors  who  like  the  sound  of  a  huge  available  pool 
of  professional  talent,  solid  infrastructure  and  efficient 
administration  that  provides  one-stop  services. 

Investors  who  are  comfortable  working  amid  a  verdant 
1500-acre  environment  surrounded  by  lush  greenery, 
tranquil  lakes  and  substantial  residential,  sports  and 
social  facilities. 

Investors  who  relish  the  prospect  of  5  years  tax 
exemption  and  the  opportunity  of  joining  other  Hi-tech 
businesses,  both  domestic  and  international,  who 
have  ensured  our  production  of  Notebook  PCs,  LAN 
cards.  Scanners  and  other  information-related  key 
components  has  gained  significant  importance  in  the 
world. 

Like  we  said,  very  special  investors. 
So  if  you're  a  special  investor  looking  for  the 
opportunity  to  grow  and  share  in  our  success,  contact 
us  today. 

Because  business  blossoms  at  the  Hsinchu  Science- 
based  Industrial  Park. 


THE  SCIENCE-BASED  INDUSTRIAL  PARK,  WHERE  IDEAS  BLOSSOM. 

investmeni  Service  Division,  Hsinchu  Science-based  induslrial  Park 
No  2,  Hsin  Ann  Rd ,  Hsinchu,  Taiwan, R  0  C 
Tel  886-35-773311  Fai,886.35-776222 


fogrriphs  supplied  by  Winbond  El 


MANUFACTURING 


think  INDUSTRY  CLUSTER? 


I 


think  INNOVATIOK 


think  COMPETITIVENESS 


think  SINGAPOR 


Singapore  s  Manufacturing  2000  programme  enables  you  to  reach  Asian  markets  faster  and  at  a  lower  tota 

Vorld-class  inJustry  clusters  in  Singapore,  right  on  Asia's  doorstep,  give  direct  access  to  innovation,  infrastrv 
i  information.  This  mt.'Hs  tasrer  time-to-market  and  economies  of  scale,  enhancing  overall  competitivf 
r-  Singapore's  skills  and  technology  to  manufacture  core  components  and  key  modules  tor  your  global 
:  .  k    v     n :_'apore  c.in  he  >  i:.ur  product  m.uMLremcnt  hub."Vbu  will  e\en  find  us  a  risk-sharing  partner  for 

1  irciKs.  )  iiHik  Asia.  Think  maiiuiacturmg.  Thmk  Siiit,apur(..  Call  die  EDB  office  nearest  you.  Singaporel/ll^ 
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CHORUS  OF  HUMBUG' 
HIS  HOLIDAY  SEASON 


U.S.  ECONOMY 


Store  markdowns  duiing  the 
holiday  season  have  become 
iommonplace  as  mistletoe  and  ft'uitcake.  With  con- 
lers  apparently  losing  interest  in  shopping  in  Octo- 
however,  Christmas  1995  could  prove  to  be  espe- 
[y  hard  for  retailers. 

he  holidays  are  critical  for  retailers  because  they  ac- 
it  for  roughly  a  third  of  annual  sales  and  half  of  the 
r's  profits.  Judging  by  indications  so  far,  households 
approaching  the  holidays  cautiously  (chart),  and 
IS  that  are  not  discounted  will  get  left  on  the  shelf. 
,t  could  be  bad  new^s  for  many  companies,  who  are 
ady  cash-strapped  amid  some  of  the  toughest  times 
etailing  history  (page  84). 

Retailers  are  not  the  only  ones  with  a  stake  in  hoH- 
shopping.  The  level  of  activity  in  store  aisles  will 
I  affect  manufacturers,  not  to  mention  the  outlook 
inflation — a  trend  dear  to  the  hearts  of  policy  mak- 
at  the  Federal  Reserve.  Right  now,  sluggish  con- 
ler  demand  and  hints  of  excess  inventories  are 
iping  factory  activity  and  setting  up  conditions  for 
day  discounting  that  will  keep  inflation  tame. 

Altogether,  the  latest  data 
suggest  that  the  economy  is 
stnaggling  to  grow  above  2% 
this  quarter.  But  coming  after 
the  4.2%  annual  rate  of  in- 
crease in  the  third  quaiter,  the 
economy's  strains  are  not 
enough  to  push  the  Fed  to 
lower  interest  rates — not  yet. 

The  central  bank  kept  the 
federal  funds  rate  at  5.75%  at 
its  policy  meeting  on  Nov.  15. 
J  Fed's  inaction,  however,  reflected  its  wait-and-see 
tude  toward  the  budget  snafu  in  Washington.  Key 
I  members  have  said  repeatedly  that  credible  deficit 
action  must  come  before  rate  cuts.  The  Fed  meets 
t  on  Dec.  19. 

FH  LUCK,  the  federal  government  will  be  back  to 
•k  by  then.  Not  only  are  some  October  economic  re- 
ts being  delayed,  but  data  collection  for  November 
orts,  due  out  in  December,  is  also  on  hold.  That 
Id  affect  the  quahty  and  timing  of  those  data  as  well. 
itUl,  the  Fed  will  keep  an  eye  on  the  recent  sluggish- 
s  in  consumer  spending,  which  accounts  for  two- 
'ds  of  the  economy.  What  is  clear  from  recent  sur- 
s  on  hoUday  shopping  plans  is  that  gift  budgets 
fairly  modest  this  year. 


FEWER  GIFTS  FOR 
THE  HOLIDAYS 
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One  closely  followed  survey  shows  that  consumers 
are  planning  to  spend  4%  less  this  year  than  in  1994, 
according  to  a  query  of  1,000  shoppers  by  Deloitte  & 
Touche.  That  works  out  to  $685  per  household,  on  aver- 
age, nationwide.  Households  in  the  South  are  cutting 
back  the  most,  says  D&T,  with  spending  plans  down  8%. 

Why  the  ho-hum  expecta- 
tions? Some  consumers  are      WHY  RETAIL  MARGINS 


growing  uneasy  about  job 


ARE  BEING  SQUEEZED 


GOODS  PRICES  EXCLUOING 
FOOD  AND  ENERGY - 
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prospects.  Jobless  claims  have 
been  rising  in  recent  weeks. 
Others  took  on  massive 
amounts  of  debt  over  the  past 
year.  Repaying  those  loans  is 
eating  up  a  big  chunk  of  in- 
comes: A  rising  percentage  of 
credit-card  and  mortgage  debt  a  percent  change  from  a  year  ago 
is  already  delinquent.  data  ubor  dept.  business  week 

The  D&T  survey  of  500  retailers  found  that  companies 
had  brighter  expectations  for  holiday  buying  than  did 
households.  However,  a  weak  October  may  have  dashed 
some  of  that  optimism.  Retail  sales  fell  0.2%  in  the 
month,  and  excluding  autos,  they  were  down  0.5%. 
Department  stores  and  apparel  vendors  took  the 
biggest  hits. 

THE  OCTOBER  PERFORMANCE  says  a  lot  about  this 

quarter's  consumer  outlook — and  it  isn't  good.  In  the 
past  three  years,  fourth-quarter  real  retail  sales  have 
grown  at  an  annual  rate  of  about  10%,  and  in  each  year, 
the  quarter's  biggest  gain  occurred  in  October.  This 
year,  the  October  data  indicate  that  retail  volume  stall- 
ed the  fourth  quarter  up  less  than  1%  above  its  third- 
quarter  average. 

November  may  be  better  than  October  for  retailers. 
The  D&T  survey  found  that  28%  of  consumers  plan  to 
start  their  holiday  shopping  before  Thanksgiving.  And 
the  Johnson  Redhook  Report  says  that  sales  at  de- 
partment and  chain  stores  in  the  first  two  weeks  of  No- 
vember were  up  a  solid  2.2%  from  October. 

The  D&T  retailer  survey  also  found  that  stores  hoped 
to  keep  hohday  sales  promotions  to  a  minimum.  But 
that's  probably  wishful  thinking.  Shoppers  vdll  do  just 
what  they  did  last  year:  Sit  home  watching  IVs  a  Won- 
derful Life — and  waiting  for  bargains.  That  wall  force 
retailers  to  mark  down  merchandise. 

That's  why  inflation  could  end  the  year  lower  than  it 
was  this  past  spring.  Consumer  prices  for  all  items 
rose  0.3%  in  October,  as  did  the  core  index,  which  ex- 
cludes food  and  energy.  Consumer'  inflation  is  on  track 
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to  rise  about  2.7%  in  1995,  about  the  same  as  1994's 
2.6%  rate. 

The  prices  for  goods  alone  are  up  only  1.7%  over  the 
past  year.  That  low  pace  is  a  big  reason  why  the  prof- 
it margins  of  so  many  retailers  are  suffering  (chart, 
page  33).  Before  this  summer,  producer  prices  of  con- 
sumer goods  excluding  food  and  energy — the  cost  to  re- 
tailers for  their  merchandise — were  increasing  at  a 
slower  pace  than  were  the  prices  that  were  paid  by 
consumers. 

Now,  prices  of  consumer  goods  have  slowed  so  much 
that  producer  prices  of  goods  headed  to  retailers  are 
rising  faster  than  consumer  prices.  In  the  foui-th  quar- 
ter, the  gap  could  be  as  wide  as  one  percentage  point. 
That  will  squeeze  store  margins  even  more.  Moreover, 
stores  are  likely  to  cut  back  on  their  ordering  next 
year,  forcing  cutbacks  in  factory  output. 

INDUSTRIAL  PRODUCTION  already  looks  pretty  soft 
Output  in  manufacturing,  mining,  and  utilities  fell  0.3% 
in  October,  after  edging  up  0.1  %>  in  September  The  Oc- 
tober weakness  was  exaggerated  by  the  machinists' 
strike  at  Boeing  Co.,  which  by  itself  subtracted  0.2 
percentage  points  from  the  month's  output. 

Even  so,  other  industries  also  cut  production,  espe- 
cially consumer  goods.  Automobiles  and  tmcks  account- 
ed for  half  of  the  0.5%  drop  in  output  of  consumer 
goods,  but  other  consimier  dui'ables,  along  with  clothing 


JAPAN 


NO  STRAIN  ON 
CAPACITY 


and  energy  products,  appear  on  the  weak  side  as 

As  a  result,  operating  rates  in  all  industry  ea 
lower  in  October,  falling  to  83.6%  from  84.1%  in 
tember.  The  rate  in  manufacturing  dipped  to  82 
from  83.3%.  Utilization  rates  are  well  below  their  rec 
peaks  (chart).  That's  another  sign  that  there  is  littl 
any,  upward  pressure  on  goods  prices. 

October's  output  weakness 
may  well  reflect  surplus  in- 
ventories in  paits  of  the  econ- 
omy that  will  need  to  be 
worked  off  in  the  fouith  quai'- 
ter.  Because  of  the  govern- 
ment shutdown,  however,  the 
Commerce  Dept.  did  not  re- 
lease its  report  on  Septem- 
ber business  inventories  as 
scheduled,  but  it  has  already 
said  that  manufacturing  stock 
levels  rose  excessively  in  the  month 

For  now,  it's  not  clear  how  heavy  retail  inventoiH 
were  at  the  start  of  the  holiday  season.  If  stock  lex 
are  lean,  then  the  need  to  discount  will  be  less 
vere.  If,  however,  stores  head  into  the  new  year  aw5 
in  unsold  goods,  the  inventory  adjustment  could  stre 
into  early  1996.  That's  why  holiday  sales  this  year  ; 
especially  important,  not  only  for  retailers,  but  for  1 
economy. 
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QUIET  RUMBLINGS  OF  RECOVERY 


Amid  the  current  focus  on 
cracks  in  the  banking  system, 
deflation,  and  yen  shock,  it's  easy 
to  lose  sight  of  the  recent  stir- 
rings in  the  Japanese  economy.  To 
be  sure,  a  full  recovery  is  a  ways 
off.  However,  upbeat 
signs  in  housing,  capi- 
tal equipment,  and 
public  works  suggest 
that  the  worst  is  now 
past. 

Some  positive  trends 
are  even  emerging  in 
the  household  sector, 
so  crucial  to  a  sus- 
tained recovery.  Sep- 
tember retail  sales 
posted  a  surprisingly  solid  gain, 
the  second  in  a  row,  and  quarterly 
sales  grew  at  an  annual  rate  of 
4.9%  from  the  second  quarter. 
Housing  starts,  fueled  by  record 
low  mortgage  rates  and  rebuilding 


OUTPUT  IS  EXPECTED 
TO  BOUNCE  BACK 


APERCENT  CHANGE  IN 
QUARTERLY  AVERAGES 

DATA:  DRI/McGRAW-HILL,  Mill.  BW 


in  quake-devastated  Kobe,  rose 
6.6%  in  September,  led  by  the 
core  owner-occupied  sector. 
Spending  momentum  is  carrying 
over  into  the  fourth  quarter.  Ap- 
plications for  government  mort- 
gages are  rising,  sug- 
gesting future  gains 
in  starts,  and  October 
car  sales  rose  a  solid 
9%'  from  a  year  ago. 

These  demand 
trends,  if  sustained, 
will  support  current 
plans  to  increase  out- 
put and  capital  spend- 
ing. Companies,  espe- 
cially manufacturers, 
have  revised  upward  their  spend- 
ing plans  for  fiscal  1995 — ending 
in  March,  1996.  As  manufacturers 
restructure  in  response  to  past 
yen  appreciation,  their  profit  out- 
look is  improving.  The  yen's  re- 


•MIII  PROJECTIONS 
FOR  OCT  AND  NOV 


cent  weakening  is  helping  to  firm 
up  prices  at  the  wholesale  level, 
but  deflation  is  stiU  squeezing 
nonmanufacturers. 

Industi'ial  production,  although 
down  in  Septembei",  may  have  hil 
bottom.  Manufacturers  expect 
output  in  October  and  November 
to  be  3%  above  the  third  quarter 
but  with  exports  slowing,  any  re 
covery  in  production  and  employ- 
ment will  be  slow.  Also,  invento- 
ries rose  in  September,  and  the 
ratio  of  stock  levels  to  shipments 
remained  above  normal. 

On  Sept.  20,  the  government  un- 
veiled its  14  ti-illion  yen  ($140  bil- 
lion) stimulus  package,  8  tiilHon  of 
which  is  eaiTnafked  for  public- 
works  investment.  With  the  lift  it 
should  provide,  the  economy  is  ger 
erally  expected  to  eke  out  growth 
of  less  than  1%  in  fiscal  yeai'  1995, 
followed  by  2%  or  less  in  1996. 
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s  prudent  acorn  woodpecker  bores  small  holes  in  trunks  of  dead  trees  to  store  an  adequate  food  supply  for  the  cold  winter  months  to  come. 


Nature  teaches  creatures  to  provide  for  the  future.  It's  an  essential  precaution  for  the 
acorn  woodpecker.  It's  also  an  important  lesson  for  today's  industries,  A  company's 
success  depends  on  its  ability  to  identify  future  needs  and  invest  well  ahead  of  time. 

After  all, 

effective  logistics  depend  upon  timely  investments 

That's  why  Schott  decided  to  invest  in  a  production  facility  in  the  United  States  in  1989  for 
CERAN'*  glass-ceramic  cooktop  panels.  With  the  flexibility  to  provide  both  our  product  and 
our  technical  expertise  in  the  U.S.,  we  can  meet  the  individual  needs  of  our  American  customers 
even  more  efficiently.  This  not  only  means  shorter  delivery  time 
for  this  best-selling  cooktop  panel,  but  prompt  service  as  well.  If 
you  would  like  to  learn  more  about  CERAN'  glass-ceramic  cooktop 
panels  or  find  out  more  about  the  Schott  Group  of  companies,  write  to: 

The  CERAN^  glass-ceramic 

panel  is  the  heart  of  the  CERAN-    Schott  Corporation,  Dept.  BW  4,  3  Odell  Plaza,  Yonkers,  NY  10701 . 

TOP-SYSTEM  ,  deueloped  by 

Schott  in  close  cooperation       Maintaining  our  position  as  a  leader  in  special  glass  is  not 

with  specialists  in  all  areas  of 

the  cooking  products  field-      cnough.  Our  goal  is  to  be  a  leader  in  customer  orientation 

from  appliance  manufacturers 

to  cookware  producers.  finding    WayS    to    take    our    customers    further.        Total    Customer  Care 
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THE  ECONOMY 


WORKERS  FINALLY 
GET  THEIRS 

From  retailing  to  high  tech,  wage  gains  outpace  inflation 


SERVICES  LEAD 

Increase  in  hourly  earnings  during 
past  six  months,  inflation-adjusted* 

ALL  PRIVATE  WORKERS  1.0% 


s  the  great  wage  drought  finally 
over?  All  through  1994  and  early 
1995,  corporate  profits  skyrocketed, 
with  companies  reporting  quarter 
after  quarter  of  record  earnings.  Un- 
employment fell  to  levels  not  seen  since 
the  late  1980s,  as  companies  hired  new 
hands.  Yet  with  wages  barely  rising, 
many  workers  still  found  themselves 
losing  out  to  infiation.  The  slogan  for 
the  recovery  could 
have  been:  "Where's 
the  beef?"  Plenty  of 
the  nation's  work- 
force griped  that 
they  could  barely  af- 
ford macaroni  and 
cheese. 

Now,  relatively 
late  in  this  recovery, 
America's  workers, 
though  not  exactly 
flush  vdth  cash,  may 
find  themselves  with 
a  little  spare  change. 
There  is  hard  evi- 
dence that  a  combi- 
nation of  rising  pro- 
ductivity, falling 
prices,  and  tight  labor  markets  is  at 
last  nudging  real  wages  upward.  Ac- 
cording to  a  calculation  by  business 
WEEK,  70%  of  full-time  workers  are  in 
occupations  that  have  seen  real  pay  in- 
creases over  the  past  year,  compared 
with  only  14%  in  1994  (chart).  Average 
hourly  eaniings,  adjusted  for  inflation, 
rose  at  a  1.0%  rate  during  the  past  six 
months,  with  increases  stretching  across 
virtually  every  sector  of  the  economy. 
From  high  tech  to  retaihng  to  finance, 
wage  gains  now  are  outpacing  inflation. 

To  be  sure,  real  wages  still  have  not 
climbed  back  to  where  they  were  in 
1989,  before  the  recession  started.  But 
that  may  just  be  a  matter  of  time  if 
higher  productivity  continues  to  push 
up  wages.  "There  is  now  a  very  gradu- 
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al  pressui'e  on  compensation,"  says  Alan 
R.  Schonberg,  president  of  Management 
Recruiters  International,  a  Cleveland 
recruiting  fii-m  with  offices  nationwide. 
"It's  just  beginning  to  manifest  itself." 

What  has  changed  in  recent  months 
to  propel  wages  higher?  The  unemploy- 
ment rate  is  now  just  5.5%,  well  below 
the  level  where  wages  historically  have 
begun  to  accelerate  (page  38).  But  un- 
employment was  low  in 
1994  as  well.  The  big  dif- 
ference: Pi'oductivity  gr-owth 
is  surging.  Nonfarm  pro- 
ductivity has  risen  3.4% 
this  year,  far 
ahead  of  the 
1.9%  gain  in 
1994.  (The  statis- 
tics will  be  revised 
in  December,  but  the 
new  numbers  also 
will  show  accelerat- 
ing productivity 
gi'owth.)  And  ris- 
ing productivity 
means  companies 
can  pay  higher 
wages  without 
having  to  boost  prices. 
MULTIPLE  OFFERS.  Even 
workers  who  ai*en't  experi- 
encing higher  take-home 
pay  are  benefiting  from 
lower  prices.  During  the 
past  year,  retail  prices 
for  nonauto  goods  have 
fallen  by  0.4%,  the  fii'st 
year-over-year  de- 
crease since  1986. 
That  may  not  be  en- 
couraging for  cash- 
starved  retailers 


(page  84),  but  it's  good  news  for 
consumers:  It  boosts  buying 
power,  even  if  wage  in- 
creases are  weak. 

In    high  tech, 
wage  boom  is  in  fuU 
swing.  "A  couple 
of  years  ago 
we    didn't    /  M 


have  much 
competition'" 
for  workers,  says 
Kenneth  Coleman, 
senior  vice-president  for 
administration  at  computer 
workstation    maker  Silicon 
Graphics   Inc.   "Today  when 
you're  recruiting  someone,  they 
have  three  or  fom-  offers."  Trilo- 
gy Development  Group,  a  pri- 
vately held  software  company 
in  Austin,  Tex.,  has  boosted  base 
salaries  by  almost  15%  over  the 
past  year  to  attract  the  kinds 
of  technical  and  mai'keting  peo- 
ple the  company  needs.  "The 
competition  out  there  is  in- 
sane," says  John  D.  Price, 
vice-president  for  marketing. 
At  SABRE  Decision  Tech- 
nologies, a  unit  of  AMR 
Corp.,    salaries  overall 
have  risen  about  6%  to 
7%  this  year.  The  unit, 
which  provides  consult- 
ing  and   software  to 
American  Airlines  Inc. 
and  other  companies, 
has  hired  800  people 
this  year  and  expects 
a   similar  increase 
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t  year.  "We're  often  having  some- 
y  come  into  my  office  and  say,  'We 
lly  love  working 
e,  but  I  have  this 
'.r  for  a  40%  raise 
60%  raise, 
you  do 


anything  about  it?' "  says  Thomas  M. 
Cook,  president  of  sdt.  "I  don't  see  a 
softening  in  the  marketplace." 

That's  true  even  for  freelancers,  if 
they  have  the  right  kinds  of  technical 
skills.  During  the  past  year,  wages 
have  risen  by  almost  9% — far  more 
than  inflation — at  MacTemps,  a  Cam- 
bridge (Mass.)  temporary-help  company 
that  places  many  desktop-publishing 
professionals. 

Even  less  skilled  workers  are  seeing 
higher  pay.  Not  too  long  ago,  Marcus 
Corp.,  a  $278  million  ft-anchise  operator 
of  KFC  restaui'ants,  owner  of  movie  the- 
aters, and  owner  and  franchiser  of 
Budgetel  Inn  motels,  could  pay  min 
imum  wage  to  many  of  its  en- 
try-level  employees.  "Now 
there's  veiy  little 
minimum  wage 
left  in  our  opera- 
tions," says  Ste- 
phen H.  Marcus 
chairman  and  chief 
executive  officer.  Over 
the  past  six  months  alone, 
wages  have  gone  up  about  4%  to  5%, 
notes  Marcus. 

Labor  markets  are  tightest  in  the 
Midwest,  where  the  unemployment  rate 
is  only  4.3%.  Piincipal  Financial  Group, 
a  big  Des  Moines-based  insurer,  has 
boosted  salaries  6%>  to  7%  over  the 
past  year  to  find  entiy-level  comput- 
er progi'ammers.  Yet  wages  are  ris- 
ing all  over  the  country.  In  the 
Phoenix  area,  hourly  wages  for  re- 
tail sales  positions  rose  by  11% 
diuing  the  past  yeai-  "We  have 
huge  pressure  on  the  lower- 
level  positions,"  says  Sybil 
Goldberg,  president  of  Spectra 
International,  a  human-resources 
firm  in  Scottsdale,  Ariz.  Even  in  the 


the  Hollywood  movie  industry,  hourly 
earnings  are  up  by  15%  over  the  past 
year.  And  a  shortage  of  qualified  appli- 
cants is  helping  push  up  salaiies  for  en- 
try-level supervisors  at  Universal  Studi- 
os Florida,  the  Orlando  theme  park. 

There  are  some  areas  of  the  economy 
where  wages  ai'e  still  lagging.  Real  com- 
pensation in  manufactuiing  fell  last  year 
in  the  face  of  global  competition  and 
continued  job  cuts.  On  Nov.  14,  for  ex- 
ample,, 3M  announced  that  it  would  cut 
3,000  U.  S.  jobs  as  part  of  an  effort  to 
reduce  costs.  And  ongoing  cuts  in  mili- 
tary spending  are 
holding  down  wag- 
es in  regions  such 
as  Southern  Califor- 
nia and  New  Eng- 
land that  were  dependent 
on  defense  jobs.  "We're  still 
flooded  with  applications  fi"om  peo- 
ple coming  out  of  the  defense  industiy 
here,"  says  Gene  Banucci,  ceo  of  Ad- 
vanced Technology  Materials  Inc.,  a 
Danbuiy  (Conn.)  developer  of  diamond- 
based  semiconductors. 
BONUS  STRATEGY.  Is  this  leading  to 
higher  inflation?  Not  so  fai*.  Productivity 
is  still  rising  faster  than  wages.  What's 
more,  benefit  costs  are  increasing  at 
only  2.2%'  annually,  their  slowest  rate 
on  record,  as  companies  get  a  handle  on 
medical  costs.  This  provides  room  to 
pay  higher  wages  without  triggering 
inflation. 

Companies  are  also  trying  hard  to 
keep  their  wage  costs  under  control. 
One  way  is  to  pay  bonuses,  rather  than 
raise  base  pay.  In  1995,  bonuses  and 
other  incentive  pay  rose  by  a  third  for 
nonunion  houi'ly  workers,  according  to  a 
recent  survey  by  compensation  consul- 
tants Hewitt  Associates.  Managers  and 
professionals  received  similar  gains.  If 
times  turn  bad,  com- 


SOARING  PRODUCTIVITY  AND  FALLING  PRICES  BOOST  EARNING  POWER 


NONFARM  PRODUCTIVITY 
OVER  PREVIOUS  YEAR 


RETAIL  PRICES  OVER 
PREVIOUS  YEAR* 


SHARE  OF  WORKFORCE  IN 
OCCUPATIONS  WITH  RISING 
60  REAL  EARNINGS 
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sluggish  New  York  region,  the  pool  of 
quahfied  applicants  for  accounting  and 
secretarial  jobs  has  tightened  in  1995. 

The  entertainment  boom  is  helping 
raise  pay  in  California  and  Florida.  In 


panies  can  more  eas- 
ily cut  bonuses. 

Moreover,  workers 
are  looking  for  stabil- 
ity and  good  oppor- 
tunities as  well  as 
higher  wages.  "If 
you  just  play  the  sal- 
ary game,  you  lose," 
says  Coleman  of  Sili- 
con Graphics.  "Ulti- 
mately you  have  to 
capture  the  hearts 
and  minds  of  people." 
Ti-ue — but  a  nice  in- 
crease in  wages  doesn't  hurt. 

By  Michael  J.  Mandel  in  New  York, 
with  Wendy  Zellner  in  Dallas,  Rich- 
ard A.  Melcher  in  Chicago,  and  bu- 
reau reports 


'93       '94  '95 
•MEDIAN  WEEKLY  EARNINGS  FOR 
FULL-TIME  WORKERS,  THIRD  QUARTER 
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CAN  THE  ECONOMY  STAND  A  MILLION  MORE  JOBS? 


I 


A 


mong  the  monetary  mandarins 
at  the  Federal  Reserve,  it  is  a 
[long-held  dogTna  that  too 
much  employment  can  be  a 
dangerous  thing.  That's  be- 
cause Fed  officials — and  most 
private  economists — believe 
that  when  the  jobless  rate 
dips  too  low,  employers  are 
forced  to  bid  up  wages  to  at- 
tract the  best  workers.  With 
payrolls  representing  two- 
thirds  of  business  costs,  infla- 
tion is  certain  to  rise. 

At  what  point  is  unemploy- 
ment too  low?  Conventional 
wisdom  at  the  central  bank 
pegs  the  thi-eshold  at  about 
6%,  based  on  past  business 
cycles  (chart).  But  there  is 
growing  evidence  that  the 
Fed  may  be  overestimating  this 
crucial  pressure  point — known  in 
econospeak  as  the  "nonaccelerating- 
inflation  rate  of  unemployment" 

(NAIRU). 

The  proof:  The  jobless  rate,  now 
5.5%,  has  been  below  6%  for  14 
months.  The  employment  cost  index, 
which  measures  wages  and  salaries, 
rose  just  2.8%  over  the  past  year, 
vs.  2.9%  during  the  preceding  12 
months.  And  recent  wage  hikes 
seem  to  be  offset  by  productivity  in- 
creases. "In  every  business  cycle, 
there  are  conventional  wisdoms  that 
prove  to  be  myths — and  the  6% 
NAIRU  is  proving  to  be  a  myth," 
says  Allen  L.  Sinai,  chief  economist 
for  Global  Economic  Advisers  of 
Lehman  Brothers  Inc.  He  pegs  the 
current  nairu  at  5.2%. 
NAIRU  LOBBYING.  If  Sinai  is  right, 
that  means  the  economy  can  accom- 
modate a  milHon  more  jobs.  A  lower 
NAIRU  could  encourage  Fed  Chair- 
man Alan  Greenspan  to  cut  the 
Federal  Funds  rate,  which  banks 
charge  each  other  for  overnight 
loans.  But  the  Federal  Reserve 
chief  has  yet  to  be  convinced.  The 
Federal  Open  Market  Committee  he 
heads  decHned  on  Nov.  15  to  lower 
the  Fed  Funds  rate  from  5.75%. 
That's  an  unusually  high  level  for 
the  rate  during  a  period  of  such  low 
inilation. 

It's  not  that  some  economists 
haven't  been  lobbying  the  Fed  to 
plumb  for  a  lower  nairu.  But  with 


the  economy  running  at  capacity, 
Greenspan  and  his  allies  have  kept 
to  a  slightly  restrictive  policy  for 
fear  of  losing  their  hard-fought  vic- 
tories in  keeping  inflation  under  con- 
trol. "I  don't  think  the  Fed  ought  to 
be  conducting  experiments  like 
this,"  says  J.  Alfred  Broaddus  Jr., 
president  of  the  Federal  Reserve 
Bank  of  Richmond,  Va.  nairu  "is 
not  a  toggle  switch,"  adds  Federal 
Reserve  Governor  Lawrence  B. 
Lindsey.  "Inflation  can  still  come 
into  the  system." 

Indeed,  there  are  some  new  signs 
that  real  wages  are 
finally  beginning  to 
climb  again  after 
years  of  stagnation. 
Even  so.  Fed  insid- 
ers generally  be- 
lieve wage  pres- 
sures that  could 
drive  up  inflation 
remain  restrained. 
Fed  economists  cite 
structural  changes 
in  the  labor  mar- 
ket— such  as  a  larg- 
er global  pool  of 
workers — and  heavy 
capital  spending  on 
labor-saving  tech- 


HOW  UNEMPLOYMENT 
AFFECTS  INFLATION 

YEARLY  CIVILIAN  UNEMPLOYMENT  RATE 
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nology.  That  allows  employers  to 
offset  any  wage  increases  with  high- 
er productivity.  "We  may  be  experi- 
encing a  positive  supply-side  shock,'' 
says  Harvey  Rosenblum,  research 
director  at  the  Federal  Reserve 
Bank  of  Dallas.  "It  has  made  me 
pause  and  wonder  if  nairu  is 
lower  than  we  thought." 

Rosenblum  and  a  few  other 
Fed  officials  are  warming  to 
the  idea  that  the  nairu  may 
be  5.5%.  But  Fed  Vice-Chair- 
man Alan  S.  Bhnder,  a  former 
economic  adviser  to  the  Clin- 
ton Administration,  says  the 
threshold  may  even  be  lower 
than  that.  "There's  not  enough 
data  to  change  my  mind,  but  I 
would  not  rule  out  the  possibil- 
ity," he  says.  Another  Fed  officia 
argues  that  for  every  point  that 
joblessness  is  below  nairu  for  a 
year,  inflation  rises  just  a  half- 
point— leaving  plenty  of  time 
to  head  off  any  emerging  wage 
pressures. 

BIGGEST  SKEPTIC.  Despite  growing 
comfort  at  the  Fed  with  the  current 
jobless  rate,  Greenspan  remains  the 
biggest  skeptic.  Fed  watchers  say 
that  he  still  doubts  the  economy  can 
handle  unemployment  lower  than 
6%  without  triggering  wage  pres- 
sures. Greenspan  hinted  as  much  in 
an  Oct.  19  speech,  noting  that  while 
the  downsizing  trend  has  left  em- 
ployees docile,  at  some  point  "work- 
ers will  perceive  that  it  no  longer 
makes  sense  to  trade  off  wage 
progi-ess  for  incremental  gains  in 
expected  job  security." 

With  the  expan- 
sion in  its  fourth 
year,  it's  hard  to 
quibble  with  the 
Fed  chairman's  cau- 
tion. Still,  with 
unemployment  and 
inflation  both  re- 
maining at  such 
low  levels,  it  may 
be  time  for  Green- 
span to  shake  off 
his  NAIRU  jacket 
and  give  labor  mar- 
kets some  more 
room  to  move. 

By  Dean  Foust 
m  Washington 
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IE  BUDGET 


EWT'S  FINGERS  GET 
AUGHT  IN  THE  SHUTDOWN 

le  GOP  may  win  the  budget  battle-but  lose  public  support 


■or  months,  House  Speaker  Newt 
I  Gingrich  (R-Ga.)  has  dared  Presi- 
dent Clinton  to  make  his  day  by 
sing  down  government  in  a  clash  of 
Is  over  a  balanced  budget.  By  vetoing 
3  bills  to  keep  the  government  run- 
ig  while  budget  talks  continue,  Clin- 
1  has  taken  the  Speaker's  bait.  So 
y  do  Gingrich  and  other  GOP  leaders 
k  so  down-in-the-mouth? 
rhe  answer  is  summed  up  in  two 
rds:  Medicare  meltdown.  By  permit- 
g  Clinton  to  por- 
ly  Medicare  cuts 
the  core  of  their 
:al-reform  drive, 
publicans  have 
3ned  themselves 
for  a  public  pum- 
ling.  By  nearly  a 
0-1  margin,  polls 
m,  Americans 
,me  the  GOP  Con- 
5SS  rather  than 
i  Pi'esident  for  the 
\^ernment's  Nov. 
shutdown.  That 
ians  Gingrich's 
dget  strategy 
mis  as  a  major 
inder  for  the  nor- 
illy  surefooted  Speaker. 
Still,  the  budgetaiy  impasse  does  hold 
ne  good  news  for  Gingiich  &  Co.  De- 
te  his  GOP-bashing  over  Medicare, 
nton  is  moving  closer  to  his  oppo- 
its'  position  on  key  budgetaiy  issues. 
'  has  already  offered  to  trim  Meclicai'e 
)wth  by  $140  billion  over  seven  yeai's 
i  cut  taxes  by  nearly  $100  billion, 
id  on  Oct.  19,  the  President  said  he 
ght  be  vdlling  to  accept  the  Republi- 
1  goal  of  a  balanced  budget  in  seven 
ars.  Wlien  the  rhetoric  cools,  a  final 
al  is  likely  to  give  the  GOP  nearly 
srything  it  wants:  slower  growth  in 
idicare,  a  big  tax  cut,  welfare  refomi, 
d  a  balanced  budget — or  something 
ry  close  to  it — by  2002. 
lEE  FALL."  Such  an  accord  isn't  likely 
come  together  much  before  Cbrist- 
is.  In  the  meantime,  gop  budgeteers 
;  taking  a  pasting.  "Republicans  are  in 
e  fall,"  says  conservative  pollster  Gor- 
n  S.  Black.  Adds  Patrick  H.  Arbor, 
iirman  of  the  Chicago  Boai'd  of  Ti-ade: 
1  my  personal  view.  Republicans  are 
)  strident.  They're  holding  the  Ad- 
nistration  hostage."  The  pr  pounding 


hasn't  gone  unnoticed  on  Capitol  Hill: 
"We're  getting  killed,"  groans  a  top  gop 
congi'essional  aide. 

Much  of  this  agony  is  self-inflicted. 
First,  Republicans  hnked  the  fate  of  a 
temporary  government  funding  bill  to 
an  increase  in  Medicare  premiums.  By 
the  time  they  withdrew  their  demand 
on  Nov.  15,  the  damage  to  their  image 
had  been  done.  A  gop  attempt  to  comer 
Clinton  by  threatening  a  default  on  the 
national  debt  failed  on  Nov.  15  when 


continues — and  talks  were  stalled  as  of 
Nov.  15 — the  President  risks  a  back- 
lash. "It's  bound  to  increase  the  disillu- 
sionment and  fuiy  over  how  this  coun- 
try is  run,"  says  Joseph  P.  Sullivan, 
chairman  of  Chicago-based  Vigoro  Coi^j. 
Americans  fear  deep  gop  spending  cuts, 
yet  they're  furious  with  Washington  for 
partisan  backbiting.  "People  are  not 
sympathetic  to  these  political  squab- 
bles," says  Haggar  Chief  Financial  Offi- 
cer Ralph  A.  Beattie.  "This  will  intensi- 
fy calls  for  a  third  party." 
POLICY  VICTORY.  Voter  wi-ath  is  driving 
CUnton,  Gingi'ich,  and  Senate  Majority 
Leader  Bob  Dole  (R-Kan.)  toward  a 
long-term  deal.  When  the  smoke  clears, 
the  President  still  is  likely  to  sign  a 
dramatic  budget  bill.  The  probable  out- 
come: sharp  deficit  reduction  by  2002; 
Medicai'e  refonns  that  will  slow  the  pro- 
gi'am's  gi'owth  by  about  $200  billion — 


THE  GOP  TAKES 
THE  HIT 


Who  is  to  blame  for  the 
budget  impasse? 


CLINTON 

27% 

REPUBLICANS 
IN  CONGRESS 

46% 

BOTH 

20% 

NEITHER 

2% 

NO  OPINION 

5% 

DATA'  WASHINGTON  POSVm  NEWS  SURVEY  OF 
1,005  ADULTS  CONDUCTED  NOV  10-13 

STALEMATE 
By  successfully 
portraying  the 
Republicans 
as  Medicare 
slashers,  the 
President  is 
reaping  big 
political  gains 


ll'easury  Secretary 
Robert  E.  Rubin 
tapped  civil-service 
retirement  ftmds  to 
(keep  paying  inves- 
tors through  De- 
cember. And  by 
failing  to  meet 
their  deadline  on 
the  budget  and 
most  of  the  1995 
spending  bills.  Re- 
publicans reinforced 
the  view  that  Congi-ess  can't  walk  and 
chew  gum  at  the  same  time. 

But  Gingrich  has  a  point  when  he 
snipes  at  the  White  House's  "pure  dem- 
agogiiery."  These  days,  Clinton  never 
mentions  his  own  proposal  to  slow  the 
gi'owth  of  Medicare.  Instead,  he  blandly 
vows  to  balance  the  budget  while  pro- 
tecting mainstream  American  values. 
"It's  political  strategy  to  get  reelected," 
says  Birmingham  Steel  President  James 
A.  Todd  Jr.  It's  also  working:  "At  least 
Clinton  appears  Pi-esidential,"  Todd  says. 

CKnton's  new  hardball  strategy  is  not 
without  risks,  however.  If  the  stalemate 


splitting  the  difference  between  Clin- 
ton's $140  billion  plan  and  the  (JOP's  $270 
billion  package;  and  a  tax  cut  of  rough- 
ly the  same  amount,  which  would  also 
represent  a  compromise  between  the 
GOP's  $240  billion  package  and  the  Wliite 
House's  $100  billion  version. 

Clinton  will  resist  (JOP  efforts  to  slash 
the  Earned  Income  Tax  Credit  for  the 
working  poor.  But  he  is  likely  to  accept 
a  toned-down  version  of  the  rest  of  the 
tax  package,  which  congressional  Re- 
publicans adopted  on  Nov.  15.  That 
measure  provides  a  $500  credit  for  fam- 
ilies with  children,  cuts  capital-gains 
taxes  fi'om  28%  to  19.8%,  and  expands 
individual  retirement  accounts. 

In  policy  terms,  such  a  deal  would 
be  a  solid  gop  win.  But  in  the  battle  of 
perceptions,  it's  another  stoiy.  A  Presi- 
dent once  dismissed  as  powerless  may 
emerge  from  the  budget  brawl  stronger. 
And  that  can  only  help  all  Democrats  in 
the  fall  election. 

By  Howard  Gleckman,  with  Richard 
S.  Dunham  in  Washington,  Stephanie 
Anderson  Forest  in  Dallas,  and  bu- 
reau repo^~ts 
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RECRUITING 


COLIN  POWELL: 
FOUR-STAR  CEO? 

He's  hot,  but  battle  ribbons  don't  always  spell  corporate  glory 


He  may  not  have  the 
fire  in  his  belly  to 
mount  a  Presidential 
drive.  But  Coiporate  Amer- 
ica is  hoping  that  a  tingling 
in  his  wallet  may  yet  drive 
Colin  L.  Powell  into  a 
boardroom  career.  Powell's 
Nov.  8  decision  to  forgo  a 
White  House  run  disap- 
pointed admirers,  including 
many  business  leaders.  But  THE  GENERAL  is 
that  has  only  fueled  a  new  facing  a  new  draft 
frenzy  among  others  who 


are  angling  to  convince  the  former  gen- 
eral to  carve  out  a  private-sector  ca- 
reer. "He's  a  hot  property,"  says  fomner 
Reagan  Administration  personnel  czar 
E.  Pendleton  James,  who  heads  a  New 
York  executive  search  fiiin.  "There  isn't 
a  corporation  in  America  today  that 
wouldn't  love  to  have  Powell  sit  at 
their  table." 

Since  his  retii'ement  two  years 
ago,  Powell  has  received  more 
than  100  requests  to  serve  on 
boards.  Recniiters  say  clients  are 
salivating  at  the  prospect  of  nab- 
bing Powell.  The  general  "has 
gi'eat  judgment,  common  sense, 
and  a  skepticism  that  would  be 
healthy  on  any  board,"  says 
Brent  Scowcroft,  George  Bush's 
national  security  adviser  while 
Powell  was  chainnan  of  the  Joint 
Chiefs  of  Staff. 

Even  as  companies  press 
Powell  to  accept  their  lucrative 
offers,  they  ought  to  mull  the 
decidedly  mixed  track  record 
of  other  militarists  turned  capi- 
talists. Battle  ribbons,  it  turns 
out,  are  lousy  indicators  of  coipo- 
rate  glory. 

A  POOR  FIT.  Many  well-known 
soldiers  end  up  being  mere  deco- 
rative epaulets  for  companies. 
Douglas  MacAithui",  for  one,  was 
a  lackluster  chairman  of  Rem 
ington  Rand 

wanted  was  his  connections," 
says  Indiana  University  histo- 
rian John  K.  Stevens.  Alexander 
M.  Haig  Jr.  gets  kudos  for  his 
brief  stint  as  president  and  chief 
operating  officer  of  United  Tech- 


nologies Corp.,  but  his  ser- 
vice as  a  director  didn't  pre- 
vent Chapter  11  filings  by 
Leisui-e  Technology  Inc.  and 
Allegheny  International. 
Boards  "are  only  as  effec- 
tive as  the  management  al- 
lows them  to  be,"  responds 
Haig.  Bobby  Ray  Inman 
provided  early  leadership 
for  Microelectronics  &  Com- 
puter Technology  Coip.,  but 
the  former  Defense  Intelh- 
gence  Agency  chiefs  com- 
mand-and-control  background  was  ill- 
suited  for  the  collaborative  high-tech 
consortium. 

Some  militaiy  heroes  turn  out  to  be 
disasters  in  private  life.  Andrew  Jackson 
lost  his  shirt  in  real  estate.  And  after 
Civil  War  General  Ulysses  S.  Grant 
backed  his  son's  investment  finn,  it  went 
bust — and  he  lost  both  his  and  other 


From  Militarist 
To  Capitalist 

ANDREW  JACKSON 

►  General,  War  of  1812 

►  Real  estate  speculator;  lost  heavily 
when  land  prices  sank 

ULYSSES  GRANT 

►  Head  of  Union  forces,  Civil  War 


►  Promoted  and  invested  in  son's 
investment  firm 

►  Firm  collapsed  after  son's  part- 
ner stole  funds;  Grant  bailed  fami- 


investors'  money  to  swindlers.  "He  hi 
the  biggest  collection  of  crooks  t- 
friends  and  relatives  of  anybody  in  h 
tory,"  says  historian  Charles  J.  Tull 
There  have  been  successes  as  wi 
of  course.  Charles  R.  "Tex"  Thornt 
who  invented  statistical  controls 
tracking  the  military's  resources  dun 
Worid  War  II,  helped  build  Litton  I 
dustries  into  a  corporate  titan.  Sin 
larly,  Lucius  D.  Clay,  the  militan 
World  War  II  procurement  chl 
worked  to  transform  Continental  C 
Co.  into  the  industry  leader.  And  W 
ham  G.  Pagonis,  the  logistics  hero 
the  Persian  Gulf  War,  wins  praise  f 
improving  Sears  Roebuck  &  Co.'s  d: 
tribution  network. 
MILLION-DOLLAR  QUESTION.  Powell  C( 
tainly  has  many  of  the  quahties  of  1 
military  predecessors:  stature,  intern 
tional  experience,  and  intimate  knov 
edge  of  Washington.  Top  military  m 
have  "spent  a  lot  of  time  thinking  abo 
leading  big  organizations,"  notes  Rob( 
N.  Butt,  chaiiTnan  and  chief  executive 
FMC  Corp.,  which  recruited  form 
Army  Chief  of  Staff  Edward  C.  Mey 
as  a  director.  Meyer's  understanding 
the  Pentagon's  future  needs  helped  Fi 
"concentrate  oiu'  research  efforts,"  not 
Director  and  foiTner  ChaiiTnan  Robe 
H.  Malott. 

Will   Powell   sign  on? 
passed  up  offers  from  corpora 
recruiters  while  he  wrote 
memoh-s  and  weighed  a  Whi 
House  bid.  But  "with 
book  behind  him,  that  cou 
change,"  says  aide  Peggy  ( 
fiino.  Still,  several  Powell  in 
mates  doubt  he'll  take  the  co 
porate  plunge  any  time  soo 
Powell  chum  Frederic  V.  Male 
chaiiman  of  Thayer  Capital  Pai 
ners,  says  the  general  would 
a  good  director  but  not  a  go( 
executive.  "He  has  no  busine 
experience,"  Malek  says, 
of  Powell's  friends  doubt 
would  even  accept  a  board  po; 
With  a  $6.5  million  advance  fi^o 


ly  out  by  writing_mem_oirs_   ^-^  ^^^^^  -^^  ^^^^^ 

ing,  and  speaking  fees  of  mo: 


ALEXANDER  HAIG 

►  Supreme  Allied  Commander,  Europe 

►  COO,  United  Technologies; 
director,  Allegheny  and  Leisure 


What  they  really    J^^hnology  _ 
►  Performed  we 


at  UT,  but 
quit  after  13  months  to  be- 
come Secretary  of  State; 
Allegheny  and  Leisure  filed  for 
bankruptcy  protection 


than  $50,000  a  pop,  he  doesi 
need  the  money. 

In  the  end,  Powell  might  r 
ject  any  and  all  coiporate  come 
to  pursue  charitable  activitie 
The  upshot?  Executives  cou 
as  disappointed  by  the  la 
r^l  round  of  Powellmania 
they  were  by  the  fii'st. 
By  Stan  Crock  and  Ma1 
Beth  Regan  in  Washington,  wi 
Richard  A.  Melcher  in  Chicag 
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COMMENTARY 


By  Paul  Magnusson 


A  GOOD  IDEA-BUT  HMOs  DON'T  WANT  US  TO  TRY  IT 


Jandy  Velting  wasn't  going  to  let 
some  torn  knee  ligaments  keep 
him  off  the  basketball  court.  So 
s  got  his  damaged  knee  repaired 
y  the  best  surgeon  he  could  find, 
nly  trouble  was,  Velting,  44, 
ound  up  paying  more  than  half  the 
1,675  bill  after  his  Blue  Cross/Blue 
hield  insurance  plan  decided  the 
mount  wasn't  "reasonable  and  cus- 
)mary."  But  Velting,  a  partner  at 
oncord  Management,  got  his  re- 
enge.  He  helped  persuade  fellow 
artners  at  his  Michigan  property- 
lanagement  company  to  adopt  a 
[edical  Savings  Account. 
With  MSAs,  a  company  estabhshes 
pool  of  cash  to  cover  routine 
ealth  costs.  A  high-deductible  in- 
irance  plan  kicks  in  on  major 
jcpenses.  At  Concord,  for  in- 
;ance,  all  employees  get 
2,000  deposited  yearly 
ito  an  account  to  be  used 
)r  medical  bills.  Most  ex- 
enses  over  that  are  cov- 
red  by  an  insurance  plan 
Iso  paid  for  by  Concord.  "It 
3sts  the  company  no  more 
lan  before,  but  now  we 
an  shop  around,  choose  our 
wn  doctors,  and  get  it  paid  for," 
'elting  says. 

His  experience  shows  why  Repub- 
cans  are  right  to  be  pushing  two 
revisions  to  encourage  Medical  Sav- 
igs  Accounts.  One  would  make  msas 
ligible  for  the  same  tax  exemptions 
iven  traditional  forms  of  medical  in- 
urance.  The  second  would  allow  eld- 
rly  Medicare  recipients  to  choose  an 
ISA  for  themselves  as  one  of  several 
ptions. 

QUAL  FOOTING.  Unfortunately,  pow- 
rful  forces  are  arrayed  against  the 
ffort.  Foremost  are  lobbyists  for 
lanaged-care  health  plans.  "Man- 
ged-care  companies  aren't  happy 
nth  the  idea  that  someone  is  going 
0  take  away  some  of  their  business 
fter  they  just  spent  the  last  two 
ears  convincing  employers  that 
lanaged  care  is  the  only  way  to  go," 
xplains  Arthur  J.  Drechsler,  senior 
ice-president  at  benefits  consultant 
legel  Co. 

Moreover,  managed-care  compa- 
res are  backed  by  Democrats,  such 
s  Senator  Edward  M.  Kennedy  (D- 
lass.)  and  Representative  Pete 
itark  (D-Calif.),  who  prefer  a  gov- 


ernment takeover  of  all  health-care 
spending.  Stark  warns  darkly  that 
MSAS  could  "threaten  the  health-insu- 
rance system  across  America."  The 
pair  hope  to  use  a  last-minute  parlia- 
mentary ploy  to  delete  the  provisions 
ft-om  the  GOP  budget  plan. 

Opponents  of  the  accounts  ought 
to  back  off.  MSAS  need  to  be  given  a 
test  run  on  an  equal  footing  with 
tax-advantaged  managed  care.  After 
all,  workers  like  the  accounts  be- 
cause they  are  portable  and  offer  the 


widest  possible  choice  of  doctors. 
Doctors  Hke  them  because  it  elimi- 
nates a  layer  of  bureaucracy  between 
them  and  the  patient.  Economists 
like  them  because  they  encourage 
patients  to  seek  low-cost  care. 

So  what's  the  downside?  Some 
consumer  gi'oups  warn  that  workers 
will  squander  their  medical  accounts 
on  other  expenses — such  as  vaca- 
tions. But  employers  who  have  tried 
MSAS  report  that  workers  aren't  so 
stupid.  After  Dominion  Resources 


Medical  Savings 
Accounts  provide  a 
choice  of  doctors,  cut 
a  layer  of  bureaucracy, 
and  encourage  savings 


Inc.,  a  Richmond  (Va.)  utility  holding 
company,  offered  a  medical-account 
option  four  years  ago,  87%  of  its  245 
workers  made  the  switch  from  man- 
aged care.  "Anytime  people  are 
spending  their  own  money,  they  are 
just  going  to  be  more  prudent,"  says 
Anne  Grier,  the  company's  human-re- 
sources manager.  Besides,  under  the 
proposed  law,  private  msas  would  be 
treated  much  like  retirement  ac- 
counts— spend  the  tax-free  benefit  on 
health  care  or  roll  it  over  tax-ft'ee 
into  next  year's  account.  Spend  it  on 
a  Caribbean  cmise  and  you  would 
wind  up  facing  income  taxes  and 
a  10%  penalty. 
"SMART  CARDS."  Another  argument 
against  the  plans  is  that  msas 
may  wind  up  costing  the 
government  more  money 
and  raise  overall  private 
spending  on  health  care. 
The  Congi'essional  Budget 
Office  figui'es  Medicare  costs 
could  rise  by  $3.5  bilhon  over 
seven  years  with  msas. 
Others  insist  they  will  lead  to 
savings.  In  addition  to  giving  con- 
sumers incentive  to  shop  more  care- 
fully, one  Indianapohs  company. 
Eclipse  Consulting  Group,  is  betting 
the  accounts  can  help  save  billions  in 
administrative  costs.  Beneficiaries 
would  caiTy  Eclipse's  "smart  card" 
with  a  computer  chip  containing 
medical  records  and  account  informa- 
tion and  linking  the  employer, 
insurance  company,  and  provider.  A 
patient  vrith  Eclipse's  card  could  sim- 
ply debit  his  msa  account  at  the  doc- 
tor's office  or  pharmacy. 

In  fact,  while  bureaucracy-loving 
Washington  dithers,  the  states  al- 
ready have  caught  on.  Fifteen  have 
passed  laws  encouraging  employers 
to  provide  msas.  Whether  the  new 
accounts  will  save  money  can't  pos- 
sibly be  known  until  the  legislation  is 
passed  and  consumers  have  a  chance 
to  use  them.  Besides,  beyond  cost, 
Congress  has  vowed  to  provide 
Americans  with  a  choice  in  who  pro- 
vides and  administers  their  health 
care.  Providing  competition  to  the 
growing  managed-care  monopoly 
would  do  much  to  help  legislators 
keep  that  promise. 

Paul  Magnusson  covers  economic 
and  social  policy  from  Washington. 
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News:  Analysis  &  Commentary 


TELEVISION 


A  REALLY  BAD  DAY 
AT  BLACK  ROCK 

CBS's  woes  are  enough  to  make  a  Westinghouse  CEO  weep 


You're  Westing- 
house  Chairman 
Michael  Jordan. 
You're  on  the  verge 
of  closing  a  deal  for 
CBS  for  $5.4  billion. 
How  do  you  unwind"? 

Pardon  the  59- 
year-old  executive  if 
his  first  choice  isn't 
tuning  in  to  a  CBS 
show.  The  crew  at  60 
Minutes  is  still  fum- 
ing over  a  network 
decision  to  yank  a 
segment  critical  of 
the  tobacco  industry 
for  fear  of  litigation. 
Most  of  the  net- 
work's fall  lineup  has 
been  panned  by  the 
Clitics.  And  late-night 
host  David  Letter- 
man  has  taken  to 
trashing  his  ces  Inc. 
bosses  almost  every 
night.  What's  a  good  reason,  LetteiTnan 
asked  on  a  recent  program,  to  shut 
down  the  government?  "With  a  million 
government  workers  at  home,  maybe 
one  or  two  will  watch  ces." 

Not  many  other  people  are  tuning 
in.  Two  months  into  the  current  sea- 
son, CBS's  prime-time  lineup  is  drawing 
20%  fewer  viewei-s  than  in  1994.  Operat- 
ing earnings  through  the  first  three 
quarters  are  down  98%,  even  though 
ads  are  at  a  cyclical  peak.  And  an  effort 
to  lure  young  viewers  flopped  so  badly 
that  CBS  executives  have  scrapped  virtu- 
ally the  entire  Friday  night  schedule. 
SICK  NET.  Can  Westinghouse  Electric 
Coi-j).,  whose  power-generation  business 
is  so  sick  that  it  helped  saddle  the  com- 
pany with  a  $52  million  third-quarter 
loss,  revive  the  onetime  Tiffany  Net- 
work? Westinghouse  executives,  awaiting 
final  regulatoiy  approval  by  the  Federal 
Communications  Coinmission,  aren't  talk- 
ing. Still,  burdened  with  $8  billion  in 
debt  after  the  cbs  purchase,  Westing- 
house has  to  move  quickly  to  show  some 
results  from  its  pricey  acquisition. 

That  will  mean  slimming  down.  The 
company  plans  to  sell  divisions,  possibly 
its  Power  Generation  and  Energy  Sys- 


WHY  ARE  THESE  MEN  SMILING?  Lettennan 
cnid  Tiscli  at  the  home  office  i)i  New  York 


►  PERCENT 


tems  units,  to  help  pay 
down  debt.  And  soiu'ces 
close  to  Westinghouse 
say  it  aims  to  improve 
its  station  groups,  which 
provide  some  80%  of 
CBS's  cash  flow.  Seagi'am 
Co.,  whose  Universal 
Pictiu-es  unit  needs  an 
outlet  for  production,  is 
rumored  to  be  talking 
to  Westinghouse  about 
investing  in  cbs.  Man- 
agement is  also  count- 
ing on  higher  ratings  to 
boost  CBS's  cash  flow  by  .$200  million  to 
.$300  million.  But  experts  are,  at  best, 
skeptical.  "None  of  that  will  happen 
soon,"  says  Smith  Barney  Inc.  media 
analyst  John  Reidy.  "This  is  a  problem 
that  will  take  a  long  time  to  fix." 

That's  for  sure.  The  CBS  station  line- 
up, its  link  to  the  outside  world,  is  the 
sickest  among  the  Big  Four.  The  defec- 
tion of  eight  stations  to  Fox  Broadcast- 
ing Co.  in  1994  left  cbs  with  lower-pow- 
ered UHF  stations  in  key  markets  such 
as  Atlanta  and  Detroit,  so  cbs  now 
reaches  an  estimated  1  milhon  fewer 
homes.  And  unlike  the  other  three  net- 


THE  CBS  SLIDE 

SHARE  OF  TV  VIEWING  AUDIENCE 
19  8  5 


19  9  0 


works,  CBS  has  virtually  no  channe  | 
feed  the  fast-gi'owing  cable-TV  ma:i 
With  football  lost  to  Fox,  ratings  n 
eroded  for  the  Simday  night  cbs  stanj 
60  Minutes.  The  loss  of  promotionaaj 
portunities  on  Sunday  afternoons  h 
other  shows  as  well.  The  ratings 
has  angered  Letterman,  who  rec€ 
hinted  he  wouldn't  mind  leaving  the 
work  that  pays  him  $14  million  anni 
"My  next  trip — ABC,"  he  joked  afte: 
tiUTiing  fi-om  a  week  of  broadcasts  : 
Los  Angeles  designed  to  boost  his 
ings.  To  block  such  a  move,  cbs  maj 
ercise  an  option  this  summer  in  Le 
man's  contract  to  keep  him  untO  20( 
"DO  IT  FAST."  By  then,  CBS  couk 
the  industry's  fourth-rated  networl 
its  10  new  shows  this  season,  only 
Monday  night  comedy  You  Can't  H'. 
Love  is  a  hit.  Despite  hefty  promc 
such  new  shows  as  Central  Park 
and  Courthouse  flopped  miserably, 
occasionally  trails  Fox  in  total  vie 
ship  and  decisively  trails  the  ups 
network  among  the  younger  viev 
advertisers  want.  "The  loss  of  youi 
viewers  will  kill  CBS's  comeback,"  1 
media  buyer  Paul  M.  Schulman.  "W 
NBC  came  back  in  the  '80s  and  ab 
the  '70s,  they  had  a  core  of  youi 
[demographics]  to  give  them  a  boo: 
For  now,  that  leaves  it  up  to  hii 
respected  LesHe  M 
ves,  who  joined  cbs 
spring  from  Wai 
Bros,  as  head  of  the 
tertainment  unit,  to 
youth-oriented  sh 
that  will  stand  uj 
Fox  and  abc.  Sou: 
say  he  is  talking  to 
folks  at  DreamWc 
SKG  about  creating 
progi'amming. 

Until  then,  thoi 
Jordan  and  company 
have  to  patch  up 
remains  of  cbs's  bru 
eye.  Westinghouse 
negotiating  to  re 
broadcast  gi'oup  head  Peter  A.  Li 
whose  contract  allows  him  to  leav 
Hsch  sells  the  network.  And  the  affili 
are  pressing  Jordan  to  pom-  more  mc 
into  promoting  theii-  progi-ams.  "Wha 
er  they  do,  they  had  better  do  it  fj 
says  Ralph  Gabbai'd,  president  and  | 
eral  manager  of  cbs  affiliate  wt^yt-t 
Lexington,  Ky.,  and  head  of  the 
work's  affiliate  gi'oup.  "Right  now,  the 
killing  us."  Maybe  Michael  Jordan  shi 
keep  his  remote  handy. 

By  Ronald  Grover  i)i  Los  Angt 
with  Stephen  Baker  in  Pittsburgh 
Mark  Lewijn  in  Washington 


10  20  30 

DATA:  NIELSEN  MEDIA  RESEARCH 
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"Surprise  me.  Give  me  more  power 
than  I  thought  I  could  get  for  my  money. " 


IBM  Solution  #  111163-J 


you're  looking  for  a  lot  of  per- 
)rmance  for  not  a  lot  of  money, 
onsider  thie  new  IBM  PC  300 
umped  up  with  a  75  or  90MHz 
entium  '  chip  and  64-bit  graphics, 

delivers  all  the  speed  and  func- 
onality  you  need  for  off-the-shelf 


'  75/90MHI  Pentium 
processors 

>  SelecleSystem  " 
DOS/Windows'" 
snd  OS/2' Warp  , 

'  64-fi//  graphics  ^■ 


i.k.a.  "Affordable  Pentium  Technology' 


3-yesr  warranly  ■ 
•  IBMHelpWare 
540/850M8  HDD 
•  PCI/ISA  bus 
archilecture 
•  Fax  ID/  60088 


For  info,  orders  or  a  dealer  near  you,  call  1  800  426-7161." 
Or  visit  our  web  site:  www.pc.ibm.com/desktop/ 


or  customized  applications.  And 
it  starts  at  just  $1825'  (monitor  not 
included).  Which  means  you  can 
take  on  the  heavy  stuff  without' 
getting  in  over  your  head.  The  IBM  - 
PC  300.  One  more  reason  there 
is  a  difference!"   zz:  —  s= 


ilry-levBl  PC  Diiecl  price  loi  ZSMHzftWMB  HDD  Dealer  pnr^esanrj  produci  jvarlabrlily  may  ray  'IBMs  Slalemenl  or  LimiledWarrarily  isavailarile  upon  request  Py  calling  1  800  77/-/227  '^<-^,  8am-apni  ESI  In  Canada,  call  IBM's  HtlpFai  al 
100  465-3299  (ask  lor  documeni  (45215)  IBM.  OS/2  and  HelpWaie  aie  cegisleied  Irademaiks  and  SeleclaSystem  and  "There  is  a  drilerence'  are  Irademarks  ol  Inlernalional  Busrness  Machrnes  Goipocalron  Penlrum  rs  a  regrslered  Irademark  ol  Inlel 
(p  Windows  IS  a  trademark  ol  Micrraolt  Corp  iS1995  IBM  Coipoiatron 


News:  Analysis  &  Commentary 


BANKING 


I'LL  SEE  YOU 

AND  RAISE  YOU  $100  MILLION' 

Why  Wells  Fargo  could  win  the  poker  game  for  First  Interstate 

During  their  annual  retreats  in 
the  bucolic  Napa  Valley,  Wells 
Fargo  &  Co.  executives  regu- 
larly stayed  up  until  the  wee 
hours  playing  a  riverboat  card 
game  called  bonne.  Colleagues  re- 
member Paul  Hazen,  now  chief 
executive  of  the  $50  billion-in-as- 
sets  bank,  as  a  fierce  player  who 
did  not  shy  away  from  the  big  Q^MBLIN'  MAN 

bet.  "He  had  a  distinctive  way  of  ^rr^  u         •  u        ^  t-u  *■    a    i  -n 

playing"  recalls  former  Wells  Vice-  Wells  CEO  Hazen  IS  betting  that  a  deal  Will 
Chaii-man  David  Petrone.  "He  was  investors  continued  high  retums 
a  little  more  of  a  gambler  than 


bring 


the  rest  of  us."  John  F.  Gnmdhofer,  a 
senior  Wells  executive  and  another  ag- 
gressive player  who  left  in  1990  to  be- 
come CEO  of  Minneaix)lis'  First  Bank  Sys- 
tem Inc.,  was  often  an  opponent. 

These  days,  those  two  executives  are 
sitting  across  a  table  with  much  higher 
stakes,  and  competing  just  as  fiercely. 
Battling  for  control  of  Los  Angeles-based 
First  Interstate  Bancorp,  Hazen  made 
a  thii-d  hostile  offer  on  Nov.  13  at  $137.50 
per  shai'e,  or  $10.4  billion,  topping  Gnind- 
hofer's  friendly  $10.3  billion,  $135.85  per- 
shai'e  deal  amiounced  Nov.  6,  and  Wells's 
original  Oct.  18  hostile  bid  of  $128.90  per 
share.  Hazen  also  laid  the  legal  gi'ound- 
work  for  a  proxy  fight. 

Little  known  outside  of  Wells  when 
he  took  over  the  ceo  slot  a  year  ago, 
Hazen,  53,  had  to  up  the  ante  to  contin- 
ue the  high  returns  investors  expect 
from  Wells.  He  needs  the  massive  cost 
.-aviiiys  and  asset  gi'owth  the  deal  would 


provide.  "This  is  the  best  opportunity 
for  Wells  to  gi'ow  longer  teiTn,"  says  Do- 
naldson, Lufkin  &  Jem-ette  Inc.  analyst 
Thomas  K.  Brown.  "If  they  lose,  the  best 
acquisition  would  be  gone." 
LOFTY  RETURN.  A  Wells-Fii'st  Interstate 
combination  would  be  the  largest  bank 
deal  in  U.S.  history.  And  for  Hazen, 
Wells  watchers  say,  the  struggle  over 
First  Interstate  has  become  a  personal- 
ly defining  moment.  Most  of  his  career 
has  been  spent  playing  second  fiddle  to 
the  renowned  Carl  E.  Reichardt,  the 
swaggemg  Texan  who  tmned  San  Fi"an- 
cisco-based  Wells  into  one  of  the  nation's 
toughest  and  most  successful  banks. 

"I  believe  firmly  we  are  going  to  suc- 
ceed at  Fi,"  says  Hazen.  "The  longest  it 
may  be  is  a  four-  to  six-month  time 
ii'ame."  Wells  is  promising  $800  million  in 
cost  savings,  $300  million  over  First 
Bank's  offer,  thanks  in  lai'ge  pait  to  over- 
lap in  the  banks'  franchises.  Wells  likely 


will  eliminate  2,000  more  jobs  than  Fi:fc 
Bank,  cut  more  occupancy  costs,  a| 
streamline  the  retail  businesses.  Sois 
300  California  branches  could  be  clos<ii 
Wells  estimates  that  acquiring  Fiit 
Interstate  will  add  only  $1.2  billion  jil 
costs,  $500  million  less  than  First  Bat 
projects.  And  it  is  promising  .shai'eholdti 
a  lofty  26%  increase  in  return  on  their  \ 
vestments  in  1997  (table).  ^ 
Wliether  Hazen's  gambit  sit 
ceeds  depends  in  part  on  invtjt 
tors.  So  far,  many,  including  arlji 
trageurs  who  now  hold  15%  | 
the  stock,  back  the  hostile  bij 
"I'd  vote  foi-  Wells  in  a  minutd! 
says  William  C.  Field  of  Bostc 
based  Pioneering  Manageme 
Corp.,   whose   company  ow 
around  1.6  million  shares  of  Fir 
Interstate.  Warren  E.  Buffe 
who  holds  stakes  in  Wells  ai 
First  Bank  System,  also  stan 
behind  the  Wells  bid. 
First  Bank  Chief  Financial  Offic 
Richard  A.  Zona  is  trying  to  chanj 
such  voters'  minds,  arguing  that  Welli 
projections  are  overly  optimistic  and  I 
bank's  deal  is  better  He  says  Fir 
Bank  can  quickly  generate  $500  milli( 
in  savings,  chiefly  by  combining  bac 
office  operations,  and  Wells  would  ha' 
to  cut  93%  of  First  Interstate's  staff 
save  what  it  is  promising.  He  says  Fir 
Bank  won't  be  upping  its  bid.  "Wl 
should  we  when  we  have  the  best  off 
on  the  table?"  he  asks. 

Critics  say  Hazen  should  have  b 
higher  the  second  time  around,  takii 
the  chance  to  throw  a  knockout  puni 
that  First  Bank  could  never  rival.  B 
supporters  applaud  him  for  not  overbi 
ding.  Many  believe  he  has  left  hims( 
room  to  up  the  offer  if  he  chooses.  Thai 
a  position  any  gambler  would  envy. 

By  Nanette  Byrnes  in  Los  Angel 
until  Sam  Zuckemmn  in  San  Francist 


ON  PAPER,  NO  CONTEST 

Current  offers  for  First  Interstate  Bank, 
and  estimated  1997  retums  to  shareholders 


WELLS  FARGO 


FIRST  BANK 
SYSTEM 


PER-SHARE  VALUE' 
TOTAL  VALUE* 


$137.50  $135.85 


$10.4 
billion 


$10.3 
billion 


COST 
SAVINGS 


$800 
million 


$500 
million 


SHAREHOLDER 
RETURN 


26% 


18% 


*Based  on  acquirers'  stock  prices  Nov.  14 

DATA:  COMPANY  REPORTS 
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"Say  over  the  next  few  years  my  business  doubles. 
What  I  need  is  a  server  that  can  easily  grow  right  along  with  me. 


IBM  Solution  #28176-T 


a.k.a.  " Dual-Processinj 


)w  you  don't  have  to  go  on  an 
iuipment  shopping  spree  the  minute 
ur  business  starts  to  grow.  Not  if  you 
cve  the  affordable  IBM  PC  Server  320, 
at  is.  Its  dual-processing  capability 
ureases  your  performance  by  simply 
Iding  a  second  Pentium"  chip.'  So 


'  Dual -processor  enabled 
■  NelFinily~  parlolihe 
SyslemVlew  family 
'  6  PCI/EISA  slots 
'  27GB  storage 
'  90MHz  Pentium  processor 


•  Up  lo  256MB  memory 

•  Buitt-in  CD-ROM  drive 

•  49%  linancing 
now  available ' 

•  Fax  ID  if  60085 


For  info,  orders  or  a  dealer  near  you,  call  1  800  426-7161." 
Or  visit  our  web  site:  www.pc.ibm.com/server/ 


productivity  goes  up,  but  costs  stay 
relatively  the  same.  What's  more, 
upgrading  goes  something  like  this: 
open,  click,  snap.'  If  only  the  rest  of  your 
business  ran  as  smoothly  The  IBM  PC 
Server  320.  Another  reason  why  there 
is  a  difference "'  —  — 


onij  Pentium  chip  sold  sepaialely  -Some  haiOware/sollware  corliguialions  may  be  necessary  'ICC  linancing  available  lo  (jualilied  commeicial  customers  only  'M-F,  8am-8pm  EST  In  Canada,  call  IBM's  HelpFai  at 
0  465-3299  (asl(  lot  document  #45200)  IBM  and  SyslemView  ate  registeted  Irademailis  and  NelFinily  and  'Ttiete  is  a  dillecence'  aie  trademarks  ot  Inlernatronal  Business  Machines  Corporation  Pentium  is  a  registered 
smark  ol  Inlet  Corp  ©1995  IBM  Corporation 
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LABOR 


NOW  DEPARTING  FOR  CHINA: 
BOEING  JOBS 

A  union  protest  points  up  the  growing  cost  of  competing  abroad 


After  months  of  skirmishes  over 
everything  from  human  rights  to 
arms  control,  U.  S.  relations  with 
China  are  beginning  to  thaw.  If  the  In- 
ternational Association  of  Machinists 
(lAM)  has  its  way,  though,  the  wanning 
may  be  httle  more  than  a  false  spring. 

The  union,  which  began  a  strike 
against  aircraft  giant  Boeing  Co.  last 
month,  has  been  prodding  the  Clinton 
Administration  to  initiate  a  harsh  trade 
action  against  China.  The  charge:  that 
the  Chinese  government  demands  tech- 
nology and  production  transfers  from 
Boeing  and  other  companies  as  the  price 
of  mai'ket  entry. 

THREATS.  An  interagency  task  force  in 
Washington  has  been  examining  the  is- 
sue since  October.  If  the  Administra- 
tion decides  not  to  pursue  the  idea,  the 
union  is  tlu'eatening  to  file  its  own  trade 
case  with  the  U.  S.  Trade  Representa- 
tive under  Section  801  of  U.  S.  trade 
law.  If  it  does  so,  the  White  House 
could  wind  up  in  the  diplomatic  hot  seat 
anyway.  "These  filings  can  never  be  eas- 
ily dismissed,"  says  Joseph  A.  Massey,  a 
former  assistant  U.  S.  trade  representa- 
tive who  teaches  at  Daitmouth  College. 

The  union's  broader  agenda  is  to  call 
attention  to  the  extensive  movement 
abroad  of  U.  S.  jobs  and  technology. 


U.  S.  employers  have  been  shifting  pro- 
duction overseas  for  yeai's,  often  to  take 
advantage  of  cheap  labor  rates  for  low- 
skilled  work.  But  lately,  developing 
countries  have  demanded  the  export  of 
high-skilled  jobs  as  well. 

The  result  is  that  even  the  best 
American  jobs  may  be  in  jeopardy.  As  a 
leading  U.  S.  exporter,  Boeing  is  a  piime 
example  of  the  trend,  since  most  of  its 
32,000  \AM  members  are  skilled  work- 
ers earning  $40,000  a  year  or  more.  In 
exchange  for  access  to  the  booming  Chi- 
nese mai-ket,  the  Seattle-based  company 

TECHNOLOGY  FOR  SALE 

U.S.  sales  and  purchases  of  patents, 
licenses,  and  designs  related  to 
industrial  R&D,  in  1987  dollars 

18- 


■87  '88  '89  '90  '91  '92  '93 
▲  BILLIONS  OF  DOLLARS 

DATA:  OFFICE  OF  TECHNOLOGY  ASSESSMENT 


PRESSURE:  Sweeney  (in  hat)  with 
union  execs  and  Boeing  workers 


recently  agreed  to  build  half  of  the  fu.' 
lage  for  its  new  generation  of  737  jets  ■ 
a  militaiy  plant  in  Xian,  China.  In  tl 
process,  the  iam  says,  it  will  give  t 
Chinese  access  to  the  company's  aircr; 
design  and  shift  skilled  production  jo 
there.  "They're  squeezing  eveiy  oimce 
productivity  out  of  the  worker's  and  th 
throwing  them  on  the  street,"  charg 
Jolm  J.  Sweeney,  the  afl-cio's  new  pn 
ident,  who  on  Nov.  12  walked  the  Boei 
line  with  other  union  execs. 
"THATS  CRAZY."  Boeing  officials  say  t , 
swaps  are  necessary  to  compete  wi 
Airbus  Industiie,  the  European  aircr;  ^ 
consortium.  The  two  are  fierce  riva 
On  Nov.  14,  Boeing  beat  Airbus  a\ 
won  a  contract  to  build  77  planes 
Singapore  Airlines.  But  union  officii] 
say  Boeing's  technology  exports  on 
set  up  increased  competition  for  U. 
workers.  "Now  there  is  Boeing  in  Chi 
and  Boeing  here,"  afl-cio  Secretar 
Ti"easm"er  Richard  L.  Tiiimka  told  str 
ers  at  the  Nov.  12  rally.  "What  we  ha 
is  one  hand  of  Boeing  competing  wi 
the  other  hand,  and  that's  crazy." 

Other  companies  ah-eady  are  unhap; 
about  China's  mercantilist  tactic 
Cliryslei'  Coi-p.  recently  killed  a  plan 
make  minivans  in  Cliina  because  the  go 
eiTiment  demanded  too  much  technoloj 
And  on  Nov.  8,  the  U.  S.  Chamber 
Commerce  demanded  that  China  curt; 
its  anticompetitive  behavior  before  i 
allowed  to  join  the  World  Trade  Orgai 
zation.  StUl,  the  technology  transfers  co 
tinue.  AT&T,  for  one,  has  agr-eed  to  set  i 
a  mini-Bell  Laboratories  in  China  as  pa 
of  a  deal  to  sell  phones  there. 

In  recent  years,  the  U.  S.  has  be( 
much  more  willing  than  other  industri? 
ized  countries  to  sliift  technology  abroa 
Since  1986,  foreign  sales  of  industri 
patents,  licenses,  and  designs  have  soai'( 
from  $8  billion  to  $18  billion,  after  a 
justing  for  inflation  (chart).  U.  S.  pu 
chases  of  foreign  technology  total  only  : 
billion,  up  fi'om  $1.5  billion  in  1986.  I 
contrast,  Japan,  France,  Gennany,  ai 
Britain  all  import  as  much  technoloj 
as  they  export.  "Boeing  is  just  an  e 
treme  case  of  the  technology  transfe 
that  the  U.  S.  has  been  doing  for  a  loi 
time,"  says  Greg  Mastel,  a  trade  expe 
at  the  Economic  Strategy  Institute. 

Clinton  came  to  office  plugging  tl 
idea  of  a  high-skills,  globally  competiti^ 
economy.  Now  he  may  have  to  deci( 
how  much  of  a  diplomatic  flap  his  car 
paign  promises  are  worth. 

By  Aaron  Bernstein  in  New  Yor 
with  bureau  repoHs 
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ADMIT  IT,  YOU  HAVE  TO  BE  PRETTY  WELL 
BUILT  TO  CARRY  2  MILLION  PEOPLE. 


With  over  two  million  on  the  road,  the  Camry  is  probably  as  close  as  anyone  has  ever  come  to 
building  a  perpetual  motion  machine* 

In  fact,  Automobile  Magazine  called  Camry  "The  Best  Car  Built  in  America."**  You'll  no  doubt 
agree  the  very  moment  you  have  a  seat  in  its  ergonomic  interior.  In  addition  to  its  solid, 
elegant  feel,  the  Camry  is  confidently  quiet.  This  effect,  achieved  through  advanced  engineer- 
ing, is  just  one  reason  that  Camry  has  become  the  industry  benchmark,  the  Gold  Standard  by 
which  all  midsize  sedans  are  judged. 

And  yet,  while  it  runs  like  a  clock,  Camry's  styling  is  virtually  timeless.  A  styling  so  classic, 

in  fact,  over  two  million  people  have  been  moved  by  it.  TOYOTA  CAMRY 

I  love  what  you  do  for  me 


Call  1-800-GO-TOYOTA  or  visit  our  Web  Site  at:  http://www.toyota.com  for  a  brochure  and  location  of  your  nearest  dealer. 
©1995  Toyota  Motor  Sales,  U  S  A  ,  Inc  Buckle  Up'  Do  it  for  those  who  love  you,  'There  are  over  2  millron  Camrys  currently  rn  operatron  R  L  Polk,  1994.  ■  ■Camry  XLE  ve/Best  car  burit 

rn  Arrerica  Automobile  Magazine.  March  1993,  Most  Camrys  are  built  in  America 
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STRATEGIES 

FOR  A  PINK  SLIP. 
PRESS  2 

AT&T  asks  77,800  workers  to 
take  a  buyout  or  risk  the  ax 


T 

■  c 


Ihousands  of  at&t  man- 
agers have  a  tough  de- 
cision to  make  this  holi- 
day season.  Should  they 
take  a  buyout  the  company 
offered  on  Nov.  15  to  77,800 
of  them,  which  expires  Dec. 
29?  Or  should  they  wait  and 
hope  they'll  survive  layoffs  that 
the  company  is  expected  to  announce 
by  mid-January? 

AT&T's  302,000  employees  have  all 
known  that  their  jobs  might  be  on 
the  Line  since  ChauTnan  Robert  E. 
Allen  announced  on  Sept.  20  that 
by  1997  the  company  wiW  split 
into  three  parts — telecommunica- 
tions equipment,  communications 
services,  and  computers.  And  it's  1 
not  as  though  employees  haven't 

CRISIS  MANAGEMENT 


THE  LATEST 
SHELL  SHOCK 

Its  behavior  in  Nigeria  has  it 
scrambling  to  avoid  a  boycott 

This  is  one  year  executives  at  Royal 
Dutch/Shell  Group  would  like  to  for- 
get. In  April,  the  $140  bilHon  oil  gi- 
ant announced  a  major  management 
shakeup  after  earnings  from  its  two 
largest  divisions  slipped  badly.  In  June, 
activists  forced  Shell  to  back  down  on 
plans  to  dump  its  defunct  Brent  Spar 
drilling  rig  at  sea.  Now,  the  company  is 
in  the  line  of  lire  again,  this  time  from 
activists  who  want  Shell  to  get  out  of 
Nigeria  following  the  Nov.  10  execution 
of  nine  dissidents  after  what  neutral 
observers  called  a  sham  trial. 

At  Shell's  London  headquarters,  un- 
nerved officials  are  working  furiously 
to  keep  the  latest  crisis  from  spinning 
out  of  control.  Nigeria  accounts  for  14% 
of  Shell's  ciude-oil  production  and  some 
$130  million  in  operating  earnings.  In 
major  capitals  around  the  world.  Shell 
officials  are  using  all  of  their  back-chan- 
nel contacts  to  dissuade  ministers  from 


gone  through  this  before.  In  the  past  11 
years,  at&t  has  shed  125,800  workers. 

This  time,  though,  at&t  needs  to 
move  quickly.  If  Congi-ess  sticks  to  its 
timetable  and  passes  a  bill  deregulat- 
ing the  phone  industiy  by  Chiist- 
-   mas,  AT&T's  $49  billion  commu- 
nications-services business 
vAW  find  itself  in  a  far  more 
competitive    industry  very 
quickly.  The  seven  Baby 
Bells  are  all  gearing  up  to 
offer  long-distance  service 
as  soon  as  they  are  allowed 
to,  while  AT&T  wants  to  duke 
it  out  in  local  calling,  at&t's 
$20  billion  equipment  business 
has  already  lost  key  contracts 
this  year  and  is  well  behind  its 
competitors  in  the  internation- 
al market. 
Employees  might  find  some 
solace  in  the  knowledge  that 

DISCONNECT 

As  it  enters  new  businesses, 
AT&T  coukl  end  up  adding 
as  manyjobs  as  it  drops.  But 
layoffs  are  virtually  certain 


AT&T  could  end  up  adchng  as  many  job 
as  it  drops  as  it  enters  new  businesses 
New  markets  have  kept  the  communi 
cations-services  business  from  comini 
anywhere  near  its  February,  1994 
pledge  to  cut  its  staff  by  15,000  ove 
two  years.  According  to  Harold  V\ 
Burlingame,  at&t's  senior  vice-presi 
dent  for  human  resources,  at&t  ma;' 
hire  as  many  as  20,000  people  thi: 
year:  "We  will  downsize  and  grow  a 
the  same  time,  as  we  address  new  mar 
kets  and  new  opportunities." 
BAH,  HUMBUG.  Still,  layoffs  are  a  viitua 
certainty.  The  current  buyout  offer  ii 
less  generous  than  one  at&t  made  ii 
1989,  and  only  10%  of  the  120,000  eli 
gible  managers  took  that  one.  "I  thinl 
the  company  is  telling  the  truth  whei 
they  say  they  have  no  clue  as  to  wha 
the  take  rate  will  be,"  says  analys 
Richard  C.  Toole  of  Merrill  Lynch  & 
Co.  That  will  change  soon.  BurlinganK 
says  AT&T  expects  to  know  by  late  De 
cember  how  many  layoffs  will  be  neces 
sary.  Some  managers  will  get  post 
breakup  assignments  by  mid-Januarv 
and  "unassigned  managers  will  be  askec 
to  leave  involuntarily."  That's  a  cheen 
hohday  message. 

By  Catherine  Arnst  in  New  Yoii 


organizing  a  trade  embargo  or  oil  boy- 
cott. So  far,  most  countries  appear  to  be 
taking  less  punitive  measures,  such  as 
recalling  ambassadors  or  canceling 
weapons  sales  or  aid.  Shell  also  has  met 
with  stock  analysts,  assuring  them  that 
the  Nigerian  operation's  future  is  se- 
cure. So  far,  so  good:  Shell  Ti-ansport 
&  Trading  PLC  shares  closed  3%  higher, 
at  $12,  on  Nov.  15  in  London. 

But  legions  of  human-rights  activists, 
envii'onmentalists,  and  consumer  gToups 
are  meeting  in  Eu- 
rope and  the  U.S.  to 
discuss  what  actions 
they  can  take  to 
press  Shell  to  exit  Ni- 
geria. "There  is  a  big- 
ger coahtion  forming 
around  boycotting 
Shell  than  I  have 
ever  seen  around  any 
other  issue,"  says 
Greenpeace  Interna- 
tional spokesman  Ste- 
phen M.  Ki'etzmann. 

The  Brent  Spar 
case  showed  that 
Shell  has  an  Achilles' 
heel:  If  consumer 
boycotts  of  retail  out- 
lets spread,  profits 
ai'e  hiul  and  the  com- 
pany finds  it  hard  to 


HAMBURG  PROTEST: 

Shell  said  too  little. 


resist  pressure.  Moreover,  Shell  is  find 
ing  it  difficult  to  claim  the  moral  higl 
ground  in  Nigeria.  The  company  admith 
to  causing  some  environmental  damage 
and  it  concedes  that  oil  money  rarei\ 
makes  it  back  to  needy  communities. 
WEAK  VOICE.  In  the  cuiTent  crisis,  whilt 
Shell  sought  clemency  for  the  now-exe 
cuted  dissidents,  it  did  so  at  the  lasi 
minute  and  only  by  sending  one  lettei 
from  Chairman  Cornehus  A.J.  Herk 
stroter  Says  a  spokesman:  "Shell  is  ; 

private  company,  ll 
hasn't  been  elected  b\ 
anyone.  By  what  au- 
thority would  w( 
interfere  in  the  gov 
ernment  of  Nigeria?' 

For  now,  Shell  ar 
gues  that  its  depar- 
ture would  harm  the 
4,800  Nigerians  it  em- 
ploys and  weaken  ar 
already  depressec 
economy.  But  it  re- 
mains to  be  seen  il 
millions  of  customers 
will  let  Shell  turr 
away  from  Nigeria's 
political  and  economic 
problems. 

By  Heidi  Dawleii 
Critics  say  and  Paula  Dwyer  ui 
too  late  London 
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It's  your  job  to  make  good  business 
decisions.  But  getting  your  hands  on 
the  information  you  need  to  make 
them  can  be  a  job  in  itself. 

SAS  histitute  can  help. 

How?Tlirough  a  suite  of  modular, 
integrated  software  tools  designed  to 
turn  corporate  data  assets  into  useful 
business  information. 

The  SAS "  System  provides  hterally 
himdreds  of  ways  to  meet  your  strategic 
decision  support  needs... from  the 
Executive  suite  to  the  warehouse 
floor.  Tools  for  forecasting,  fmancial 


analysis,  quality  improvement,  report 
writing,  market  research,  presentation 
graphics,  project  management. ..just  to 
name  a  few. 

And  SAS  Institute's  commitment  to 
training,  consulting,  and  technical 
assistance  assures  that  you'll  never 
get  lost  along  the  way 

See  for  yourself  why  more  than  tliree 
million  decision  makers  now  rely  on 
software  from  SAS  Institute. We've  pre- 
pared an  idea-filled  Executive  Summary 
that's  yours  free  for  the  asking. 

SEE  OTHER  SIDE  FOR  DETAILS. 


SAS  Institute  Inc. 


VES. 


Name. 


I'd  like  to  learn  more  about  the  SAS  System's  plan  for  helping  us  make 
better  business  decisions.  Send  me  a  free  copy  of  the  Executive  Summary 


Tide 


Company 
Address  _ 


City, 
State 


ZIP 


Phone  (_ 


Fax  (. 


SmiElIHE! 

Give  SAS  Institute  a  call  at  919-677-8200,  fax  this  card  to  919-677-4444,  or 
e-mail:  bw@sas.sas.com 


Here's  o  Previem 


SflS  InsriruFe's 
Free  Executive 
Summorii 


How  to  Gel  Your  Hands  on 
Business  Data  When  You 
Need  It... 

Get  your  hands  on  corporate  data  quickly  and  easily., 
even  if  you  know  nothing  about  how  databases  work. 


BUSINESS  REPLY  MAIL 

FIRST-CLASS  MAIL     PERMIT  N0.64   GARY,  NC 


How  to  Turn  Raw  Data  Into  Real 
Business  Information... 

Imagine  forecasts  based  on  truly  up-to-the-minute  infor- 
mation. Or  dynamic  reports  and  graphs  that  tap  the  pulse 
of  the  organization, 

Imagine  virtually  any  kind  of  analysis  of  your  business 
information — anytime  you  need. 

Now,  imagine  all  of  this  together,  in  a  single  solution... 
and  readily  available  to  others  needing  to  share  business 
information. 

How  to  Reap  Real  Rewards  from 
Your  Existing  Resources... 

More  than  28,000  organizations — including  97% 
of  Fortune's  top  100 — now  rely  on  software  from 
SAS  Institute.  Chances  are,  yours  is  already  one  of 
them.  Let  us  show  you  how  to  leverage  your  existing 
investment  to  maximum  advantage. 

Now,  Here's  How  to  Find  Out  More... 

We  invite  you  to  discover  (or  rediscover)  all  we  have  to 
offer.  Just  fill  out  the  card  on  the  other  side  and  drop  it  in 
the  mail.  We'll  rush  you  a  free  Executive  Summary,  filled 
with  ideas  for  exploiting  all  the  potential  of  your  business 
information.  You  can  also  give  us  a  call  or  visit  us  on  the 
Worldwide  Web  at  http://wwrw.sas.com 

SAS  IS  a  registered  trademark  of  SAS  Institute  Inc. 
Copyright  ©  1995  by  SAS  Institute  Inc. 
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SAS  Institute  Inc. 
Phone  919-677-8200 
Fax  919-677-4444 
Email:  bw@sas.sas.coni 


ATTN  SALES  AND  MARKETING  DEPARTMENT 
SAS  INSTITUTE  INC 
100  SAS  CAMPUS  DRIVE 
CARYNC  27513-9905 
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BANKER  IN  SEARCH 
OF  A  BANK? 


HEADLINER:  L.D.  DeSIMONE 


HIGH-TECH  TAPE  UNRAVELS  AT  3M 


3M  has  always  loved  busi- 
nesses like  making  reflec- 
tive tape  for  road  signs — 
high-margin,  with  few 
rivals  and  long  life 
cycles.  But  when 
3M  steered  its 
capital  into 
high-tech  tape, 
it  went  ft'om 
road  signs  to 
roadkill. 

On  Nov.  14,  3M 
ChaiiTnan  L.  D.  DeSi 
mone  announced  that  3M 
would  close  its  video-  and 
audiotape  units  and  spin 
off  the  remaining  imaging 
and  data-storage  units.  The 
decision  comes  after  3M 
poured  $2  billion  into  the 
businesses  fi'om  1992  to 
1994.  In  the  end,  it  found 
itself  unable  to  overcome 
the  problem  of  historically 


meager  returns.  Says  De- 
Simone:  "We  didn't  match 
the  kinds  of  results  that 
sustain  3M." 

3M  straggled  in 
magnetic  media — 
floppy  disks,  vid- 
eocassettes,  and 
audiotape — for 
years,  slugging 
it  out  with  the 
likes  of  Sony, 
TDK,  and  Eastman 
Kodak.  But  excess 
capacity  and  an  inability  to 
produce  a  distinctive  prod- 
uct left  the  company  open 
to  price  competition.  And 
last  year,  material  prices 
for  tape  skyrocketed.  With 
new  rivals  in  Korea  and 
China,  DeSimone  figured  it 
was  time  to  take  an  easier 
road. 

By  Kevin  Kelly 


OKING  UP 

APPLE  

IE  GOOD  NEWS  FOR  APPLE 

mputer.  First,  market 
tchers  ranked  Apple  as 
nation's  top  seller  of  per- 
lal  computers  in  the  third 
irter,  with  more  than  13% 
the  market.  Then,  at  the 
nt  Comdex  geekfest  in 
3  Vegas  on  Nov.  13,  the 
werpc  consortium  of  IBM, 
pie,  and  Motorola  unveiled 
icifications  for  a  new  breed 
computer  that  can  run 
,  just  one  operating  sys- 
a,  but  on  Apple  s  Mac  OS, 
I's  OS/2,  and  Microsoft's 
.  Consortium  members 
dged  to  bring  out  sys- 
ns  based  on  the  new  stan- 
•d  by  late  1996.  And  IBM 
ted  it  may  adopt  the  Mac 
irating  system  as  its  best 


CLOSING  BELL 


FERTILE  SOIL 

ant  more  green  in  your  port- 
ilio?  Try  fertilizer:  It  worked 
T  Sam  Zell,  as  evidenced  by 
1C  Global's  Nov.  13  deal  to 
jy  rival  Vigoro  Corp.  for  $1.2 
llion  in  stock.  A  decade 
io,  Zell  bankrolled  Vigoro 
ith  a  $51  million  loan,  re- 
aid  in  1991.  He  sold  part  of 
is  stake  for  $64  million  two 
iars  ago  and  stands  to 
iake  $238  million  on  his  re- 
laining  shares.  Some  ana- 
sts  think  IMC  is  overpaying, 
Lit  NatWest  Securities'  David 
elson  figures  that  as  ferti- 
?er  demand  soars,  IMC  will 
5t  a  boost  from  Vigoro. 


hope  of  combating  Mi- 
crosoft's Windows  95.  "Win- 
dows dominates  the  consum- 
er market,"  says  IBM 
PowerPC  Chief  Anthony  E. 
Santelli.  "So  why  fight  for 
Apple's  10%  of  the  pie  when 
we  can  work  together  to  go 
after  the  other  90%?" 


SPURNED  BANKAMERICA 

Chief  Financial  Officer  Lewis 
Coleman  is  probably  headed 
for  a  CEO-ship  somewhere, 
follovwng  his  resignation  from 
the  bank  on  Nov.  14.  In  Au- 
gust, BofA's  board  passed 
over  Coleman  and  tapped  Da- 
vid Coulter,  vice-chaiiTnan  for 
international  and  wholesale 
banking,  as  its  chief  execu- 
tive. He  will  take  over  on 
Jan.  1  when  Richard  Rosen- 
berg is  scheduled  to  retire. 
One  headhunter  calls  Cole- 
man "one  of  the  hottest  prop- 
erties in  financial  services" 
and  says  he  is  likely  to  end 
up  ranning  his  own  bank  be- 
fore too  long. 


UNITED  AIRLINES  CHAIRMAN 

Gerald  Greenwald  just  could 
not  bring  himself  to  pursue 
usAii".  After  six  weeks  of  ana- 
lyzing a  bid  for  his  rival  and 
of  consulting  with  United's 
unions,  he  walked  into  a  Nov. 
13  board  meeting  and  recom- 
mended against  making  an 
offer  The  board  didn't  even 
hold  a  vote.  The  sticking 
point;  Buying  financially  trou- 
bled uSAir  would  have  de- 
layed United's  return  to  an 
investment-grade  credit  rat- 
ing, which  it  lost  last  year  af- 
ter undergoing  a  $5  billion 
employee  buyout.  But  that 
doesn't  mean  United  is  fin- 
ished with  USAir  Greenwald 
still  wants  to  beef  up  ual's 
East  Coast  routes  and  may 
bid  for  part  of  usAir,  United 
sources  say. 


NO  FOOLHARDY 
CAPITALIST  

ACCORDING  TO  WIRE  SERVICE 

reports,  the  personal  financial 
disclosure  form  of  Republican 
Presidential  candidate  Steve 
Forbes,  filed  with  the  Federal 
Election  Commission  recently, 
shows  he's  a  cautious  investor. 
Among  the  Forbes  publisher's 
45  stock  holdings,  worth  less 
than  .$2  million  in  total:  Tele- 
fonos  de  Mexico,  Federal 
Home  Loan  Mortgage,  Citi- 
corp, Merck,  and  ual.  Other 
holdings  include  real  estate — 
rental  property  and  his  New 
Jersey  farm — plus  a  stake  in 
the  family  business,  valued  at 
"more  than  $1  million."  The 
rules  don't  require  him  to  be 
more  specific. 

THIS  SOFTWARE  POST 
MAY  BE  HARD-GOING 

ILENE    LANG,    52,    IS  THE 

woman  on  the  spot  at  Digital 
Equipment.  On  Nov.  13,  af- 


ter two  years  at  Lotus  De- 
velopment, the  software  in- 
dustry vet  was  named  vice- 
president  of  dec's  fiedgling 
connectivity  software  busi- 
ness— the  only  female  vice- 
president  reporting  directly 
to  Digital  CEO  Robert  Palmer 
She's  charged  with  plucking 
the  software  from  Digital's 
various  business  units  and 
trying  to  sell  the  progi'ams 
in  a  stand-alone  business— a 
tough  task,  given  dec's  en- 
trenched self-image  as  a 
hardware  company. 

ETCETERA... 

■  Monsanto  pockets  $580 
million  from  selling  a  plastics 
business  to  Germany's  Bayer. 

■  German  chemical  giant 
Hoechst  announces  huge  new 
investments  in  China. 

■  New  rides,  lower  prices, 
more  visitors:  EuroDisney 
finally  turns  a  profit. 

■  The  FDic  is  cutting  premi- 
ums to  insure  deposits,  sav- 
ing banks  $1  billion. 


WHY  UNITED 
NIXED  USAIR 
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JAPAN:  WHY  CLINTON'S 

TRADE  WARRIORS  ARE  MAKING  NICE 


Last  summer,  hard-line  U.  S.  attempts  to  pry  open  Japan's 
auto  market  nearly  catapulted  the  two  countries  into  a 
bruising  trade  war  But  when  Vice-President  Al  Gore 
begins  a  visit  to  Japan  on  Nov.  19,  he'll  be  under  strict  or- 
ders from  President  Clinton,  trapped  in  Washington  by  the 
budget  impasse,  to  make  nice.  Gore  will  touch  briefly  on 
economic  issues  by  urging  Prime  Minister  Tomiichi  Muraya- 
ma  to  follow  through  on  current  trade  pacts  from  autos  to 
glass.  Then  the  talk  will  turn  to  security.  The 
highlight:  an  informal  agreement  to  keep  at  least 
47,000  U.  S.  troops  in  Japan. 

Wait  a  minute.  This  sounds  hke  George  Bush, 
who  always  put  secmity  ahead  of  economics  in 
dealing  with  Japan.  Lured  by  the  gi'owing  power 
of  Asian  mai'kets  and  comforted  by  the  collapse  of 
the  Soviet  empire,  Clinton  had  vowed  to  shift 
the  focus  to  the  trade  chasm  dividing  the  two 
economic  powers.  But  now  he's  transfonning  him- 
self from  trade  warrior  to  cautious  diplomat. 
POLITICAL  RISKS.  Why  the  abrupt  change?  Al- 
though Clinton's  high-profile  attempts  to  open 
Japan  to  American  goods  have  played  well  with 
the  U.  S.  public  last  summer,  the  Wliite  House 
now  beheves  keeping  the  spothght  on  trade  pos- 
es downside  risks — tumioil  in  the  financial  mar- 
kets and  a  breach  in  U.  S.-Japan  relations. 

U.  S.  Ti'ade  Representative  Mickey  Kantoi-  had 
been  slammed  for  squandering  so  much  political 
capital  on  a  weak  auto  pact  last  summer,  so  the  Administration 
is  wary  about  again  i-aising  expectations.  The  White  House  wor- 
ries that  a  trade  wai-  diuing  the  19%  campaign  could  be  messy. 
And  while  Republican  hopeful  Patrick  J.  Buchanan  may  score 
poUtical  points  by  sturing  up  economic  nationalism,  the  likely 
nominee.  Senate  Majoiity  Leader  Bob  Dole  of  Kansas,  is  a 
longtime  free-trader  in  no  position  to  knock  Clinton. 

So  the  Pi'esident  has  decided  to  declare  victoiy.  Kantor  &  Co. 
point  to  an  80%  rise  in  exports  to  Japan  diuing  Clinton's  temi. 


JAPANESE  PROTEST:  A 

time  to  mend  fences 


The  White  House's  new  mantra:  Let's  make  sure  Tokyo  hoi 
the  agreements  they  have  abeady  made.  "No  one  can  say 
President  hasn't  achieved  success,"  boasts  a  top  aide. 

The  Clintonites  also  recognize  that  the  two  powers 
mutual  interests  in  presei^ving  econoinic  hannony.  'The  Presi( 
lowered  his  rhetoric  after  trade  wai'  threats  sent  the  yen  s 
ing,  imdeiTnining  Japan's  ah-eady  fi-agile  banking  system, 
suiy  officials,  feaiing  Japan  would  dump  its  huge  holding 
U.  S.  government  secmities,  have  since  worked 
Japan  to  boost  the  dollar 

The  two  countries  also  have  strong  strat( 
bonds.  Even  in  the  post-cold  war  era,  they  a^ 
that  U.  S.  troops  are  needed  in  Japan  as  a 
wark  against  North  Korea's  nuclear  buildup,  ' 
na's  growing  miUtaiy  muscle,  and  regional  thr( 
that  could  restrict  sea  lanes.  The  ties  seeme 
fray  as  the  Japanese  expressed  outrage  over 
tough  U.  S.  trade  line  and  American  spying 
their  auto  negotiators.  And  when  thi'ee  U.  S. 
vicemen  confessed  in  the  abduction  and  rape 
12-year-old  Okinawan  girl  in  September,  deep 
sentments  bubbled  to  the  surface. 

But  just  weeks  after  U.  S.  diplomats  feared 
Japanese  might  balk  at  even  the  innocuous  tr 
deal,  things  seem  to  be  back  on  track.  The  two 
peri30wers  will  set  up  a  committee  to  review 
future  of  U.  S.  mihtary  base  leases  in  Okina' 
The  U.  S.  will  support  Japan's  claim  to  a  seat 
the  LI.  N.  Seciuity  Council.  And  Clinton's  emissaries  will  pr£ 
Murayama  for  deploying  peacekeepers  around  the  world. 

Can  the  President  get  away  with  his  new  all-is-well  Jaj 
strategy?  The  trade  deficit  remains  high,  and  new  dispu 
may  erupt.  A  1991  deal  increasing  U.  S.  semiconductor  c 
sales  in  Japan  expires  in  July,  and  tempers  could  flare  o^ 
extending  it.  But  for  now,  Clinton  believes  he's  better  off  p 
claiming  he's  won  the  trade  war — and  changing  the  subje 
By  Susan  B.  Garland,  with  Brian  Bremner  in  Toh 


CAPITAL  WRAPUP 


GUESSING  GAMES  AT  THE  FED 

►  Administration  officials  say  Federal 
Reserve  Vice-Chairman  Alan  S.  Blind- 
er is  hinting  that  he  might  Hke  to  be 
reappointed  after  all  when  his  term 
expires  in  January.  Clintonites  had  as- 
sumed Blinder  would  return  to  Prince- 
ton University  if  passed  over  for  Fed 
chairman.  But  with  Alan  Greenspan  a 
favorite  for  reappointment  as  Fed 
chief,  Blinder's  associates  say  he  may 
settle  for  another  term  as  No.  2.  Al- 
though a  Democrat,  incumbent  Blinder 
would  have  less  trouble  passing 


muster  with  the  GOP  Senate  than  a 
new  Chnton  nominee.  Meanwhile,  the 
Administration  is  still  struggling  to  fill 
another  Fed  seat  vacant  since  April. 
Of  several  prominent  bankers  who 
have  been  approached,  all  are  cool  to 
the  prospect  of  divesting  their  bank 
stock  to  join  the  Fed  board. 

WAXMAN'S  REVENGE? 

►  The  retirement  of  liberal  Represen- 
tative Cardiss  Collins  (D-Ill.)  has  left 
corporate  lobbyists  grief-stricken.  Not 
that  the  ranking  Democrat  on  the 
House  Government  Reform  &  Over- 


sight Committee  is  a  friend  of  busi- 
ness. But  if  Republicans  lose  control 
of  the  House  next  year — a  prospect 
raised  by  the  Democrat's  stronger- 
than-expected  showing  in  state  races 
on  Nov.  7 — business'  worst  fears  coul 
come  true.  Its  dreaded  foe,  Represen 
tative  Henry  A.  Waxman  (D-Cahf.), 
would  chair  the  committee,  which  has 
broad  powers  to  investigate  abuses  b 
government  contractors.  "We're  all 
horrified,"  shudders  one  lobbyist,  whc 
says  it's  sure  to  spur  the  denizens  of 
Gucci  Gulch  to  pull  out  their  check- 
books anew  for  Hill  Republicans. 
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It's  the  world's  fourth  largest  nation,  but  in  many  boardrooms  across  the  US 
and  Europe  it's  still  not  being  talked  about.  With  a  population  of  nearly 
200  million,  it's  a  market  equal  in  size  to  that  of  Germany,  the  UK 
and  France  combined.  It  has  a  strong  pro-business  government  and  culture, 
with  a  fast-growing  middle  class.  The  "World  Bank  states  that  its  economy 
could  be  the  world's  6th  largest  by  the  year  2010.  If  your  business  needs 
to  learn  more  about  Indonesia,  call  1-800-646-7382  (Dept.  B21) 
for  a  free  brochure  ;Or  contact  http://www.indonesiatoday.com 


uld  stretch  from  coast  to  coast, 


[NDQNESIA 

Today's  BIG  opportunity 


THE  GULF 


A  DANGEROUS  SPARK 
IN  THE  OIL  FIELDS 

Terrorism  in  Riyadh  ratchets  up  tension  as  the  desert  sheikdoms  trim  largesse 


mi' 


w 


Just  fom-  yeai's  ago,  the  U. S.  quick- 
ly moved  to  protect  the  richest  oil 
fields  in  the  world  when  it  led  a 
39-nation  force  to  oust  Saddam 
Hussein  fi'om  Kuwait.  But  the  car  bomb 
that  struck  a  Saudi  National  Guard  in- 
stallation in  Riyadh  on  Nov.  13  suggests 
once  again  that  intemal  enemies,  not 
external  ones,  may  now  be  the  biggest 
threats  to  the  desert  sheikdoms.  Five 
Americans  and  two  othere  were  killed  in 
the  blasted  building,  where  hundreds 
of  U.  S.  defense  personnel  worked. 

While  it  is  not  yet  clear  who  was  re- 
sponsible, the  bombing  is  certain  to  con- 
tribute to  the  sense  of  unease  that  was 
already  spreading  tbrough  the  pro- West- 
ern Arab  states  of  the  Per- 
sian Gulf.  As  oil  revenues  de- 
cline, there  is  growing 
discontent  with  the  existing 
pohtical  and  economic  sys- 
tems. Experts  are  calling  it 
the  Gulf  Disease.  The  symp- 
toms vary  from  sheikdom  to 
sheikdom,  but  most  of  the 
six  members  of  the  pro- 


Western  Gulf  Cooperation  Council  (gcc) 
seem  to  have  some  of  them. 

Saudi  Arabia,  the  linchpin  of  the  re- 
gion's pax  Americana,  has  been  trou- 
bled by  antigovernment  religious  dis- 
sent. In  the  offshore  banking  center  of 
Bahrain,  which  hosts  the  U.  S.  Navy's 
gulf  fleet,  Shiite  dissidents  demanding 
jobs  and  a  greater  stake  in  the  political 
system  have  been  rioting.  In  Qatar  the 
current  ruler,  Hamad  bin  Khalifa  Al- 
Thani,  overthrew  his  father  last  June. 

The  mood  is  downbeat  even  in  Ku- 
wait. The  economy  has  failed  to  regain 
its  prewar  vibrancy,  and  many  influential 
Kuwaitis  are  womed  about  then-  emii-- 
ate's  lack  of  direction. 


PIPELINE  PINCH 


The  ruling 
families  no  longer  have  unlimited 
petrodollars  to  buy  the  loyalty 
and  silence  of  their  people 


The  roots  of  the  problem  are  the 
same  across  the  gulf.  The  era  in  which  ili 
ruling  families  could  use  seemingly  lim-  m 
itless  oil  revenues  to  buy  the  loyalty 
and  silence  of  the  population  is  coming  ac 
to  an  end.  Cash-strapped  governments 
are  cutting  back  social  sei-vices,  whilefi; 
the  stream  of  rich  contracts  that  helped 
oil  the  economy  has  dwindled  to  almostlj 
nothing.  "Our  ability  to  sustain  major  li 
projects  and  welfare  is  being  reduced," 
says  Ah  A.  Rashaid  A-Bader,  managingfiei 
director  of  the  Kuwait  Investment  Au- 
thority, which  is  in  charge  of  the  oil- 
rich  emirate's  shrunken  savings.  "We 
have  to  spend  within  our  means." 
But  this  adjustment  is  breeding  re 

sentment.  Belt-tightening  has  J 
led  to  increased  questioning 
of  the  mlers'  legitimacy  and 
their  management  of  the  na- 
tional wealth.  "When  you  are 
being  paid  lavishly,  you  don't 
look  closely  at  the  faults  of 
your  benefactor,"  says  a  Ri- 
-  yadh-based  economist.  "But 
when  you  are  struggling  to 
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VIOLENT  CYCLE? 


Riyadh's  trump  cards 
include  an  efficient 
security  service.  But 
a  rights  activist 
notes  that  once 
terrorism  starts,  "it's 
difficult  to  stop" 


FAHD  AND  THE  AFTER- 
MATH: HUNDREDS  OF 
AMERICANS  WORKED  IN 
THE  BOMBED  BUILDING— 
AND  FIVE  WERE  KILLED 


'ive  and  the  royal  family  lives  high, 

fuels  resentment." 
audi  Arabia  sits  on  top  25%  of  the 
id's  oil  reserves,  but  that  hasn't  kept 
cm  feeling  the  same  economic  pres- 
is  as  its  neighbors  (charts).  Declining 
prices  and  the  $55  billion  Riyadh 
it  to  support  Operation  Desert 
™  have  left  the  country  M^ith  a 
ving  public  debt.  A  population  explo- 

has  also  helped  sharply  erode  per 
ta  gross  domestic  product  from 
e  than  $12,000  in  1982  to  little  more 
1  $7,000  today.  Some  3  million  Sau- 
-44%  of  the  labor 
e — work  in  the 
lie  sector,  where 
ries  have  been  fi'o- 
for  almost  a 
ide.  This  year,  in 
ige  depaitui'e  from 
litional  largesse, 
g  Fahd  is  more 
1  doubling  the  fees 
'ged  residents  for 
tricity,  water,  and 
;r  services. 

TAPES.  Such  ero- 

of  the  desert  wel- 
!  state  sorely 
ins  the  paternalis- 
social  contract  between  the  ruling 
saud  clan  and  the  population.  Since 
political  activities  are  banned,  dis- 
tent in  Saudi  Arabia  is  often  ex- 
5sed  through  Islamic  channels,  as  it 
Isewhere  in  the  Mideast.  Shadowy 
ips  with  an  apparent  Islamic  agenda 
e  threatened  Western  embassies  and 
ipanies  in  Saudi  Arabia,  and  some 
med  responsibility  for  the  blast. 
Lenegade  preachers  regulai'ly  attack 


the  Saudi  royal  family  for  sup- 
posed corruption,  loose  living, 
and  their  ties  to  the  U.  S.  Last 
November,  following  antigov- 
ernment  disturbances  near  Ri- 
yadh, the  authorities  jailed  hun- 
dreds of  Islamic  agitators. 
Among  those  arrested  was  the 
well-known  preacher  Salman 
Al-Awdah,  whose  incendiary 
cassettes,  secretly  distributed 
through  the  kingdom,  have 
made  him  a  rebel  hero. 

A  London-based  opposition 
group,  the  Committee  for  the 
Defense  of  Legitimate  Rights 
(CDLR),  now  regularly  exposes 
corruption  and  human-rights  vi- 
olations in  Saudi  Arabia  in  its 
weekly  broadside,  Al-Huquq, 
that  is  faxed  into  Saudi  Arabia 
and  widely  photocopied.  CDLR 
spokesman  Muhammad  Massari 
predicts  that  the  bomb  attack 
could  signal  a  sharp  uptick  in  political 
violence.  "When  things  like  this  start, 
it's  difficult  to  stop,"  he  says.  Massari, 
who  spent  six  months  in  Saudi  jails  in 
1993 — without  charges — says  that  a 
Saudi  government  crackdown  on  Islam- 
ic radicals  following  the  car  bombing 
could  further  widen  the  gulf  between 
the  House  of  Saud  and  the  populace. 

Saudi  Ai'abia  could  soon  face  another 
highly  delicate  and  potentially  explosive 
problem:  the  succession  to  ailing  74- 
year-old  King  Fahd.  Since  1953,  the 
throne  has  been  occupied  only  by  sons 


many  trump  cards,  including  ruthless, 
efficient  security  services.  But  that  said, 
all  of  the  monarchies  of  the  GCC  face  a 
tough  predicament.  Governments  are 
going  to  have  to  curb  expenditures  and 
rely  more  on  the  private  sector  to  cre- 
ate jobs.  But  to  chop  sei-vices  and  pub- 
lic-sector payi'olls  will  require  bringing 
the  people  more  and  more  into  the  deci- 
sion-making process.  "To  restructure 
economically,  you  need  a  new  political 
arrangement,"  says  Fareed  Mohamedi, 
global  oil-markets  analyst  at  Petroleum 
Finance  Co.,  a  Washington  consulting 
firm.  He  envisages  the  naling  families 
sharing  more  power  in  return  for  their 
constituents'  accepting  spending  cuts. 
RUBBER  STAMP.  Tentative  steps  are  al- 
ready being  taken  in  that  direction  in 
some  of  the  gulf  countries.  After  years 
of  stalling.  King  Fahd  finally  appointed  a 
Consultative  Coimcil,  or  Majlis  Al-Shura, 
to  give  voice  to  nonroyals.  But  the 
group  serves  more  as  a  inabber  stamp 
for  government  policies  than  a  forum 
for  real  debate.  And  one  still  heai's  plen- 
ty of  giaunbling  fi"om  the  business  com- 
munity about  piinces  muscling  into  what 
had  been  the  merchants'  turf. 

In  Kuwait,  by  far  the  most  open  of 
the  gulf  countries,  the  Al-Sabahs  have 
ceded  considerable  power  to  an  elected 
national  assembly.  While  this  body  has 
been  an  invaluable  safety  valve  for  dis- 
sent, it  is  far  from  a  panacea.  Parlia- 
mentary deputies  who  have  been  play- 
ing to  the  voters  have  made  it  difficult 
for  the  government  to  trim  services 
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of  Ibn  Saud,  the  founder  of  modem  Sau- 
di Ai'abia.  The  lack  of  niles  about  how 
power  could  pass  to  the  500  to  600  sen- 
ior third-generation  princes  suggests 
that  Saudi  Ai-abia's  huge  raling  family 
could  soon  be  riven  by  the  kinds  of  bit- 
ter rivalries  that  in  the  past  have  split 
Kuwait's  ruling  Al-Sabahs. 

Of  course,  none  of  this  is  to  say  that 
civil  strife  is  around  the  comer.  The  Al- 
Saud  and  other  royal  families  still  hold 
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and  implement  serious  privatization. 

So  the  next  few  years  promise  to  be 
critical  in  the  gulf.  The  period  of  ad- 
justment is  only  beginning,  and  so  are 
the  strains.  And  the  U.  S.,  which  is  vig- 
ilantly watching  Iraq  and  Iran,  would  be 
well-advised  to  devote  more  attention  to 
the  inner  workings  of  its  gulf  allies. 

By  Stanley  Reed  in  Kuwait  City  and 
John  Rossant  in  Rome,  with  bureau 
reports 
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ASIA 


THE  BAHLE 
OF  THE  PACIFIC 

U.S.  carriers  face  rising  competition  from  Asian  rivals 


When  Andersen  Consulting's  Jay 
Rein  travels  to  Asia  from  Dal- 
las, he  could  easily  hop  a  United 
Airlines  Inc.  flight  for  the  15-hour  trip 
to  Tokyo.  Instead,  he  flies  to  Atlanta 
to  pick  up  a  nonstop  Japan  Air  Lines 
flight,  where  Asian  flight  attendants 
pamper  him  and  he  sups  on  sushi  and 
noodles.  "Wlien  I'm  going  to  immerse 
myself  in  a  foreign  culture,  I  like  to  do 
that  fi'om  the  start  of  the  trip,"  says 
Rein,  who  travels  to  Asia  once  every 
three  months. 

He  may  soon  have  a  lot  moi'e  choices. 
A  flock  of  fast-growing  Asian  airlines 
is  looking  to  the  lucrative  trans- 
pacific market  for  their  next 
wave  of  expansion.  That  may  be 
good  news  for  business  travel- 
ers, but  it's  bad  for  United  and 
Northwest  Aii-lines  Inc.  The  two 
U.  S.  caniers  have  long  dominat- 
ed the  transpacific  travel  mar- 
ket. The  threat  from  Asian  car- 
riers is  coming  just  as  the 
Japanese  government  wants  to 
limit  the  lucrative  rights  of  Unit- 
ed and  Northwest  to  pick  up 
passengers  in  Japan  for  connect- 
ing flights  into  Asia. 
ON  THE  LINE.  The  competition 
across  the  Pacific  will  only  get 
tougher.  For  decades,  most  U.  S. 
travelers  to  Asia  have  had  to 
switch  planes  at  Tokyo's  Narita 
Aiiijort,  whei-e  Northwest,  Unit- 
ed, and  Japan  Air  Lines  hog  the 
terminals.  But  now,  new,  longer- 
range  aii'craft  such  as  the  Boeing 
747-400  are  allowing  Asian  car- 
riers to  b.v])ass  Narita  and  either  fly  di- 
rectly to  the  U.  S.  or  stop  over  at  less 
crowded  airi^orts.  As  the  fii-st  stej)  in  its 
U.  S.  expansion.  Hong  Kong-based  Ca- 
thay Pacific  Ail-ways  Ltd.  will  begin  fly- 
ing daily  to  New  York  via  Vancouver  by 
next  Sept.  I.  Also  on  its  agenda:  Unit- 
ed's  home  base  of  Chicago  and  North- 
west's busy  hub  in  Detroit 

Singapore  Airlines  in  July  added 
three  new  weekly  flights  to  San  Francis- 
co via  Seoul.  That  gives  it  10  flights  a 
week  into  San  Francisco,  United's  major 
jumping-off  point  for  Pacific  flights. 
Singapore  just  ordered  77  of  Boeing's 
long-haul  777  model  worth  $12.7  biUion. 


That's  the  largest  single  order  in  Boe- 
ing's history. 

United  and  Northwest  have  a  lot  on 
the  line.  "The  Pacific  is  canying  United," 
says  Jon  Ash,  managing  director  of  Glo- 
bal Aviation  Associates  in  Washington. 
Last  year,  the  earner  racked  up  a  $344 
million  operating  profit  there,  two-thirds 
of  its  total  in  1994.  At  Northwest,  the 
Pacific  division  was  the  air'Une's  cash  cow 
until  the  U.  S.  and  Japanese  recessions 
slashed  passenger  traffic  in  1990.  North- 

SKY-HIGH  STAKES:  The  Pacific  is  by 
far  Uuited's  )iiost  profitable  region 


more  than  deep-pocketed  competitit: 
to  worry  about.  As  part  of  negotiatio] 
to  allow  other  U.  S.  carriers  an  i 
creased  presence  at  Japan's  airport 
the  Japanese  government  wants  to  Hr 
it  the  so-called  fifth  freedom  rights 
United  and  Northwest.  Spelled  out 
the  1952  bilateral  air  agreement  b 
tween  the  U.  S.  and  Japan,  these  righ 
allow  only  two  U.  S.  earlier s  to  pick  i 
passengers  in  Japan  and  transport  the 
to  other  spots  in  Asia.  American  Ai 
lines  Inc.  Chairman  Robert  L.  Crandj 
has  called  on  the  U.  S.  government 
renegotiate  the  bilaterals  because  th( 
unfairly  protect  United  and  North  we 
at  the  expense  of  wannabe  Asian  pla; 
ers  such  as  American,  Delta  Air  Line 
and  Continental  Airlines. 

Although  Washington  doesn't  appe; 
incHned  to  Crandall's  view,  the  Jap; 
nese  will  keep  pressing  their  claim 
And  the  Asian  carriers  will  keep  e: 
panding,  even  though  United  ar 
Northwest  say  they  aren't  terribly  wo 
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west,  which  canies  fewer  fii-st-class  trav- 
elers than  LInited,  suffered  losses  in  the 
Pacific  for  the  next  2'A  years.  But  North- 
west posted  an  $103  million  operating 
profit  in  the  region  for  1994,  according  to 
Michael  E.  Levine,  Northwest's  executive 
vice-president  for  marketing. 

The  big  question  is  whether  even  this 
market  can  draw  enough  passengers  to 
fill  all  these  new  aircraft.  "There's  a 
risk  that  somewhere  down  the  line,  the 
new  capacity  will  exceed  demand,"  says 
David  Treitel,  president  at  airline  con- 
sultants Simat  HeHiesen  &  Eichner  Inc. 
in  New  York. 

But  United  and  Northwest  have 


lied  right  now  about  these  new  con 
petitive  threats. 

But  maybe  they  should  be.  Mar 
Miller,  a  Washington  restaurateur  an 
fi-ecjuent  flier  to  Asia,  can't  say  enoug 
good  things  about  the  service  he  n 
ceives  on  Singapore  Air:  "The  efficiencjs; 
and  attention  to  detail  are  unmatched, 
With  such  rave  reviews  for  their  con 
petitors.  United  and  Northwest  coul 
be  heading  for  big-time  turbulence  ove  I  f 
the  Pacific. 

By  Susan  Chandler  in  Chicago,  wi 
Mark  L.  Clifford  in  Hong  Kong,  LaxV 
Nakannl  in  Seoul,  and  Brian  Bremne 
in  Tokyo 
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There  are  a  lot  of  reasons  for 

impotence. 


Diabetes. 

Heart  disease. 

Hypertension. 

High  blood  pressure. 

Side  effects 
of  medication. 

Neurological  disease. 

High  cholesterol. 

Stress  and  anxiety. 


And  something  you  can  do  about  it. 


Of  the  estimated  1 0  to  20  million  men 
/ho  suffer  from  impotence,  most  don't  know  that 
npotence  is  frequently  a  symptom  of  some  other 
ledical  condition.  Up  to  75%  of  all  impotence 
ases  are  physical  in  nature.  It's  not  just  "in  your 
lead."  Nor  is  it  something  you  must  accept  with 
dvancing  age. 

Moreover,  many  men  don't  realize  that  there 
re  doctors  who  are  specially  trained  to  treat 
mpotence.  Or  that  today's  treatments  enable  most 
nen  to  overcome  impotence. 

Today,  thousands  of  men  are  being 
successfully  treated  by  specialists. 

Doctors  experienced  in  treating  impotence, 
isually  urologists,  can  show  you  safe,  dependable 
vays  to  reclaim  your  sexuality. 

That's  why  Upjohn  has  put  together  a  list 
)f  doctors  specializing  in  these  treatments. 
Doctors  you  can  talk  to  with  complete  frankness. 
\nd  complete  confidence.  Doctors  who  can 
lelp  you  to  enjoy  sex  again.  Allow  you  to 
;atisfy  your  partner  again,  the  way  you've 
ilways  v/anted  to. 


Calling  for  our  Free  information  Kit 
is  the  first  step. 

Upjohn  can  help  you  find  the  doctor  you  need. 
Call  us  now  at  1-800-463-2094  and  we'll  send  you 
our  Free  Information  Kit  detailing  all  the  treatment 
options  available  to  you.  Plus  we'll  provide  you  with 
the  names  of  physicians  in  your  area  specializing  in 
treatment.  Your  privacy  is  guaranteed. 

With  the  information  we  provide,  you'll  know  the 
right  questions  to  ask  when  speaking  to  a  specialist. 

So  call  today.  And  soon  you  may 
be  able  to  enjoy  sex  again. 

CALL 

1-800-463-2094 

FOR  A  FREE 
INFORMATION  KIT 

AND  THE  NAMES  OF  THE 
PHYSICIANS  SPECIALIZING 
IN  TREATMENT 
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SOUTH  KOREA 


RUNNING  SCARED 
IN  SEOUL 

The  scandal  may  signal  the  end  of  the  corrupt  old  ways 


Roh  Tae  Woo's  son  and  younger 
brother  spoke  softly  and  bowed 
to  South  Korea's  fonner  President 
as  he  ducked  into  his  waiting  lim- 
ousine outside  his  house.  Dozens  of  cam- 
era cars  trailed  the  motorcade  on  Nov.  15 
for  the  17-minute  ride  to  the  public  pros- 
ecutor's office  across  town.  For  Roh,  who 
confessed  thi-ee  weeks  ago  to  amassing  a 
$650  million  slush  fund,  the  trip  seemed 
likely  to  be  one  of  his  last  as  a  fi-ee  man. 

As  evidence  piles  up  in  a  spectacular 
probe  of  payments  by  businessmen  to 
politicians,  Roh's  airest  has  appeared  in- 
creasingly likely,  making  him  the  fii'st 
former  President  of  South  Korea  to  face 
criminal  charges.  His  prospective  imme- 
diate home:  the  Seoul  Detention  House 
on  the  city's  outskirts,  where  guards 
were  prepainng  an  isolated  cell  little  big- 
ger than  a  single  bed.  Roh's  airest  would 
also  be  the  climax  to  a  high-profile  inves- 
tigation that  featiu-ed  the  questioning  of 
36  leaders  of  the  nation's  giant  chaebol, 
or  conglomei'ates,  for  suspected  bribei-y. 
The  business  deals  involved  range  from 
supplying  naval  craft  to  construction  of 
power  plants  and  satellite  cities. 

While  Koreans  remain  transfixed  by 
the  unfolding  drama,  the  scandal  is 
sending  a  signal  that  the  corrupt  old 
ways  of  doing  business  in  Korea  are 
under  assault.  The  full  impact  of  the 
crisis  on  Korea's  political  and  corporate 
worlds  remains  hard  to  predict.  But  at  a 
minimum,  the  investigation  by  senior 
prosecutor  Ahn  Kang-Min  is  putting  a 
damper  on  biibery  at  the  highest  levels. 
ASHAMED.  The  chaebol  chiefs  summoned 
to  testify  include  Hyimdai's  Chung  Ju- 
Yung,  Samsung's  Lee  Kun-Hee,  lg's 
Koo  Cha-Kyung,  and  Daewoo's  Kim 
Woo-Choong.  Most  have  acknowledged 
making  payments,  and  according  to  Cho- 
sun  Ilbo,  a  leading  daily,  the  top  five 
chaebol  each  shelled  out  more  than  $25 
million  during  Roh's  five-year  term. 

The  deeply  corrupt  business-govern- 
ment relationship  being  disclosed  by 
the  scandal  has  made  Koreans  ashamed 
and  angi'y.  Even  if  only  Roh  and  a  few 
chaebol  leaders  go  to  jail,  the  dishonor 


cast  on  the  entire  corporate  and  politi- 
cal Establishment  is  sending  a  warn- 
ing message.  The  result  is  likely  to  be 
an  acceleration  of  moves  towards  less 
comipt,  more  open  business  practices  in 
an  economy  still  so  regulated  that  it 
makes  Japan's  look  laissez-faire.  Korea 
has  already  started  gradually  opening 
many  business  sectors  to  foreign  inves- 
tors, for  example,  and  this  week  added 
an  additional  48.  Fields  from  invest- 
ment banking  to 


gas  stations  will 
open  up  between 
1996  and  2001. 
Other  liberalization 
moves  have  been 
introduced. 

But  the  high- 
profile  flogging  of 


STRANGE  DAYS: 

Samsung  chief 
Lee  Kun-Hee 
comes  in  to 
testify,  while  riot 
police  subdue  an 
antigovernment 
protester  in  Seoul 


Korea  Inc.  alone  may  not  be  enough  to 
end  the  rampant  bribery  that  runs 
thj-ough  the  economy — especially  at  low- 
er levels.  That  will  require  massive  cuts 
in  economic  regulations  and  the  bureau- 
cracy that  administers  them.  "Bribery 
has  been  used  as  a  lubricant  because 
regulations  are  so  strict  as  to  kill  the 
economy,"  says  Lee  Han-Koo,  president 
of  the  Daewoo  Research  Institute. 


How  much  change  the  scandal  wii 
trigger  depends  on  how  President  Kirj 
Young  Sam  plays  it.  To  satisfy  publi 
outrage,  he  must  respond  to  rising  presj 
sm"e  to  send  Roh  to  jail.  Such  a  punish 
ment  would  be  a  sign  of  Korea's  in 
creasing  democratization,  reflecting  th' 
gi'owing  power  of  public  opinion.  There'j 
a  danger,  though,  that  the  scandal  cou!( 
spiral  out  of  control.  To  many,  Kim  ap' 
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Foreign  execs  see 
benefits  from  the 
scandal:  It  will  be 
riskier  for  officials 
to  demand  bribes, 
and  it  will  be 
easier  to  refuse 


!ars  to  be  using  the  crisis  to  discredit 
/al  pols,  including  opposition  leader 
m  Dae-Jung,  who  confessed  to  tak- 
g  about  $2.5  million  fi-om  Roh  in  1992. 
m  Dae-Jung  could  retaliate  by  launch- 
g  street  protests  demanding  that  the 
•esident  reveal  details  of  his  own 
nds,  including  campaign  money  he 
ay  have  received  fi'om  Roh.  The  result 
uld  be  political  chaos  before  next 
pril's  general  elections. 

However,  the  government  is  deter- 
ined  not  to  let  the  uproar  capsize  the 
onomy,  which  is  expected  to  continue 

gi'ow  at  a  fast  7.5%  clip  next  yeai",  af- 
r  this  year's  9.1%.  The  betting  is  that 

avoid  rocking  the  economic  boat,  the 
•vemment  will  arrest  only  a  few  lead- 
's of  the  smaller  chaebol.  That's  be- 
use  the  major  conglomerates  are  so 
ucial  to  Korea's  growth  and  interna- 
Dnal  expansion.  The  top  30  chaebol, 
ong  viith  the  masses  of  subconti-actors 
ey  control,  account  for  more  than  half 

the  nation's  gi-oss  domestic  product. 

No  matter  what  the  outcome,  though, 
le  scandal  shows  the  progi'ess  Korea 
IS  made  in  transforming  itself  from  a 
)verty-stricken  military  dictatorship, 
fter  the  military  seized  power  in  a 
161  coup,  the  government  wielded  total 
mtrol  of  the  economy,  setting  industri- 


al policies  and  picking  tycoons  like 
Hyiindai's  Chung  Ju-Yung  to  carry  them 
out.  Favored  businessmen  had  access 
to  scarce  credit  and  protection  from 
competition.  The  quid  pro  quo  was  an 
obligation  to  make  "political  contribu- 
tions" to  the  President. 
MAKE  THE  LEAP.  Kim  Young  Sam,  who 
became  Korea's  fii-st  elected  civilian  Pres- 
ident in  three  decades  in  1993,  took 
changing  this  old  order  as  his  mission. 
He  pushed  tlirough  key  refonns  such  as 
the  law  that  bans  bank  accounts  held 
under  false  names  and  the  requirement 
that  politicians  disclose  their  personal 
assets.  These  have  enabled  prosecutors 
to  pursue  Roh. 

Kim  seems  to  realize  that  the  old  or- 
der has  hobbled  South  Korea's  attempt 
to  make  the  leap  from  Asian  Tiger  to 
advanced  industrial  nation.  That  yeaiTiing 
is  symbolized  by  Korea's  drive  to  be- 
come a  full  member  of  the  Organization 
for  Economic  Cooperation  &  Develop- 
ment, which  Seoul  hopes  to  join  next 
yeai'.  But  Korea's  oveiTegulated  domestic 
market  and  niles  promoting  export-led 
growth  still  rankle  trading  partners. 

Korea's  bid  for  oecd  membership  is 
likely  to  limit  some  aspects  of  the  scan- 
dal probe.  Analysts  expect  it  will  de- 
ter tough  questioning  of  foreign  com- 


CONTRITE:  Roh  Tae 

Woo  may  soon  be 
residing  in  jail 

panies  that  are  the 
partners  of  many 
chaebol  and  may  have 
paid  bribes.  Still,  the 
scandal  has  stiired  up 
old  suspicions,  such  as 
allegations  that  a  unit 
of  Lockheed  Martin 
Corp.,  formerly  part 
of  General  Dynamics 
Corp.,  greased  Roh's 
palm  with  a  cool  $140 
million  in  connection 
with  a  1991  sale  of  F- 
16  fighters.  The  ru- 
mors are  resurfacing 
even  though  the  U.S. 
General  Accounting 
Office  cleared  General 
Dynamics  of  the  alle- 
gations and  a  Korean 
probe  begun  last  year 
has  yet  to  find  evi- 
dence of  wrongdoing. 

Longer  tenn,  many 
foreign  companies  see 
benefits  flowing  from 
the  scandal.  It  is  hke- 
ly  to  make  bribery  in 
Korea  more  risky,  so 
it  also  should  make 
resistance  easier.  Pol- 
iticians and  bureau- 
crats will  be  less  likely  to  demand  mas- 
sive funds,  and  companies  will  find  it 
less  difficult  to  say  no.  U.S.  aerospace 
executives  reckon  their  refusal  to  play 
the  game  has  resulted  in  Eiu'opean  com- 
panies gi'abbing  more  than  half  of  Ko- 
rea's overseas  defense  procui-ement  con- 
tracts. "Now  that  these  things  have 
been  brought  out  into  the  open,  you 
have  to  have  optimism  that  we  will 
have  greater  transparency,"  says  David 
Kim,  country  manager  for  insurance 
brokers  Johnson  &  Higgins. 

Still  unclear,  however,  is  whether  tui'- 
moil  at  the  top  will  change  the  practices 
further  down.  For  Korean  business 
there  remains  what  Daewoo  Research's 
Lee  calls  "involuntary  pseudo-taxation," 
much  of  it  in  payments  to  midlevel  bu- 
reaucrats who  wield  regulatory  powers. 
The  result  is  that  big  companies  invol- 
untarily shell  out  1.2%  of  their  sales, 
Lee  says,  while  small  and  medium-sized 
companies  pay  0.8%. 

So  far,  Korea's  political  leaders 
haven't  seized  on  the  slush  fund  as  a 
lever  to  root  out  this  widespread  cor- 
ruption. If  they  don't,  the  scandal  con- 
vulsing Korean  politics  and  business 
won't  be  the  last. 

By  Steven  Bnill  and  Laxmi  Nakar- 
mi  in  Seoul 
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VViTH  A  Reliable  Network,  Wh/ 


ice  It,  networked  computers  have 
langed  the  way  the  world  does 
isiness.  ^  Intorniation  is  shared 
stantly.  Prc^blenis  are  solved  more 
isily.  And  you  know  what?  The 
;y's  the  limit — thanks  to  that 
iprecedented  resource  called  your 
?tv,'ork.  ^  At  Compaci"  and  Novell  i  , 
e  understand  how  critical  reha- 
\\Vf  and  performance  are  to  your 
^twork.  As  business  partners,  we've  »• 
?en  developing  integrated  solutions 
'r  over  ten  years.  ^  Which  is  un- 
nibtedly  one  ot  the  reasons  why 
ore  ot  the  worlds  businesses 
^pend  on  Compaq  and  Novell 
lan  any  other  network  solution, 
louldn't  you?  ]^  For  more  intor- 
lation.call  l-<S(H)-345-151H. 


coMPm 

Novell. 


fsED  To  Be  Insurmountable,  Isn' 


Only  one  company  on  earth 

has  this  many  ways  to 
help  you  manage  your  risks. 

All  forms  of  property/casualty  insurance  through  brokers 
Lite,  accident  &  health  insurance  worldwide 
Claims  management  and  cost  containment  services 
Global  employee  benefits 
Global  pension  management 
Loss  control  and  engineering 
Premium  financing 

Political  risk  coverage  and  trade  tmancmg 
Emergency  evacuation  and  security  services 
Economic  and  political  assessment 
Local  currency  hnancmg 
Consumer  hnance  m  many  countries 
Direct  equity  investment  funds  in  many  countries 
Third  party  asset  management 
Intrastruciure  hnance  m  Asia  and  Central  Asia 
Market  making  in  all  forms  of  interest  rates,  currency  and  equity  risk 
management  products 

Trading  and  market  making  in  foreign  exchange,  base  and  precious 
metals,  petroleum  and  natural  gas 
Aircraft  leasing  for  airlines 

Personal  auto  insurance  through  various  distribution  systems 


With  75  years  of  international 
experience,  only  triple-A-rated  AIG 
has  the  worldwide  insurance  and 
financial  services  capabilities  to 


AIG 


help  you  manage  all  your  balance 
sheet  and  other  risks.  And  our 
list  of  ways  to  help  you  manage 
business  risks  continues  to  grow. 


World  leaders  in  insurance  and  financial  services. 

For  more  information,  write  to  American  International  Group.  Inc.. 
Dept.  A.  70  Pine  Street,  New  York.  NY  10270.  Or  fax  212.425.3499 
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MEXICO'S  BIGGEST  STUMBLING  BLOCK: 
i  LEADER  WHO  DOESN'T  LEAD 


Is  Mexico  headed  for  another  meltdown?  Certainly,  confi- 
dence in  President  Ernesto  Zedillo  Ponce  de  Leon's  eco- 
nomic management  is  in  fi-ee  fall.  The  latest  blow  to  presiden- 
il  credibility  was  the  1996  budget,  announced  on  Nov.  13.  It 
sumes  a  peso  averaging  7.7  to  the  dollai;  20%  inflation,  and  3% 
onomic  growth.  All  are  now  considered  uni'ealistic  goals,  fol- 
iving  the  peso's  recent  15%  plunge  to  nearly  8  to  the  dollai'. 
The  markets  were  not  impressed.  After  the  announcement, 
e  government  intervened  to  shore  up  the  peso,  which  is 
lading  for-  9.5,  Goldman,  Sachs  &  Co.  predicts.  Because  of  the 
ters,  the  government  is  forced  to  pay  neai'ly  60%  for  28-day 
lis — ^neai'ly  double  the  rate  of  six  weeks  ago.  "They  oveiprom- 
;  and  then  underdehver,"  complains 
itchell  E.  Sahn,  managing  partner 
Latin  Tactical  Trading  Group  in 
ew  York. 

>W  PROFILE.  Until  recently,  Mexi- 
ns  were  remarkably  patient  with 
e  career  technocrat  who  was  unex- 
ictedly  thioist  into  the  presidency  af- 
r  the  assassination  of  the  raling  In- 
itutional  Revolutionary  Party's  fii'st 
ndidate,  Luis  Donaldo  Colosio.  But 
iw,  Mexicans  are  wondering  if  Ze- 
Uo  is  ever  going  to  get  the  hang  of 
3  job.  That's  why  the  markets  gave 

me  credence  to  mmors  of  a  military  coup  in  early  Novem- 
ir — even  though  the  Me.xican  anned  forces'  tradition  of  stay- 
g  out  of  politics  makes  such  an  event  extremely  unlikely. 
Zedillo  suffers  from  two  basic  weaknesses:  a  woeful  inabil- 
r  to  sell  his  progi-ams  and  an  apparent  unwillingness  to  ex- 
cise Mexico's  strong  presidential  powers.  Since  the  crisis 
upted  last  December,  he  has  largely  shut  himself  in  the 
■esidential  residence.  When  he  meets  with  delegations  of 
isinesspeople  and  foreign  diplomats  at  the  palace,  he  pre- 
nts  convincing  arguments  for  his  policy  decisions.  But  most 
exicans  don't  see  that  side  of  him. 


RUMORS:  Despite  the  talk,  a  coup  is  unlikely 


Zedillo's  advisers  argue  that  he  is  purposely  keeping  a 
low  profile  as  his  contribution  to  a  redistribution  of  political 
power.  But  his  reticence  has  cost  him  credit  for  real  achieve- 
ments. His  administration  has  met  the  major  requii'ements  of 
the  $50  bilhon  international  bailout  led  by  the  U.  S. — a  bal- 
anced budget,  strict  hmits  on  monetary  growth,  and  di'aconian 
fiscal  constraints.  He  managed  to  negotiate  a  pact  with  busi- 
ness and  labor,  agi'eeing  on  moderate  wage  increases  and 
goals  for  inflation  and  gi'owth  in  1996.  And  he  submitted  to 
Mexico's  Congi-ess  a  proposal  for  sweeping  pension-fund  re- 
form that  could  give  a  big  boost  to  the  nation's  savings  rate. 
None  of  this  has  calmed  the  markets,  which  "are  not  being 
guided  by  the  economic  fimdamentals 
but  by  a  lack  of  leadership  and  long- 
teiTn  economic  strategy,"  says  Denise 
Dresser,  a  political  scienti-st  at  Mexico's 
Autonomous  Technological  Institute. 

That  absence  of  leadership  is  feed- 
ing the  mmor  mill.  One  inimor  pre- 
dicts the  appointment  of  an  "economic 
czar"  to  boost  the  government's  cred- 
ibility. Candidates  mentioned  include 
former  Finance  Secretaiy  Pech'o  Aspe 
Annella  and  Jesus  SOva  Herzog,  Mex- 
ico's politically  savvy  ambassador  in 
Washington.  A  fonner  pri  secretary- 
general  proposed  that  if  the  peso  hits  10  to  the  dollar,  Zedillo 
should  make  way  for  a  "government  of  national  salvation." 

But  the  most  likely  scenario  is  that  Zedillo  will  continue  to 
preside  over  an  economic  mess.  Bad  loans  are  rising,  inflation 
is  higher  than  expected,  and  the  recession  is  tiuTiing  out  to  be 
far  deeper  than  most  economists  forecast.  The  government 
now  admits  that  vrith  the  rise  in  interest  rates,  efforts  to  bail 
out  the  banks  and  consumers  will  cost  $11  biUion,  or  5.1%  of 
the  (iDP,  much  more  than  originally  predicted.  Zedillo's  perfor- 
mance threatens  to  drag  the  whole  country  down. 

By  Geri  Smith  in  Mexico  City 


GLOBAL  WRAPUP 


EUROCURRENCY  DEUYED 

►  It  always  seemed  unrealistic.  Now 
Europe's  leaders  are  beginning  to  ad- 
nit  the  1999  deadline  for  monetary  un- 
on  won't  be  met.  The  latest  hint  of  de- 
ay  was  a  proposal  by  the  European 
Monetary  Institute,  the  European  cen- 
tral bank-in-waiting,  for  a  three-year 
3hase-in  period  beginning  in  1999. 

Much  of  the  difficulty  is  coming  from 
jermany,  where  Chancellor  Helmut 
Kohl  is  being  harried  by  the  opposition 
Social  Democrats  for  his  supposed  will- 
ingness to  abandon  the  German  mark 


for  a  suspect  Eurocurrency.  That  is 
forcing  Kohl's  government  and  the 
Bundesbank  to  demand  tough  terms 
for  monetary  union.  Bonn  has  persuad- 
ed France  and  other  European  coun- 
tries to  agree  to  aim  for  budget  deficits 
of  just  1%  of  gi'oss  domestic  product 
instead  of  the  3%  originafly  agreed  on 
for  economic  union.  But  vdth  Continen- 
tal economies  slowing,  governments 
realize  they're  unlikely  to  meet  the 
goals  by  1999.  Germany's  top  econo- 
mists recently  suggested  that  their 
country  wouldn't  even  meet  the  3% 
target. 


KOOR  RAISES  MONEY 

►  Shrugging  off  any  jitters  from  the 
Nov.  4  assassination  of  Prime  Minis- 
ter Yitzhak  Rabin,  Israeli  conglomer- 
ate Koor  Industries  Ltd.  has  raised 
almost  $120  million  in  a  global  offer- 
ing. Smith  Barney  Inc.  led  the  offer- 
ing, and  Union  Bank  of  Switzerland 
handled  the  40%  slice  reserved  for 
European  investors.  The  deal  is  an- 
other indication  that  investors  and 
businesses  believe  the  Middle  East 
peace  process  will  continue  to  move 
forward. 
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AS  I  A'S 
NEW 

GIANTS 

Many  will  be  global  players- 
but  the  challenges  are  huge 

About  an  hour's  drive  outside  of  Hong  Kong's  posh 
Central  District  stands  the  nondescript  headquar- 
ters of  the  colony's  lai'gest  electronics  company,  VTech 
Holdings  Ltd.  Founded  by  Chau-man  and  Chief  Exec- 
utive Allan  C.  Y.  Wong,  the  company  occupies  three 
floors — some  130,000  scjuare  feet — in  the  no-frills  Tai  Ping 
Industrial  Center.  It's  in  this  working-class  neighborhood, 
where  Wong,  a  45-year-old  U.S.-trained  engineer,  and  his  top 
foui*  deputies,  meet  several  times  a  week  over  dinner  to  plot 
strategy  for  the  company's  main  lines  of  business:  electron- 
ic toys,  telecom  gear,  and  computers. 

The  sheer  size  of  the  operation  is  a  testimony  to  VTech's 
phenomenal  success  since  its  humble  start  in  1976.  Back 
then,  Wong  rented  space  in  a  gi'imy  textile  factory  building, 
where  he  and  40  others  did  everything  from  design  to 
sweeping  floors.  His  first  invention  was  Pong  Game,  a  cinide 

interactive 


Special  Report 


ping-pong 
game  played 

  on  a  TV  set. 

Now,  his 

eye-catching  electronic  educational  toys  have  names  hke 
Talking  Whiz  Ivid  Genius  and  Smart  StartSpeller,  and  they 
contain  everything  from  keyboards  to  liquid  crystal  dis- 
plays. The  company  boasts  15,000  employees,  800  of  them 
engineers  working  in  R&D  centers  from  Irvine,  Calif.,  to 
Dongguan,  China.  "It's  a  totally  different  game  than  when 
we  were  small,"  says  Wong. 

VTech  is  one  of  Asia's  emerging  giants.  Throughout  the  re- 
gion, hundreds  of  companies  like  it  are  rapidly  gaining  in 
size  and  stature.  Some  of  them  will  become  household 
names,  as  Japan's  Sony  Corp.  and  South  Korea's  Samsung 
gi'oup  already  have,  while  others  will  be  content  to  dominate 
their  niches  worldwide.  Increasingly,  these  will  be  the  com- 
panies that  Americans,  Japanese,  and  Eiu'opeans  will  have  to 
eithei'  compete  against — or  cooperate  with. 

Not  all  Asian  companies  are  going  to  succeed,  of  course. 
Increased  competition  from  estabhshed  multinationals — as 
well  as  a  trend  toward  more  open  markets  in  Hong  Kong, 
Taiwan,  and  Southeast  Asia — will  hurt  players  that  fail  to  al- 
ter their  traditional  paternalistic  management  style.  For 
years,  A.sian  companies  have  succeeded  by  riding  a  wave  of 


double-digit  economic  gi'owth.  Overseas  Chinese  entri 
eurs  who  dominate  the  region's  economies,  for  exampl 
hold  liquid  assets  conservatively  estimated  at  $2  trillio; 
For  them,  constantly  rising  land  prices,  the  ability  to  tai 
large  pools  of  cheap  labor,  and  an  extensive  network 
personal  connections  were  more  important  than  advance- 
management  methods. 

But  that  era  is  fast  ending.  In  the  next  phase,  Asiaj 
companies  will  need  to  apply  higher  levels  of  technolo: 
move  into  more  service-sector  activities,  and  establish 
gional  dominance,  if  not  truly  global  presences.  Many  fai 
the  task  of  streamlining  their  operations  to  become  mo: 
internationally  competitive.  And  they  m^ust  achieve  all  this 
a  time  when  the  family  founders  are  passing  the  mantle 
leadership  over  to  the  next  generation. 
RELAXED  GRIP.  PulUng  off  the  transition  requii'es  nothing  lei 
than  a  management  revolution.  So  even  the  most  traditio 
al  family-run  companies  are  beginning  to  recognize  the  neej 
to  relax  the  iron  giip  of  their  founders  and  start  recruitin] 
professional  managers.  "If  they  can't  decentralize  real  dec: 
sion-making  in  their  organizations,"  says  S.  Gordon  Redding 
director  of  the  University  of  Hong  Kong  Business  Schoo' 
"then  they  can't  be  a  multinational." 

There  is  sm-prising  diversity  in  the  way  companies  are  n 
sponding  to  this  challenge.  Many  family-run  businesses  th; 
have  evolved  over  the  years  into  unwieldy  conglomerat 
are  wisely  starting  to  focus  on  their  core  businesses  (tablesj 
Other  big  Asian  businesses  are  forming  strategic  allianc' 
with  multinationals  to  gain  access  to  higher  levels  of  expe: 
tise  and  technology.  Once-coddled  state-iTin  monopolies  ar] 
listing  on  stock  mai'kets  and  overhauling  their  operations 
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No  one  expects  the  new  Asian  giants  to  become  copies  of 
eir  Western  competitors.  More  likely,  the  successful  com- 
mies will  be  the  ones  whose  management  methods  combine 
iy  ingredients  from  both  East  and  West.  They  will  try  to 
erge  traditional  Eastern  entrepreneurial  spunk  and  rapid 
icision-making  with  Western  managerial  knowhow  in  every- 
ing  from  finance  to  high  tech.  They  will  become  more 


TRUSTING  THE  TROOPS  The 

paternalistic,  hierarchical 
style  of  traditional  Chinese 
companies  is  giving  way 

^    WONG  AND  HIS  MANAGEMENT 
TEAM  AT  VTECH 

'  i-ansparent  in  their  accounting  and  other  busi- 
ness practices  to  attract  outside  capital  but 
will  avoid  legalistic  and  bureaucratic  struc- 
tures. Another  crucial  balancing  act  will  in- 
\  ulve  family  control.  Whereas  Japanese  busi- 
ness gi'oups  have  largely  passed  into  the  hands 
of  professional  managers,  the  family-minded 
( 'hinese  are  likely  to  maintain  key  roles  for 
sons — and  some  daughters. 

But  even  if  the  founding  families  don't  com- 
pletely withdraw,  they  acknowledge  they  wall 
need  huge  numbers  of  highly  skilled  managers 
and  workers  who  can  straddle  Asian  and  West- 
ern cultures  to  pull  off  the  transition  to  the 
future.  Ti'ouble  is,  such  employees  are  in  ex- 
tremely short  supply.  "Finding  the  right  people 
is  always  a  difficult  task,"  says  Edmond  Ip, 
managing  director  of  Singapore-based  cdl  Ho- 
tels International  Ltd.,  which  is  trying  to  build 
a  global  brand  for  its  web  of  newly  accjuu-ed  ho- 
tels. As  a  result,  business  schools  are  expanding 
thi'oughout  Asia.  Not  to  miss  out  on  the  action, 
Western  business  consultants  and  headhunters 
are  flocking  to  the  region  to  help  meet  the 
managerial  needs  of  the  emerging  giants. 
The  reason  the  need  is  so  acute  is  that 
many  large  companies  still  have  organizational  structures 
suited  for  small,  nimble  businesses — not  conglomerates.  The 
founding  patriarch  makes  all  important  decisions,  and  he 
prefers  loyalty  over  expertise,  relatives  over  professionals. 
"The  Chinese  way  is  to  control  everything,"  explains 
Stan  Shih,  founder  and  chairman  of  computer  maker  Acer 
Inc.,  who  by  contrast  prefers  a  "flat"  U.S.  model  that 


STRATEGY  1 :  Professionalizing  Management 


A  sampling  of  the  best  emerging  Asian  companies  and  ttieir  management  strategies 


COMPANY 

COUNTRY 

STRATEGY 

REVENUE 

lOHNSON 
ELECTRIC 

HONG  KONG 

In  the  business  of  micromotors,  this  family  company  is  bringing 
in  outside  executives  and  investing  heavily  in  training. 

$250  MILLION 
^  29% 

rAiWAH 

SEMICONDUCTOR 

TAIWAN 

This  highly  successful  foundry  has  an  American  as  president. 
Under  him  are  a  handful  of  Taiwanese  with  American  MBAs. 

$740  MILLION 
^  57% 

»STRA 

NTERNATIONAL 

INDONESIA 

The  core  business  is  assembling  and  distributing  autos.  It  is 
run  by  a  professional  management  team  that  weathered  a  crisis 
when  the  founding  Soeryadjaya  family  sold  out  in  1993. 

$4  BILLION 
^51% 

SIME  DARBY 

MALAYSIA 

Southeast  Asia's  biggest  conglomerate,  with  200  companies  and 
32,000  employees,  is  changing  its  sleepy  image  by  wooing 
fresh  managerial  talent. 

$3.1  BILLION 
Hi^17% 

RAJA  GARUDA 
MAS 

INDONESIA 

This  group,  which  includes  pulp  and  paper  plants,  hires  managers 
from  around  the  world  to  help  start  up  or  manage  its  businesses. 

$1  BILLION 
^  NA 

NOTE:  Sales  are  1994  or  most  recent  fiscal  year,  in  U.S.  dollars.  NA=not  available.  DATA:  BUSINESS  WEEK 
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NEW  GAME  Cronies  and  connections 
count  for  less  as  the  Asians  go  out 
in  the  world  and  take  on  all  comers 


SINGAPORE  TYCOON  Y.Y.  WONG  IS  EXPANDING 
INTO  ENTERTAINMENT  PROPERTIES 

empowers  workers.  "Their  idea  of  success  is  more  control." 

Sometimes  that  style  results  in  family  battles,  which 
prove  crippling.  The  Jumabhoys,  for  example,  owner  of 
Scotts  Holdings,  a  $284  million  property  company  in  Singa- 
pore, are  now  wracked  by  family  warfare  as  various  rela- 
tives jockey  for  control.  In  Taiwan,  the  founding  family  of 
the  powerful  $9.1  billion  Formosa  Plastics  Corp.  is  also  in 
turmoil.  Winston  Wang  and  his  father  Wang  Yung-ching 


are  at  odds  after  tl 
press  reported  the  ma 
ried  Winston  was  havii' 
an  affair  with  a  gradual 
student.  Now,  it's  doubtf 
that  Winston,  long  ide: 
tified  as  the  heir  appa 
ent,  will  succeed  his 
ther — though  Winston 
credited  with  professions 
izing  the  company. 

Also  spurring  comp: 
nies  to  improve  the 
management  is  the  moy 
toward  freer  trade  swee 
ing  the  region.  As  men 
hers  of  the  World  Trac 
Organization,  Asian  cou: 
tries  are  being  forced 
gradually  drop  trade  ba 
riers  and  liberalize  the 
economies.  Deregulatic 
is  washing  over  Asia 
countries  vie  for  the  fo: 
eign  investment  and  hi 
man  resources  needed 
upgrade  such  key  sectoi 
as  telecommunications  and  transportation.  That's  the  real  sij 
nificance  of  the  meeting  of  the  Asia-Pacific  Economic  Coo 
eration  (apec)  foium  in  Osaka  beginning  on  Nov.  15  and  ci; 
minating  with  a  heads-of-state  summit  on  Nov.  19.  TJ 
direction  toward  reducing  trade  barriers  is  clear.  "This  is 
real  wake-up  call  to  Asia  business,"  says  Robert  C.  Moelle 
vice-president  of  Booz,  Allen  &  Hamilton  Inc.  in  Singapor 
"NO  MONOPOLIES  ANYMORE."  In  this  more  open  climat 
Asian  companies  won't  be  able  to  rely  so  heavily  on  the 
guanxi,  or  connections,  privileged  information,  and  cron 
networks.  That  old  style  may  still  help  win  deals  in  sue 
emerging  economies  as  China  and  Vietnam,  but  connectior 
just  aren't  what  they  used  to  be  as  Asian  markets  becora 
more  demanding  and  more  sophisticated.  "Before,  guant 
was  the  diiving  factor.  Now,  it's  just  one  of  them,"  says  Tr( 
vor  MacMurray,  director  of  McKinsey  &  Co.  in  Hong  Kon, 
"You  won't  succeed  without  it,  but  it's  not  enough  in  itsel: 
Another  reason  guanxi  doesn't  work  as  well  is  that  moi 


STRATEGY  2:  Remaining  Entrepreneurial 


COMPANY 

COUNTRY 

STRATEGY 

REVENUE 

ACER 

:  TAIWAN 

:  CEO  Stan  Shih  has  broken  his  PC-making  company  into  small,  decen- 
tralized units  so  that  each  can  be  highly  responsive  to  the  market. 

$3.2  BILLION 
^71% 

LI  &  FUNG 

HONG  KONG 

Run  by  the  third  generation  of  Fungs.  Brothers  William  and  Victor 

$792  MILLION 

are  both  armed  with  Harvard  degrees.  They  have  created  a  global 
tradmg  company  that  stays  nimble  because  of  its  tightly  run 
business  units. 


-14% 


Ul 


SAN  MIGUEL 
CORP. 


PHILIPPINES        This  beer  and  food  conglomerate  is  actively  spinning  off  different  ;  $190  MILLION 

:  divisions  into  separate  companies  as  a  way  to  gain  market  share  and       |  41% 
;  become  more  efficient. 


VTECH 


HONG  KONG         The  territory's  biggest  electronics  company  is  divided  into  small, 

;  snappy  units,  making  it  easier  for  its  hands-on  directors  to  manage 
;  successfully. 


$650  MILLION 
18%. 


YTLCORP.       MALAYSIA         ;  Run  by  the  London-educated  son  of  the  founder,  this  construction  :  $233  MILLION 

:  company  is  determined  not  to  become  bureaucratic:  There  are  no  ;  -^-19.1% 

^  clock-in  machines  or  set  hours  for  senior  staff. 


an  companies  are  moving  into  consumer  goods  and  seivic- 
aimed  at  broader  audiences.  Citibank,  for  example,  com- 
es in  consumer  banking  not  so  much  against  other  Amer- 
1  banks  but  more  with  the  hkes  of  Thai  Farmers  Bank 
I  Taiwan's  Chinatrust  Co.  These  financial  institutions 
re  no  choice  but  to  offer  the  same  ease  of  banking 
ough  automated  teller  machines  that  Citibank  does. 
50  even  if  a  corporate  patriarch  hands  his  son  a  coveted 
dness,  "the  son  has  to  create  happy  customers.  Otherwise, 

customers  will  protest  pnfiSi 
I  won't  pay  their  bills,"  f*f 
s  Y.  Y.  Wong,  founder  of  « 
'wy  Group,  a  $900  mil- 
1  marketing  and  distri- 
;ion  company  in  Singa- 
•e.  "There  are  no 
nopolies  anymore." 
<RDS  TO  HAUNT.  Ultimately 
:  challenge  of  managing 
a's  new  giants  falls  to  the 
it  generation.  The  big 
jstion  is  whether  the  sons 
i  daughters  are  up  to  the 
k.  There's  a  telling  ex- 
ission  in  Chinese:  A  fami- 
;  wealth  won't  last  thrt-c 
lerations.  "Many  of  m.\- 
;nts  are  spending  sleejj- 
s  nights  worrying  their 
pii'es  will  fall  overnight," 
Robert  K.  G.  Chia,  an 
lependent  management 
isultant  in  Singapore. 
Next-generation  manag- 
1  moving  to  the  top  often 
re  educated  at  first-rank  U.  S.  business  schools,  and  many 
ve  lived  abroad  for  years.  Take  William  K.  Fung.  He 
1  brother  Victor  run  Li  &  Fung  Ltd.,  an  export  trading 
npany  founded  in  1906  by  their  gi'andfather.  Having  just 
lently  acquired  Inchcape  Buying  Services,  they  have  now 
nsformed  an  old-style  Chinese  company  into  a  $L5  billion 
.ding  corporation.  Instead  of  being  limited  to  low-end 
.nufacturing,  it  concentrates  on  design,  marketing,  distri- 
bion,  and  other  value-added  functions, 
rhey  have  also  extended  their  geogi-aphic  region  beyond 


ADULT  WORRIES  A  mature  econoray 
demands  that  attention  be  given  to 
distribution  as  well  as  production 

COMPUTERS  ARE  PACKED  FOR  SHIPPING  AT  A 
LEGEND  WAREHOUSE  IN  BEIJING 


Asia.  Their  publicly  listed  company  now  boasts  25  offices 
throughout  the  world,  with  2,200  employees  (and  no  other 
Fungs  among  them).  With  a  flat  organizational  structure, 
broken  into  strategic  business  units,  the  Fungs  can  pro- 
vide high-quahty  goods  at  low  cost  by  soui'cing  and  manufac- 
turing throughout  Asia. 

William  first  ushered  in  changes  when  he  was  summoned 
home  in  1972  to  help  with  the  family  business.  He  had  just 
received  an  mba  from  Harvard  University.  The  business 
was  crawling  with  relatives:  Fung's  father  had  10  siblings. 


STRATEGY  3:  Sticking  with  the  Core  Business 


OMPANY 


COUNTRY 


STRATEGY 


REVENUE 


UNHUNGKAI 

HONG  KONG 

This  property  company  is  doing  what  it  does  best:  real  estate  and 
infrastructure.  Managed  by  the  three  Kwok  brothers,  each  boasting 
Western  degrees. 

$2.56  BILLION 
^  12% 

UKAKA 

INDONESIA 

Run  by  a  team  of  skilled  Indonesian  engineers,  this  infrastructure 
company  is  winning  major  bids  in  Japan,  Hong  Kong,  and  throughout 
the  region. 

$74.2  MILLION 
10% 

ORMOSA 
LASTICS 

TAIWAN 

Although  the  company  has  entered  the  integrated-circuit  industry,  it  keeps 
a  sharp  emphasis  on  remaining  the  country's  pacesetter  in  petrochemicals. 

$9.1  BILLION 

35% 

ENONG 
ERHAD 

MALAYSIA 

This  group  of  eight  listed  companies  is  now  selling  off  assets  to  focus 
on  infrastructure.  Its  leading  executives  want  the  company  to  specialize 
rather  than  be  a  hodgepodge  of  investments. 

$1.3  BILLION 
^  19% 

WDOFOOD 

INDONESIA 

This  Jakarta-based  food  company  made  it  big  at  home  with  its  near 
monopoly  in  flour  milling.  Now,  it's  exporting  its  noodles  to  China,  Chile, 
and  Poland  with  the  goal  of  being  a  global  player. 

$6.0  BILLION 
^18.9% 
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Ihe  screen  is  nearly  a  root  across,  with  ouper  vv^A  i  r  i  and  oz-oit  graphics, 
it's  also  more  colorful  than  a  giant  box  of  crayons.  Add  the  latest  120  MHz 
Pentium'  processor,  and  the  AST  Ascentia  950n  has  everything  you  need  to  COMPUTER 
create  eye-popping  multimedia  presentations.  Or  turn  columns  ot  Figures  into  snappy  charts 
and  graphs.  Want  to  take  your  show  on  the  road?  It's  good  to  know  this  lightweight  notebook 
has  up  to  six  hours  of  lithium  ion  battery  power.  In  other  words,  about  as  long  as  a  coast-to- 
coast  commute.  By  now  you  probably  want  one.  Big  time.  Please  call  us  at  800-876-4AST. 

120  J  [Hz  Pcntitun  pivm.ior;  1 1, i\"  Super  VGA  TFT  chiujoiid/ ,'awii;  S  to  -iO  JIB  ItLJ/;  up  to  1.2  GB  han>  thiw;  l(i-hu  audio;  6.0  lt>j.  Acktitional  iiioikLi: 
90  or  TjJ/Hz  Pentuwi  procc.KHw;  10.-/"  Super  VGA  TFT/DS-STN cHaijonal M-rccn. 


I  TOLD  YOU  IT  WAS  BIG 


99 


Special  Report 


and  many  of  them  were  at  Li  &  Fung.  William  complained 
about  the  nepotism.  "Look,  William,  I  sent  you  to  the  best 
schools  in  America,"  he  recalls  his  father  saying.  "Tell  me 
what  to  do." 

So  the  brash  23- 
year-old  conducted  a 
Harvard  case  study 
on  his  family  compa- 
ny. The  results:  Take  Li  &  Fung  public  as  a  way  to  separate 
ownership  and  management.  "To  his  gi'eat  credit,  my  father 
did  it,"  William  says.  Cousins  who  hated  the  business  sud- 
denly bailed  out.  Other  relatives  held  shares,  got  regular  div- 
idends, but  were  out  of  management.  "If  you  want  to  put 
your  house  in  ordei\  take  your  company  public,"  William 
says.  In  1989,  the  brothers  took  the  business  private  and 
bought  out  the  rest  of  the  family.  Then,  they  streamlined  it 
and  relisted  it  in  1992. 

QUICK  STUDY.  Although  Hong  Kong,  Singapore,  and  Taiwan 

companies  probably  have  a  head  start  in  shaking  up  their 

managements,  the  message  is  also  being  heard  throughout 

Southeast  Asia.  Take  Indonesian  entrepreneur  Sukanto  Ta- 

noto,  46,  whose  parents  ^ 

came  from  China.  When  EXCUSES 

Tanoto  starts  up  a  busi-   

ness,  he  immediately  Former  state-ruii 

brmgs  m  experienced  per-   

sonnel  from  around  the   mOnODOlieS  afC 

globe  to  manage  it.  As  the   ^  

founder  of  $1  billion  Raja   Ipornincf  fVlQf  fhp 

Garuda  Mas,  which  makes  .•^.^.**.^,^.^".^0..^.^:*^.^...^^.^.^  

plywood,  pulp,  paper,  ray-   Qf^plr  TTIQ rkpt  IQ  Q 
on,  and  palm  oil,  Tanoto  ^.^.^.^.^.^.'^.^..^.^^ 
prides  himself  on  "entering   „^p«^  tQcl^mQctpr 
businesses  ahead  of  the   otCill  taolVlliaolC'l 
competition." 

A  high  school  graduate,  ROLLED  AND  READY  AT 
Tanoto  worked  for  his  fa-  P^'VATIZED  CHINA  STEEL 
ther's  construction  supplies  company  before  he  became  the 
fii-st  in  Indonesia  to  open  a  plywood  factoiy  20  year  ago.  He 
also  started  up  a  lucrative  palm  oil  business  by  hiring  Eng- 
lish and  Scottish  experts  who  had  left  Malaysia  during  a  na- 
tionalistic period  in  the  early  '80s.  To  manage  his  invest- 
ments, Tanoto  has  brought  in  Americans,  Canadians,  and 
Swedes.  In  all,  he  has  some  150  non-Indonesian  staffers 
working  at  the  companies.  In  March,  he  raised  $1.50  million 
by  floating  Asia  Pacific  Resources  International  Holdings 
Ltd.,  the  pulp,  paper,  and  rayon  part  of  his  business,  on  the 
New  York  Stock  Exchange. 

This  blending  of  East  and  West  is  particulai-ly  pronounced 
in  technology  companies  throughout  the  region.  In  Taiwan, 


.$3.2  billion  Acer  Group  is  unique.  I-'or  its  first  13  years 
starting  in  1975,  Acer  was  run  like  a  traditional  top-dowr! 
Taiwanese  company.  But  in  1988,  Acer  Chairman  Shih  hirer  1 
a  senior  IBM  executive  to  streamline  his  company.  The  effoii' 
failed  because  the  executive  forced  "consensus"  on  the  loca^ 
management,  leaving  no  room  for  disagreement. 

Since  1991,  Shih  has  found  a  middle  ground  that  works 
The  emphasis  is  now  on  giving  autonomy  to  individual  busi 
ness  units  that  can  still  draw  on  the  company's  strategii 
groups  for  new  technologies.  Shih's  goal  is  to  have  21  public 
ly  listed  Acer  companies.  Although  decision-making  is  decen 
tralized,  Shih  fosters  a  strong  Acer  culture  that  helps  hoi( 
these  confederated  companies  together.  "All  managemeiii 


STRATEGY  4:  Bracing  For  More  Open  Markets 


COMPANY 

COUNTRY 

STRATEGY 

REVENUE 

CHINATRUST 

TAIWAN 

The  country's  leading  credit-card  issuer  is  finding  its  niche  by 
providing  a  wide  range  of  services  for  Taiwanese  executives  working 
abroad  and  other  overseas  Chinese. 

$12£  BILLION* 
4^  20% 

PHILIPPINES 
LONG  DISTANCE 

PHILIPPINES 

Responding  to  new  competition,  PLOT  has  revamped  management  in 
a  bid  to  boost  sales  through  improved  services  and  better  marketing. 

$240  MILLION 
40% 

THAI  FARMERS 
BANK 

THAILAND 

Catching  up  to  Citibank  in  innovative  products,  the  bank  is  undergoing 
a  reengineering  to  become  more  responsive  to  customers. 

$20  BILLION* 
^  15.2% 

PRESIDENT 

TAIWAN 

Faced  with  tough  rivals  at  home,  this  food  company  is  rapidly 
expanding  into  China  as  a  way  to  spur  new  growth. 

$930  MILLION 
4il-3% 

CREATIVE 
TECHNOLOGY 

SINGAPORE 

Hit  by  clones  in  the  market,  the  creator  of  the  soundblaster  is 
pumping  big  funds  into  R&D  for  new  products. 

$350  MILLION 
^42% 

'  ASSETS 
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WE'RE  FLEXIBLE. 


At  EVEREN  Securities,  we've  taken  ninety 
years  of  investment  experience  and  created  an 
independent,  employee-owned  investment 
securities  firm.  Our  investment  consultants 
emphasize  long-term  relationships  and  a 
consultative  approach.  They  will  bend  and 
shape  our  expert  support  system  of  analysts. 

Member  NYSE  and  other  principal  exchanges.  Member  SIPC. 


traders  and  product  specialists  to  meet  and 
exceed  your  needs.  Call  1-800-2-EVEREN  for 
more  information  today.  Because  as  owners, 
the  better  we  do  for  you,  the  better  we'll  do. 


EVEREN 


SECURITIES 
A  vested  interest  in  your  success. 

©1995,  EVEREN  Securities,  Inc. 


p-Riviera. When  was  the  last  time 
you  really  had  fun  in  a  car? 


's  been  awhile  since  you  were  really  truly 
excited  about  a  car,  take  Riviera  for  a  spin. 

It  has  a  stronger  body  unit  than  any 
other  luxury  coupe  in  the  world.  It's  agile. 
Supercharged.*  And  downright  fun  to  drive. 

Riviera  by  Buick.  Express  yourself. 
For  a  good  time,  call  1-800-4-RlVIERA. 
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liave  to  have  a  cummon  interest  with  you,"  he  says. 

Like  Acer,  Taiwan  Semiconductor  Manufacturing  Co.  has 
found  a  blend  of  a  little  East  and  a  lot  of  West  that  works. 
The  company  is  the  brainchild  of  visionary  Morris  Chang,  a 
well-known  chip  engineer  in  the  U.  S.  before  he  tried  to 
start  a  Taiwanese  venture.  Chang  saw  the  need  for  a  foun- 
dry business  and  persuaded  the  government  in  1987  to  sup- 
port the  project — not  an  easy  sell  when  the  semiconductor 
business  was  in  a  worldwide  slump.  Philips  Electronics 
joined  in  and  currently  holds  a  35%  stake. 

With  his  strong  U.  S.  schooling  and  25  years  at  Texas  In- 
struments Inc.,  Chang  takes  an  American-style  company 
as  his  model.  Indeed,  his  president  is  Texan  Donald  W. 
Brooks,  a  colleague  for  22  years  at  Texas  Instruments.  Why 
choose  an  American  for  a  top  slot  at  a  Taiwan-based  compa- 
ny? Since  55%  of  tsmc's  market  is  in  the  U.  S.,  while  20% 
more  is  in  Europe,  "our  customers,  I  believe,  feel  quite  at 
home  with  Don,"  says  Chang. 

But  TSMC:  is  careful  not  to  go  overboard  in  adopting  U.  S. 
practices.  The  company  doesn't  want  to  "use  too  many  sys- 
tems and  procedures  and  become  bureaucratic,"  Brooks 


SHORTCUT  Instant 
managerial 
smarts  can  be 
gained  by  teaming 
up  for  a  while  with 
a  multinational 


A  TELECOMASIA 
WORKER  IN  BANGKOK 

says.  The  two  have  a  very  in 
formal  way  of  decision-making 
as  well.  "He  doesn't  wife  re 
ports  to  me,"  says  Chang.  "W( 
talk  almost  every  day.  We'vt 
got  an  American  cultui-e 
though  the  people  below  u; 
are  basically  Taiwanese." 

One  way  to  quickly  obtaii 
managerial  knowhow  and  tecli 
nology  is  to  form  a  strategii 
alliance,  something  Thailand's  largest  conglomerate,  Cha 
roen  Pokphand  Group  Co.,  has  developed  into  a  fine  art.  It; 
joint  venture  with  New  York-based  Nynex  Corp.,  calle( 
TelecomAsia  Corp.,  has  landed  a  contract  to  install  2  millini 
new  phones  lines  in  Bangkok.  It's  also  getting  into  relate* 
services  such  as  dedicated  leased  lines,  voice  mail,  an( 
stored  data.  And  TelecomAsia  is  moving  overseas:  In  thi 
Philippines,  it  has  already  secured  a  contract  to  instal 
300,000  lines  with  Nynex.  It  also  has  a  cellular  phone  deal  ii 
China. 

At  first,  the  Thais  relied  heavily  on  Nynex  for  technolog, 
and  to  stait  up  departments  for  netwoi-k  design,  quality  con 
trol,  supervision  of  contractors,  and  government  relations 
Thai  managers,  working  with  Nynex,  have  assumed  gi-eate 
responsibilities  as  they  rotate  through  a  variety  of  posts 
The  venture  is  giving  them  training  to  become  genera 
managers  for  similar  telecom  projects  to  be  launchei 
throughout  Asia,  says  Ajva  Taulananda,  president  of  Teie 
comAsia. 

These  alliances  are  proliferating  throughout  Southeas 
Asia.  Indonesia's  Lippo  Group  has  them  with  Mitsubish: 


STRATEGY  5:  Going  Public 

COMPANY 

COUNTRY 

STRATEGY 

REVENUE 

TELKOM 
INDONESIA 

INDONESIA 

This  state-owned  company  is  raising  more  than  $1  billion  of  equity 
in  Jakarta,  New  York,  and  London  as  part  of  the  government's 
privatization  drive. 

$1.8  BILLION 
^  30%. 

CHINA 
STEEL 

TAIWAN 

Once  a  sleepy  state  enterprise,  this  well-run  company  has  been 
privatized  in  a  major  bid  to  take  on  the  global  competition. 

$2.9  BILLION 
-^34% 

BIMANTARA 
CITRA 

INDONESIA 

This  company — with  holdings  ranging  from  a  private  TV  station  to  a 
plastics  maker — went  public  in  July  to  prepare  for  competition. 

$272  MILLION 
0.6% 

ELECTRICITY 
GENERATING  CO. 

THAILAND 

Spun  off  from  the  state  utility,  EGGO  expects  to  operate  more  efficiently 
because  management  has  more  flexibility  than  its  parent. 

$137  MILLION 
NA 

CDL 

SINGAPORE 

This  growing  hotel  and  resort  conglomerate  is  giving  regional  managers 
decision-making  responsibility  particularly  in  segments  of  the  business 
that  have  gone  public. 

$351  MILLION 
4fe^72% 
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What  If  You'd  Only  Traded  For 
That  Willie  Mays  Rookie  Card? 

He  was  the  "Say  Hey"  Kid,  with  two  National  League  IVIVP  Awards.  An  amazing  660 
career  home  runs.  A  rookie  card  now  worth  thousands,  if  you'd  only  known.  Well, 
here's  a  tip:  Advanced  Micro  Devices  is  a  leader  in  the  booming  market  for  flash 
memory.  With  its  ability  to  electrically  erase,  reprogram  and  permanently  store  data, 
flash  memory  is  a  key  technology  for  products  such  as  cellular  phones,  printers  and 
networks.  By  driving  advanced  flash  technology  and  building  a  new  billion-dollar 
fab,  we're  making  a  difference  to  our  customers  like  Motorola,  Hewlett-Packard  and 
Cisco.  That  type  of  commitment  makes  AMD  quite  a  promising  candidate  for  MVP. 
If  it's  a   good   idea.    If  it   makes   a   difference.    Run  with  it. 

AMD  B 

Run  with  it. 

1-800-222-9323    Internet:  http:/Awww.amd.com 


Philips,  Fuji  Insurance,  and  Alexander  Insurance.  As  part- 
ners, the  Asians  offer  access  to  markets,  capital,  and  the 
ability  to  manage  local  labor,  while  the  multinationals  bring 

in  technology  and 
management  know- 
how.  "It's  a  very  fer- 
tile combination,  com- 
and  a  genuine  matching 
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plementary  rather  than  combative 
of  needs,"  says  Redding. 

Even  companies  that  get 
the  right  management  mix 
and  the  latest  technologies, 
however,  face  another  crucial 
task:  zeroing  in  on  a  sharp 
business  focus.  Many  tradi- 
tional Chinese  owners  who 
have  built  conglomerates  re- 
fuse to  sell  off  acquisitions  as 
a  matter  of  face.  It's  an  ad- 
mission their  gi"oup  isn't  far- 
ing well.  Indonesia's  sprawUng 
Salim  Group,  for  example, 
owns  some  400  companies, 
which  it  is  now  in  the  process 
of  streamlining. 
GOOD  RIDDANCE.  Malaysia's 
Renong — a  group  of  eight  list- 
ed companies  that  accounts 
for  more  than  4%  of  the  mar- 
ket capitalization  on  the  Kua- 
la Lumpur  exchange — also  is 
wrestling  with  how  to  focus. 
Aside  from  its  infrastructure 
companies,  it  had  the  coun- 
try's largest  chain  of  hotels 
and  controlling  stakes  in  the  biggest  pubhshing  house  and  m 
a  private  TV  station.  In  1993,  Renong  started  to  concentrate 
on  infrastructure,  selling  off  its  publishing  and  media  inter- 
ests for  $320  million.  "To  be  honest,  we  are  glad  to  be  rid  of 
them,"  says  Halim  Saad,  Renong's  executive  chairman.  "It 
didn't  fit  into  our  total  mission."  His  managers  now  realize 
that  it's  better  to  be  an  infrastructure  powerhouse  than  a 
hodgepodge  of  investments. 

Fund  managers  who  comb  the  region  for  investment  op- 
portunities say  a  company's  ability  to  decide  where  to  con- 
centrate and  then  to  stick  with  it  is  crucial  to  sorting  out 
eventual  winners  from  losers.  "The  purer  the  company  and 
the  clearer  its  strategy,  the  more  the  stock  market  will  re- 


BRAIN  GAIH  An  East-\\fest  meeting 
of  the  minds  can  foster  a  more 
informal  corporate  culture 


INDONESIAN  ENTREPRENEUR  SUKANTO  TANOTO 
CONFERS  WITH  HIS  MANAGERS  IN  SINGAPORE 


ward  it,"  says  Laura  E.  Luckyn-Malone,  who  manages  $3.5 
billion  in  Pacific  Rim  money  for  Schroder  Capital  Manage 
ment  Inc.  "If  a  company  can't  tell  me  what  its  strategic  plan 
is,  why  should  I  put  my  shareholders'  money  in  it?" 
EVOLVING  CAPITALISM.  There's  no  doubt  the  Asian  giant; 
that  have  their  managerial  acts  together  will  power  their 
way  into  the  21st  century.  In  so  doing,  the  very  nature  ol 
Asian  capitalism  will  evolve  from  the  robber-baron  era  into 
a  distinctive  blend  of  the  world's  best  managerial  and  tech- 
nological knowhow.  The  companies  that  make  the  leap  to  glo 
bal  status  will  be  able  to  both  fend  off  multinationals  at 
home  and  compete  fiercely  with  them  in  the  region's  boom 
ing  markets.  Some  will  penetrate  more  deeply  into  the 


STRATEGY  6:  Forging  Strategic  Partnerships 


COMPANY 

COUNTRY 

STRATEGY 

REVENUE 

CHAROEN 
POKPHAND 

THAILAND 

The  giant  conglomerate  is  gaining  deptin  by  linking  up  with  foreign  players 
such  as  Nynex  in  the  telecom  market  and  Wal-Mart  in  retail. 

$7.6  BILLION 
^26% 

WYWY 
GROUP 

SINGAPORE 

Y.Y.  Wong,  founder  of  this  privately  held  Singapore  distribution  company, 
has  had  long  working  relations  with  Western  and  Japanese  multinationals. 
Now,  he's  teaming  up  in  telecom,  entertainment,  and  restaurants. 

$900  MILLION 
^  43% 

UMC 

TAIWAN 

The  semiconductor  manufacturer  is  expanding  its  reach  by  linking  up 
with  major  U.S.  partners,  including  Cirrus  Logic  and  Xilinx. 

$570  MILLION 

LEGEND 

CHINA 

This  emerging  computer  distributor  and  manufacturer  in  China  is  a  mar- 
riage of  a  Hong  Kong  software  house  and  Beijing's  Academy  of  Sciences. 

$480  MILLION 
50% 

MiTAC 

TAIWAN 

The  island's  second-largest  PC  maker  manufactures  for  Compaq,  Apple, 
and  AT&T.  It  is  jointly  developing  desktop  computers  with  Compaq. 

$570  MILLION 
-ill- 50% 
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Here's  one  way 
to  get 

attentioa 


TWENTIETH  CENTURY'S  INVESTMENT  RESULTS 

Average  Annual  Total  Returns  as  of  9/30/95' 


Life  of  Fund 


Fund 

^  5-Yeaf 

10-Year 

Ultra 

Investors 

r  41.8%  \ 

M  ^'•^'^ 

22.2% 

Visto 

Investors 

54.3%  1 

/  24.7% 

19.4% 

Giftrust' 

Investors 

49.6% 

1  38.2% 

26.9% 

Select 

Investors 

19.0%  1 

1  11.7% 

13.7% 

Growth 

Investors 

i    31.0%  J 

I  18.5% 

17.5% 

Heritage 

\  27.3%  y 

\  18.3% 

18.3% 

(11/2/81) 

14.8% 

(11/25/83) 

23.0% 

(11/25/83) 

16.6%,. 

(6/30/71) 


Investors 


*  Giftrust  is  an  irrevocable  trust  designed  to  be  given 
as  a  long-term  gift  to  someone  other  than  yourself 
or  your  spouse  ond  is  not  available  for  on  IRA. 


Heres  a 
better  way 
to  keep  it. 


Sure,  we're  happy  to  feature  the 
latest  one-year  returns  in  our  ads. 
But  we  sincerely  hope  you  won't 
invest  in  any  family  of  equity  funds, 
including  Twentieth  Century's,  based 
on  short-term  results. 

The  real  test  of  an  equity  fund, 
we  believe,  is  how  well  it  does  over 
the  long  haul,  meaning  periods  of  at 
least  5-10  years.  We  also  believe  stay- 
ing committed  to  a  fund  over  longer 
periods  is  the  best  way  to  maximize 
your  potential  returns.  On  that  basis. 
Twentieth  Century's  no-load  equity 
funds  have  compiled  a  notable  record. 

Naturally,  past  perfonnance  doesn't 
guarantee  the  future.  But  Twentieth 
Century's  long-term  record  and  time-tested  discipline  is  worth 
atoll-free  call  to  1-800-345-2021  to  find  out  more.  Just  ask 
for  a  prospectus  with  more  complete  information,  including 
charges,  expenses  and  mini- 
mums,  and  be  sure  to  read  it 
carefully  before  you  invest. 

Please  keep  in  mind: 
You  don't  always  have  to  be 
in  the  right  place  at  the  right 
time.  You  Just  have  to  be  in 
the  right  place,  over  time.'''* 


1-800-345-2021 

VIg  Internet:  http://networth.galf.com/twencent 


Data  quoted  represents  past  performance  and  assumes  reinvestment  of  all  distributions.  Past  performance  is  no  guarantee  of  future  results.  Investment  return  and  principal  value  will 
fluctuate,  and  redemption  value  may  be  more  or  less  than  onginol  cost.  **Although  Select  and  Growth  were  started  on  October  31, 1958,  their  performance  for  the  period  shown 
corresponds  with  Twentieth  Century's  implementotion  of  its  current  investment  philosophy  and  prachces  on  June  30, 1 971 . 

©  1995  Twentieth  Century  Services,  Inc.    P.O.  Box  419200    Kansas  City,  MO  64)41-6200  '  BSW 


U.  S.,  Europe,  and  Japan,  raising  competitive  pressures  in 
those  countries. 

Certainly,  the  progress  that  Asia's  best  companies  are 
showing  in  improving  their  management  and  moving  into 

new  industries  holds 
out  the  promise  that 
economic  momentum 
will  continue  to  build 
up  in  the  region.  "They're  lean  and  mean,  cost-effective, 
and  intuitive,"  says  James  B.  Haybyi'ne,  chairman  of  Strate- 
gic Thinking  Group,  a  management  consultancy  based  in 
Hong  Kong. 


Special  Report 


The  ability  of  these  companies  to  break  out  of  the  cheap- 
labor  and  asset-shuffling  stage  of  capitaUsm  will  be  of  utmost 
significance.  If  they  manage  to  do  so,  these  companies  will  b« 
unleashing  innovation  and  creativity  that  could  raise  th( 
quality  of  Asia's  economic  activity  to  levels  on  a  par  wit! 
those  elsewhere  in  the  industrialized  world.  That's  why  th( 
dynamos  that  succeed  in  manying  theii'  Eastern  traits  witl 
modern  Western  management  are  so  important  to  Asia's 
future. 

By  Joyce  Barnathan  in  Hong  Kong,  with  Pete  Engardu 
in  Singapore,  John  Winzenburg  in  Taipei,  and  bureau 
reports 


LIVE-WIRE  MANAGEMENT  AT  JOHNSON  ELECTRIC 


Like  many  Chinese  industrialists 
of  his  age,  Wang  Seng  Liang  was 
a  natural.  After  losing  his  textile 
business  in  Shanghai  to  the  Commu- 
nists in  1949,  he  quickly  reestab- 
lished himself  in  Hong  Kong.  By  the 
1960s,  he  had  built  Johnson  Electric 
Holdings  Ltd.  into  a  prosperous 
maker  of  tiny  motors  for  toys.  Wang, 
recalls  his  son  Patrick,  "made  deci- 
sions with  his  gut  and  was  usually 
right."  But  he  also  leaned  toward 
cheap  furniture  and  kept  the  factory 
lights  dim  to  save  on  electricity. 

If  Wang  typified  the  older  genera- 
tion, Patrick  Wang  Shui  Chung,  44, 
is  a  manager  for  the  next  era.  Each 
year,  as  managing  director,  he  ar- 
ranges "leadership  training"  outings 
at  a  U.  S.-run  Outward  Bound  camp 
in  Hong  Kong,  so  that  engineers  and 
managers  from  Johnson's  factoiy  in 
China  can  bond  with  theii"  Hong 
Kong  counterpails.  Johnson  gives 
employees  eveiything  from  low-inter- 
est home  loans  to  "creativity"  classes 
for  their  children. 
"NO  KING  AROUND  HERE."  For  the 
younger  Wang,  building  a  solid  core 
of  loyal,  motivated  middle  managers 
is  critical.  The  company,  whose  mo- 
tors are  now  used  in  evei-ything  from 
hair  chyers  to  car  windshield  wipers, 
had  1994  sales  of  $250  million.  Rising 
materials  costs  and  heavy  capital 
spending  have  kept  eainings  flat.  But 
Credit  Lyonnais  Securities  analyst  Si- 
mon Lam  thinks  Johnson's  moderniza- 
tion drive  will  pay  off.  "This  is  a  well- 
managed  company,"  says  Lam. 
Indeed,  if  double-digit  sales  growth 
continues,  Johnson  could  one  day  sur- 
pass Japan's  Mabuchi  Motor  Co. 

For  that  to  happen,  Johnson  needs 
an  organization  capable  not  only  of  re- 
sponding immediately  to  customers 
but  also  of  staying  on  the  cutting- 
edge  of  technology  and  market 
trends.  Cutting  thi'ough  nepotism  and 
secrecy,  the  younger  Wang,  a  Purdue 


University  graduate,  is  ushering  in 
worker  empowerment,  shared  data- 
bases, and  the  ideal  of  the  "flat"  or- 
ganization. "There  is  no  king  around 
here,"  Wang  says.  "My  job  is  basically 
to  create  the  culture  so  that  profes- 
sionals can  do  then*  job." 

To  respond  to  hundreds  of  custom- 
ers, ranging  fi'om  General  Motors 
and  Black  &  Decker  to  Krupp  and 
Mercedes-Benz,  Johnson  Electric 


engineers  in  white  lab  coats  toil.  The 
floor  is  now  cai-ved  into  work  areas 
where  small  industry  teams  from  the 
engineering  and  business  sides  work 
together.  In  the  middle  of  the  room, 
Wang  has  installed  what  he  calls 
"interactive  centers" — a  set  of  rooms 
siuTounded  by  glass  walls  where 
teams  huddle  for  strategy  sessions. 

Wang  has  spent  just  as  much  en- 
ergy trying  to  keep  himself  up-to- 


strives  to  turn  a  concept   QU^3S  WALLS  date.  Each  year,  for  ex- 
design  for  a  micromotor   ample,  he  goes  to 

into  a  product  in  just  a  Wang  DUllt  interac-  Harvard  business  school 
few  weeks.  That  re-         ^^yq  centers"  at  immerse  Wmself  in  an 

quires  working  hand  in  •.•   intensive  one-week  pro- 

glove  with  customers        JohnSOn  tilectriC         gi-am  for  young  execu- 
and  linking  design  cen-         gncOUraSe  tives.  Wang  says  he  bor- 

ters  in  the  U.  S.  and   -^v  ;   rowed  generously  from 

Europe  to  engineers  and   Staff  interaction  case  studies  of  Motorola 

factories  in  Asia.  Inc.  and  Procter  &  Gam- 

To  make  Johnson  agile,  Wang  is        ble  Co.  for  his  approach  to  worker 
dismanthng  big  departments  for  de-      empowennent  and  teamwork, 
sign,  engineering,  research,  and  test-        Wang  doesn't  salivate  over  every 
ing.  Instead,  workers  from  various        Western  management  buzzword.  He 
disciplines  are  being  divided  into  eschews  draconian  reengineering,  for 

more  than  30  small  teams  responsi-       example,  because  it  destroys  morale, 
ble  for  producing  and  selling  to  spe-      He's  intent  on  preserving  what  he 
cific  industries  such  as  autos,  power      considers  Asian  values,  such  as  loyalty 
tools,  or  kitchen  appliances.  to  workers.  To  become  a  world-class 

And  to  encoui'age  staff  interaction,     player,  however,  it's  clear  he  must 
Wang  redesigned  the  huge  floor  at         shed  the  secretive,  top-down,  ap- 
Johnson  headquarters,  in  Hong  Kong's    proach  that  served  his  father  so  well. 
Tai  Po  Industrial  Estate,  where  150  By  Pete  Engardio  in  Hong  Kong 


Program  of  thelfear 
Best  Customer  Service 
Best  Elite  Program 

Stop,  you're  making  us  blush. 


;s. 


People 


HEIRS  APPARENT 


WILL  THIS  NICE  GUY 
FINISH  FIRST? 

Don  Carty  may  have  what  American  needs  for  the  future 


Ask  any  industry  observer  about 
American  Airlines  President  Don- 
ald J.  Carty,  and  the  fu'st  thing 
you  hear  is  how  nice  he  is.  How 
respected.  How  skilled  with  people. 

Meet  Carty,  and  that  affability  is  ap- 
parent: The  lanky,  white-haired  Cana- 
dian has  a  strong,  direct  manner  and  a 
ready  smile.  But  if  everyone  focuses  on 
his  style,  it's  because  it  contrasts  so 
shai-ply  with  that  of  his  boss,  the  notori- 
ously abrasive  Robert  J.  Crandall,  who 
has  made  parent  amr  Corp.  and  Amer- 
ican a  powerhouse.  "The  way  Bob  goes 
at  things  gives  the  perception  of 
win/lose,"  says  a  fonner  officer.  But  Car- 
ty "attempts  to  make  things  work  out." 

You  can't  build  a  cai'eer  on  amiability, 
of  course;  acquaintances  also  credit  Car- 
ty with  keen  analytical  skills.  But  his 
ability  to  work  with  others  could  be  a 
key  asset  for  American  in  an  era  when 
compromise  and  partnership  have  be- 
come essential  in  labor  relations  and  in 
ever  more  important  global  alliances. 

One  reason  ceo  Crandall  decided  to 
relinquish  American's  presidency  last 
March  was  to  put  a  new  face  into  the 
crucial  and  contentious  talks  with  the  pi- 
lots, for  whose  ire  he  has  become  a 
lightning  rod.  Caity,  Crandall  says,  "is 
the  most  capable  guy  we've  got." 

Since  becoming  president,  Carty  ha> 
been  immersed  in  labor  negotiations, 
beginning  with  the  28,000-member 
Transport  Workers  Union.  In  October, 
the  airhne  and  union  concluded  a  pact 
Carty  describes  as  a  "breakthrough"  for 
both  sides.  Analysts  say  it  could  save 
American  moi'e  than  .$100  million  a  year. 
CONCESSIONS.  Talks  with  the  less  tract- 
able pilots'  union  are  now  under  way. 
The  outcome,  Carty  says,  will  deter- 
mine whether  and  how  fast  Amei-ican 
can  gi'ow.  He  argues  that  without  lower 
costs — including  some  $300  million  in 
savings  per  yeai"  from  the  pilots — Amer- 
ican can't  justify  investing  in  new  planes 
even  as  it  battles  lower-cost  carriers. 

So  far,  the  pilots  aren't  persuaded. 
Analyst  Raymond  E.  Neidl  of  Furman 
Selz  Inc.  expects  amr  to  earn  about 


$580  million  this  year*  and  $750  million  in 
1996,  after  preferred  dividends,  com- 
pared with  $343  million  last  year.  "This 
is  not  an  enviromnent  conducive  to  con- 
cessions," says  union  Pi'esident  James  G. 
Sovich,  who  nonetheless  credits  Carty 
with  smoothing  the  way  to  some  initial 
agi'eements. 

Carty,  for  his  part,  displays  a  degi'ee 
of  diplomacy  not  pi-eviously  evident  in 


ness  and  politics  was  critical,  says  Canf 
dian  ceo  Kevin  J.  Jenkins.  "America 
drives  hard  bargains,  and  Don  is  a| 
tough  as  anyone,"  he  says.  "But  he  als 
in  the  end  knows  how  to  find  wher| 
the  deal  is."  The  need  for  govemmerj 
approvals  held  up  the  accord  until  Apiij 
1994.  But  American,  which  investe 
$177  million  for  a  25%  voting  stake,  e>| 
pects  to  reap  $2  billion  over  20  years 
selHng  services  to  Canadian. 
BALANCING  ACT.  Many  observers  critj 
cize  Ameiican  for  not  moving  faster  o| 
other  global  alhances.  But  plenty  of  p- 
tential  partners  remain,  says  Carty,  anj 
American's  dominance  in  the  Westeri 
Hemisphere  should  attract  Europeaj 
carriers.  One  foreign  airline  executivj 
expects  doing  business  with  America] 
to  be  easier  once  Carty  is  in  charge. 

When  that  will  happen  no  one  know- 
Indeed,  one  challenge  for  Carty,  49,  is  t , 
extend  his  authority  without  alienatin  r 
liis  boss,  wlio  has  no  immediate  plans  t  i 


American's  executive  suite.  "Our  share- 
holders want  profitability,  but  they  also 
want  gi'owth,"  he  says.  "Tlie  pilots  want 
exactly  the  same  thing."  And  even  if 
American  doesn't  hit  its  savings  target, 
"we'll  have  the  dialogue  again." 

Such  forbearance  helped  Carty  in 
pursuing  American's  alliance  with  Cana- 
dian Airlines  Intemational  Ltd.  The  two 
sides  started  talks  in  1991.  But  in  July, 
1992,  cash-strapped  Canadian  began  ex- 
ploring a  merger  with  Air  Canada. 
Fearing  job  losses,  union  leaders  turned 
to  American  for  a  deal  to  save  the  air- 
line. They  met  several  times  with  Caity, 
who  detailed  the  concessions  labor  and 
creditors  would  need  to  make. 

Carty's  knowledge  of  Canadian  busi- 


step  down.  Crandall,  nearly  60,  sa 
only  that  he'll  retire  "sometime  befa 
I'm  65,  including,  like,  one  day  before 
So  far,  he  remains  enmeshed  in  oper 
tional  details.  Some  friends  of  Car 
doubt  he'll  stick  around  if  Crandall  dO' 
not  loosen  the  reins. 

Yet  patience  and  political  savvy  ha 
worked  for  Carty  within,  as  well  as  oijrip, 
side,  American.  Colleagues  say  1 
knows  when  to  push  Crandall  to  reco 
sider  a  decision — behind  closed  doo) 
of  course — and  when  to  stop. 

Carty's  easygoing  style  has  been  a 
parent  since  his  youth  in  Montre 
where  he  was  one  of  six  children  in 
close-knit  family.  Friends  say  he  cari 
more  about  partying  and  dating  th; 
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;ting  the  books  at  Queen's  University, 
ill,  he  received  an  honors  ba  in  eco- 
mics.  After  working  a  year  at  Cana- 
in  Pacific  Ltd.,  he  eamed  an  mba  at 
irvard  University. 

He  went  straight  to  Air  Canada, 
lere  he  held  various  finance  jobs  be- 
•e  moving  to  Celanese  Canada  Inc.  in 
74.  Four  years  later,  he  joined  a  hotel 
mpany  because  it  was  owned  by 
nerican  Airlines.  As  the  hotel  unit's 
nior  vice-president  for  finance,  he 
Iped  spruce  up  some  money-losing 
operties  just  as  the  real  estate  market 
•engthened.  American  unloaded  more 
an  20  hotels  at  prime  prices. 
That  success  let  him  move  to  the  air- 
e  side,  where  he  soon  became  a  key 
oject  coordinator  for  Crandall,  the 
w  president.  He  was  in  the  thick  of 
3  wrenching  changes  necessitated  by 
regulation,  including  gi-ounding  obso- 
e  planes  and  building  massive  hubs. 
Eager  to  run  his  own  show,  Carty 
t  in  1985  to  head  Canadian  Pacific's  CP 
r.  Two  years  later,  CP  was  sold  to  Pa- 
ic  Western  Airlines  Ltd.,  which  be- 

DONALD  CARTY  S 
FLIGHT  PATH 

Toronto,  Canada,  July  23,  1946 

^TION:  Honors  B.A.  in  econom- 
een's  University,  Kingston,  Ont., 
MBA,  Harvard,  1971 

)YMENT:  1971-87  Various  jobs  at 
lada,  Celanese  Canada,  American 

and  CP  Air 
Rejoins  American  as  senior  vice- 
int  for  planning 

,  1995  Elected  president  of  AMR 
Group  and  American  Airlines 

)NAL: Three  adult  children; 
id  earlier  this  year 

DATA;  BUSINESS  WEEK,  COMPANY  REPORTS 

me  Canadian  Airhnes.  Carty  passed 
the  No.  2  job  to  return  to  American 
senior  vice-president  for  planning, 
■andall,  he  says,  indicated  he  had  a 
od  chance  of  reaching  the  top. 
And  so  he  has.  But  with  major  deci- 
tns  still  hashed  out  jointly  by  top  ex- 
utives — and  with  Crandall's  clearly 
e  deciding  vote — Carty  remains  a  bit 
a  mystery.  Says  one  former  colleague: 
/e  won't  know  what  Don  Carty  is 
ally  like  until  Crandall  is  gone.  He's 
d  to  live  carefully  in  the  shadow  of 
is  killer-whale  guy."  That  Carty  will 
,er  American's  culture  is  certain.  The 
estion  is  whether  he  can  do  so  with- 
t  dulling  its  fierce  and  successful  edge. 
By  Wendy  Zelhier  in  Dallas 


When  did  you  get  your  first  bottle  of  Jack  Daniel's?  Write  us  and  tell  us  about  it. 


MR.  JACK  DANIEL  CHOSE  a  square  bottle 
for  his  whiskey,  he  said,  so  folks  would  know 
they  were  getting  a  square  deal. 

Mr.  Jack  wanted  a  bottle  as  distinctive  as  his 
Old  No.  7  Tennessee  Whiskey,  but  not  too 
fancy.  So  in  1895,  the  square  bottle  was  born. 
Since  we  still  mellow  our  whiskey 
as  he  did,  we've  never  changed  the 
shape.  If  your  interest  lies  in  a  smooth 
sippin'  whiskey,  we  recommend 
Jack  Daniel's.  But  if  you  like  fancy 
bottles,  well,  there's  no  shortage  of 
brands  to  pick  from. 


SMOOTH 
TENNESSEE 


SIPPIN' 
WHISKEY 


Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-85  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop  351),  Tennessee  37352 
Placed  m  the  Nattoiial  Register  of  Historic  Places  by  the  United  States  Government. 


REINVENTING 
THE  STORE 

How  smart  retailers  are  changing  the  way  we  shop 
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INTENSE  FOCUS 


SUNGLASS  HUT 

Offers  nothing  but  sunglasses-from  locations  in  malls,  airports, 
and  anywhere  else  that  has  enough  traffic.  Half  its  customers 
seek  it  out;  half  are  drop-ins.  Number  of  stores:  1,600 
worldwide.  1995  sales  (est.):  $410  million 


"NO  ONE  UNDERSELLS  SUNGLASS  HUTS," 
SAYS  THE  CEO.  "WE  JUST  WON'T  ALLOW  IT" 


THE  CAR  STORE 


CARMAX  (CIRCUIT  CITY) 

Applies  the  "big-box"  concept-big  selection,  good  service,  and 
decent  prices.  Inventoiy  of  500  to  1,000  used  cars,  compared 
with  150  for  most  dealers.  Entire  transaction,  including  financ- 
ing, can  be  done  in  an  hour.  Number  of  stores:  4  in  Southeast, 
2  more  expected  next  year.  1995  sales  (est.):  $288  million 

RIVALS  CLAIM  CARMAX  CARS  COST  MORE.  BUT 
CUSTOMERS  LIKE  THE  SERVICE  AND  SELECTION 


BB  moment  of  silence,  please,  foi-  those  fallen  on  i-etailing's 
battlefield.  A  dnimi'oU,  perhaps,  for  the  list  of  Chapter 
■  B  11  casualties,  lengthened  in  just  the  past  few  months 
■B  with  the  names  of  Caldor,  Bradlees,  Jamesway,  Edison 
nB  Brothers  Stores,  and  Hastings  Group.  With  the  criti- 
il  Christmas  season  just  getting  under  way,  merchants  ii'om 
scoimt  chains  to  specialty  apparel  stores  are  already  report- 
g  some  of  the  bleakest  sales  figiu-es  in  years.  Retail  sales 
mk  0.2%  in  October  after  a  dismal  0.1%  rise  in  September, 
tie  doleful  roll  call  is  certain  to  grow  longer  still. 
Pundits  point  to  the  usual  enemies  to  explain  the  carnage: 
slowing  economy  and  a  strapped  consumer.  And  tliis  would 
)t  he  the  retailing  business  if  somebody  didn't  blame  the 
eather:  This  year,  a  warm  fall  had  shoppers  shrugging  at 
veaters  and  hats.  Economic  woes,  at  least,  are  real  enough, 
actor  in  car  leases,  and  consumer  debt  has  hit  an  all-time 
gh,  stealing  16.6%  of  disposable  income  to  cover  monthly 
iyments.  And  with  big  employers,  including  3M  and  at&t, 
mouncing  yet  more  job  cuts,  consumers  aren't  in  much  of  a 
ood  to  shop.  Consumer  spending  increased  2.9%  in  the 


thir-d  quarter — paltry  compared  with  the  5.1%  jump  in  1994's 
end-of-year  spending  spree. 

The  economic  jitters  are  bad  enough.  But  retailing  faces  far 
more  fundamental  problems  of  its  own.  Simply  put,  tliis  is  an 
industry  that  has  lost  touch  with  its  customers.  The  consu- 
mers who  made  shopping  a  recreational  spoil  in  the  1980s 
now  have  less  time,  less  money,  and  less  stomach  for  the 
whole  experience.  With  75%  of  women  working  full  or  part 
time  and  still  shouldering  most  of  the  family  chores,  consu- 
mers have  become  precision  shoppers.  Over  the  past  15 
years,  they  have  cut  down  from  three  mall  visits  a  month  to 
1.6.  And  instead  of  stopping  by  seven  stores  at  a  clip,  they're 
down  to  just  three.  "Besides  being  tightfisted,  the  consumer 
is  increasingly  stressed  out  and  has  lower  tolerance  for  all  the 
iiTipertections  of  retail,"  says  Mona  Doyle,  president  of  Consu- 
mer Network  Inc.,  a  Philadelphia  market-research  firm  that 
surveys  shoppers. 

Those  imperfections  are  legion:  Selections  are  unsatisfying, 
prices  unappetizing,  service  unsatisfactory,  and  hours  and 
locations  inconvenient.  From  cars  to  food  to  clothes,  shopping 
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is  a  pain.  But  it  doesn't  have  to  be  that  way.  As  America's 
savviest  retailers  are  demonstrating,  customers  will  still  buy 
from  someone  who  can  offer  them  what  they  want,  when  they 
want  it,  where  they  want  it — and  all  at  the  right  price.  In. 
sector  after  sector,  innovators  are  using  knowhow,  technology, 
customer  focus,  and  merchandising  muscle  to  strip  retailing  of 
expense,  annoyance,  and  inconvenience. 

The  approaches  of  these  master  merchants  aren't  all  the 

same.  Some  hyper-ef- 
ficient operators,  such 
as  Wal-Mart  Stores 
Inc.  and  Home  Depot 
Inc.,  are  expanding  then*  offerings  and  shinnking  their  prices. 
Single-minded  specialists,  meanwhile,  dominate  naiTOw  cate- 
gories such  as  sunglasses  or  pet  food  vdth  the  deepest  selec- 
tions and  competitive  prices.  Still  other  retailers  are  staking 
their  claim  to  convenience,  whether  it's  McDonald's  Corp., 
making  sure  you  can  buy  a  Big  Mac  whei'ever  you  happen  to 
be  (box),  or  cue  International  Inc.,  letting  you  shop  by  phone 
for  everything  from  a  new  car  to  a  vacation.  There  are  even 
signs  of  hfe  among  department  stores.  Despite  soft  apparel 
sales,  they've  defended  that  market  from  specialty  retailers 
(page  96). 

"SEA  CHANGE."  These  creative  retailers  are  combining  with 
the  brutal  pressures  of  the  marketplace  to  drive  out  the 
slow,  the  old-fashioned,  and  the  inefficient.  Familiar  foiTnats 
that  endured  for  decades — supennarkets,  hardware  stores, 
discount  stores,  travel  agencies,  car  dealerships — are  being 
transfonned  or  superseded.  From  vast  megastores  to  tiny 
one-product  kiosks,  new  kinds  of  outlets  ai'e  springing  up  that 
look  nothing  like  the  stores  of  10  years  ago.  "There  is  a  sea 


THAT'S  ENTERTAINMENT 


INCREDIBLE  UNIVERSE  (TANDY  CORP. 
Combines  the  size  and  breadth  of  a  superstore  with 
the  glitz  of  a  theme  park.  Sells  electronics,  comput- 
ers, and  appliances  amid  product  demonstrations, 
karaoke  contests,  and  laser  shows.  Number  of 
stores:  17;  as  many  as  10  planned  for  1996. 
1995 sales  (est.):  $725 million 

OUTLETS  STOCK  85,000  ITEMS- 
AND  AIM  TO  MAKE  SHOPPING  FUN 

change  in  the  configui'ation  of  retailing,"  says  Isaac  Lagnad 
principal  at  New  York  consultant  Tactical  Retail  Solutions  Ir 
"The  innovative  retailers  are  the  ones  that  are  taking  mark 
share  from  everybody  else."  Not  all  the  new  fomiats  will  su 
ceed,  but  as  retailers  grapple  with  change,  these  innovato: 
point  the  way  to  the  re-stoiing  of  America. 

In  almost  every  category,  the  answer  to  the  question 
what  the  consumer-  wants  is  disanningly  simple:  more  for  les 
Wal-Mart  and  Home  Depot  became  national  powerhousi 
based  on  this  simple  insight.  They  did  it  by  relentlessly  cu 
ting  costs  at  every  stage,  from  manufacturer  to  store  shelf- 
and  by  demanding  help  from  then-  supphers,  who  became  i: 
creasingly  dependent  on  them  as  they  gi-ew  in  size  and  cloi: 

Since  1984,  Wal-Mart's  expenses  have  shrunk  from  19.1% 
sales  to  just  above  15.8%  over  the  past  12  months.  Wi1 
yearly  sales  approaching  $100  billion,  slated  to  grow  to  $2( 


FRENCH  FRIES  WITH  THAT  QUART  OF  OIL?' 


After  26  years  as  a  McDonald's 
franchise  owner-operator,  Thomas 
R.  Weber  can  put  together  a  milk- 
shake machine  bhndfolded.  He  has 
bagged  fries  by  the  million  and 
trained  platoons  of  store  managers  in 
grilling  burgers.  Now,  he's  learning 
how  to  change  the  filter  on  a  gasoline 
pump.  "I  was  reluctant  at  first,  but  it's 
not  that  big  a  deal,"  he  says. 

Welcome  to  McDonald's  Corp.  of  the 
1990s.  Weber's  Amoco-McDonald's 
combo  in  Lombard,  III,  is  one  of  a 
half-dozen  new  formats  that  are  help- 
ing the  giant  chain  get  bigger  still. 
While  investors  have  focused  on  Mc- 
Donald's gi-owth  overseas,  the  Oak 
Brook  (111.)  outfit  has  quietly  launched 
the  biggest-ever  dome.stic  building 
boom,  putting  Big  Macs  in  places  nev- 
er imagined  before.  This  year,  it  will 
open  1,000  U.S.  locations — up  fivefold 
from  a  few  years  ago  (chart).  "We 
think  we  can  keep  up  this  pace  for 
many  years,"  says  Vice-Chairman  Jack 
M.  Greenburg.  "It's  frankly  driving 
most  of  our  growth." 
ON  IMPULSE.  Behind  the  expansion  is 
an  epiphany  about  its  customers.  Most 
harried  shoppers  (75%))  decide  to  eat 
Big  Macs  and  Happy  Meals  just  five 


minutes  or  less  before  their  purchase. 
So  the  more  Golden  Arches  they  see — 
in  Wal-Marts,  Home  Depots,  gas  sta- 
tions, or  airports — the  more  they  buy. 
Quick  service  and  good  value  keep 
them  coming  back,  but  convenience 
draws  them  in.  Ti-ue,  the  building 
boom  carries  some  risks:  It  could  can- 
nibalize existing-stores  sales.  And  un- 
til the  new  formats  are  perfected — and 
standardized — profits  will  suffer.  But 
amid  cutthroat  competition,  inaction  is 
the  greater  risk.  With  his  five  other 
nearby  stores  vulnerable  to  encroach- 
ing chains,  "doing  nothing  would  have 
left  me  wide  open,"  Weber  says. 

Today's  construction  fever  is  a 
switch  from  a  decade  ago.  McDonald's 
used  to  focus  on  prime  locations  and 
big,  free-standing  stores.  That  worked 
fine — until  choice  sites  got  scarce.  In 
1991  and  1992,  U.  S.  expansion  slowed 
by  one-third,  and  market  share  eroded 
as  nimble  rivals  proliferated  on  lots 
McDonald's  wouldn't  touch.  Hungry 
for  growth,  the  burger  giant  began 
trying  smaller  stor-es. 

McDonald's  began  with  a  handful  of 

GOING  PLACES:  Golden  Arches  sprout 
at  gas  stations,  Wal-Marts — wherever 


III 


tiny  counters  in  Hartford  storef 
in  late  1991.  Within  a  few  mont' 
opened  an  outlet  in  a  California 
Mart.  But  along  with  the  Big  M 
confused  shoppers  found  snow 
and  hot  dogs,  a  legacy  from  a  c; 
that  occupied  the  spot  earlier, 
trial  and  error,  McDonald's  devt 
"satellites" — small  stores  with  c 
menus  of  the  best-selling  standi 
At  the  same  time,  it  cut  the  de 
ment  costs  of  its  full-size  restai; 
by  one-third  by  standardizing  tl 
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llion  in  five  years,  those  savings  add  up  fast.  And  the  con- 
ast  between  retailing's  quick  and  its  near-dead  is  stark  in- 
!ed.  Bradlees  Inc.  lumbers  along  under  an  expense  ratio  of 
1.4%;  Caldor  Corp.'s  is  24.4%.  Both  regional  competitors 
•e  now  in  Chapter  11  banki-uptcy  proceedings.  Kmart  Cor}3. 
ivotes  22.2%  of  its  sales  to  expenses. 
Wal-Mart  figured  out  early  on  that  most  of  any  item's 


cost  gets  added  after  the  prod- 
uct leaves  the  factory  and 
moves  through  the  supply 
chain.  Cost  savings  came  by 
forcing  suppliers  to  replenish 
inventory  only  as  it  was  de- 
pleted, by  cutting  the  number 
of  steps  on  its  way  to  the 
shelves,  and  by  whittling  down 
suppliers.  That  efficiency  has 
forced  other  retailers  to  strug- 
gle to  meet  Wal-Mart's  stan- 
dards for  low  prices — or  die. 
"They  are  exactly  where  man- 
ufacturers were  15  years  ago," 
says  Robert  C.  Blattberg,  ex- 
ecutive director  of  the  Center 
for  Retail  Management  at 
Northwestern  University's  J.  L. 
Kellogg  Graduate  School  of 
Management.  "WTiat  the  retail- 
ing business  has  been  doing 
over  the  past  five  years  is 
driving  out  costs." 
There's  no  doubt  that  retailers  need  to  go  thi'ough  a  shake- 
out  before  the  industry  can  prosper  again.  With  18.6  square 
feet  of  space  for  every  person  in  the  coimtry — more  than  dou- 
ble the  level  of  20  years  ago — there  are  simply  too  many 
stores.  In  1974,  each  square  foot  generated  an  average  of  $175 
a  year  in  sales.  Now,  it  brings  in  just  $166. 

But  even  as  the  number  of  stores  declines,  those  that  re- 


lent  and  designs.  Now,  it's  find- 
it  slots  originally  intended  for 
'  satellites  can  support  those 
r  traditional  stores.  Gas-station 
jch  as  Weber's  are  the  same 
nd  produce  the  same  volume — 
size  restaurants. 
I  FOR  US."  With  thousands  of 
al  locations  available,  McDon- 
ies  to  saturate  entire  markets 
atically — by  planning  several 
t  once  instead  of  one  store  at  a 
'he  chain  discovered  that  even 
tores  in  heavily  built  areas  do 
Consumers  respond  to  the 
f  convenience  by  buying  McDon- 
lod  more  often,  boosting  the  av- 
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erage  sales  per 
store.  That's  bad 
news  for  competi- 
tors such  as  Flori- 
da's Checkers  Drive- 
in  Restaurants  Inc., 
which  made  hay  in 
the  early  1990s  by 
plunking  its  double- 
drive-through  bur- 
ger stands  on  cor- 
ners where  a 
McDonald's  outlet 
couldn't  fit.  "McDon- 
ald's has  taken  a 
page  out  of  our 
book,"  moans 

Checkers  CEO  Albert  J.  Di- 
Marco.  "It's  the  right 
strategy  for  them.  It's 
tough  for  us." 

The  strategy  also  takes 
McDonald's  into  unfamiliar 
territory.  As  a  small  ten- 
ant in  big  stores,  McDon- 
ald's has  had  to  negotiate 
vdth  its  joint- venture  part- 
ners on  everything  from 
cost-sharing  to  signs. 
Cleanliness  can  be  a  prob- 
lem: That's  why  Weber 
took  over  cleaning  the  gas 
pumps  as  well  as  the  rest 
of  the  store  in  his  newly 
opened  Amoco,  receiving  a 


-  NUMBER  OF  NEW  
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fee  from  the  oil  compa- 
ny in  exchange  for  the 
service.  And  many  of 
the  new  formats  are 
smaller,  leading  some 
analysts  to  doubt  that 
average  sales  per  store 
will  continue  rising,  as 
McDonald's  expects 
they  will.  Mark  R. 
Miller  of  cs  First  Bos- 
ton Inc.  believes  small- 
er volumes  will  limit 
the  potential  at  smaller 
stores. 

Perhaps.  But  Mc- 
Donald's is  thinking 
big.  It's  already  in  700  Wal-Marts, 
with  hundreds  more  on  tap.  It  has 
only  18  Home  Depot  sites  open,  but 
it's  talking  about  800  by  1998.  Deals 
with  Amoco  Corp.  and  Chevron  Corp. 
could  translate  into  thousands  of  new 
stores.  Additional  co-branding  ven- 
tures with  supermarket  and  retail 
chains,  such  as  Incredible  Universe, 
are  under  way.  And  that's  all  in  addi- 
tion to  stepped-up  openings  of  tradi- 
tional stores.  Market  dominance  will 
make  it  tough  for  the  competition,  We- 
ber predicts.  "These  other  guys  will 
not  be  able  to  stand  the  heat  in  the 
kitchen."  And  those  kitchens  will  be 
everywhere. 

By  Greg  Burns  in  Oak  Brook,  III. 
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main  will  get  bigger.  The 
"hig  box"  or  "category  kill- 
er" has  already  made  its 
mark  in  some  segments, 
such  as  discounting  and 
toys.  Now,  the  approach  of 
ofifering  mind-boggling  as- 
sortments of  a  familiar 
product  at  a  reasonable 
price  is  spreading  to 
some  surprising  categories. 
Superstores  devoted  to 
single  lines,  fi'om  pet  food 
to  baby  items  to  books, 
abound.  Where  does  their 
market  share  come  ft'om'^ 
Out  of  the  hides  of  tradi 
tional  stores,  which  have 
already  ceded  entire  de- 
partments such  as  appli- 
ances, books,  and  sporting 
goods.  "You're  going  to  see 
the  same  thing  happen  to 
other  categories,"  says 
Thomas  I.  Rubel,  manag- 
ing partner  at  consultant 
Management  Horizons. 

Ah'eady,  Home  Depot  is 
moving  from  its  standard 
103,000-square-foot  format  to  superstores  of  135,000  square 
feet.  Office  Depot  Inc.,  the  dominant  office-supply  super- 
store, is  experimenting  with  a  4.5,000-square-foot  store  in 
Las  Vegas  that  will  dwarf  its  standard  30,000-square-foot 
layout.  Barnes  &  Noble  Inc.,  the  $1.6  bilhon  New  York- 
based  book  chain,  is 
building  30,000-squai'e- 
foot  superstores. 
And  successful  big- 
box  operators  are  looking  to  apply  their  formulas  to  new 
categories,  especially  ones  that  have  failed  to  keep  pace. 
With  83  new  stores  this  year.  Home  Depot  is  still  gi'owing 
fast  in  hardware  and  home  improvement,  but  sales  and  earn- 
ings over  the  past  four  quarters  have  been  uneven.  Now,  it 
hopes  to  become  a  dominant  retailer  in  another  fi-agmented 
market — home  decorating — with  its  new  Expo  stores.  The 
130,000-square-foot  stores  offer  do-it-yourselfers  access  to 
designers  as  well  as  good  prices  on  everything  fi'om  window 
treatments  to  gi'anite  countertops.  The  fii"st  three  Expos 
have  opened  in  San  Diego,  Atlanta,  and  Westbuiy,  N.  Y. 
NO-HAGGLE  PRICES.  Circuit  City  Stores  Inc.,  the  $5.6  billion 
electronics  giant  based  in  Richmond,  Va.,  is  applying  its  big- 
box  knowhow  to  the  most  universally  despised  shopping  ex- 
perience in  the  land:  buying  a  car  Its  four  CarMax  auto 
superstores,  which  sell  used 


Cover  Story 


computers  complete 
credit  check  and  prepar 
the  paperwork  for  an  aut 
loan.  Meanwhile,  mechanic 
look  over  the  customer 
current  car  and  provide 
written  offer  that's  goO' 
whether  it's  traded  in  on 
CarMax  replacement 
not.  The  process  can  tak 
less  than  an  hour.  Eac 
car  comes  with  a  30-da 
guarantee,  with  extende 
warranties  available.  "W 
were  looking  for  other  oj 
portunities  to  make  an  in 
pact  in  a  major  market 
says  W.  Austin  Ligon,  Ch 
cuit  City's  senior  vice-pres 
ident  in  chai"ge  of  CarMa 
"Large-volume  product 
whether  they  are  electroi 
ics  or  automobiles,  are  g( 
ing  to  sell  very  well  in 
superstore  environment 
Rivals  say  CarMax  cai 
generally  cost  $200  to  $3( 
more  than  the  same  thir 
elsewhere.  But  customei 


iri. 


cars  only,  are  based  on  no- 
haggle  pricing,  plenty  of  se- 
lection, and  great  service. 
Shoppers  browse  through 
the  offerings  from  easy-to- 
use  computer  kiosks  that 
print  a  photo,  price,  and 
specs  for  any  car  selected. 
They  also  print  the  row  and 
parking  space,  so  shoppers 
don't  get  lost  in  the  enor- 
mous CarMax  inventory  of 
500  to  1,000  cars. 

While  the  car  shopper  is 
taking  a  test  drive,  CarMax 


TOO  MUCH 
SELLING  SPACE. 
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AT  YOUR  SERVICE 


BYERLY'S 

Upscale  supermarket  chain  that  offers  rushed 
shoppers  lots  of  prepared  foods.  Other  touches: 
carpeting  to  deaden  noise  and  candy  kept  well  out  o 
reach  of  kids.  Expanding  to  Chicago  from  Minneapo- 
lis home  market.  Number  of  stores:  10,  with  3 
planned  for  1996. 1995  sales  (est.):  $250  million 

"WHAT'S  FOR  DINNER?"  BYERLY'S 
SAYS  ITS  ANSWER  IS  BEST 

say  the  service,  environment,  and  wan-anty  make  it  wort' 
while.  Kent  McCammon,  a  29-year-old  securities  analyst 
Virginia  Beach,  drove  two  hom's  to  the  Richmond  Cai'Max 
buy  a  late-model  Ford  Bronco.  "I  don't  think  it  was  a  barga 
but  it  was  exactly  what  I  wanted,"  he  says.  "I  didn't  want 
visit  eveiy  car  place  and  bargain.  I  hate  deahng  with  thai 
Circuit  City  says  its  four  CarMax  locations  are  still  expei 
mental,  but  analysts  expect  it  to  go  national  with  up  to  50  1 
cations.  That  would  represent  a  potent  threat  to  tradition 

car  dealers,  who  get  hi 
their  net  profits  from  use 
car  sales.  Even  more  frigl 
ening:  Negotiations  for 
Chrysler  new-car  franchi 
are  under  way. 

Car  dealers  aren't  tl 
only  ones  whose  way  of  se 
ing  is  being  challenged.  Ga 
E.  Hoover,  who  sold  1 
Bookstop  superstore  chain 
Barnes  &  Noble  in  1989,  w 
also  casting  around  for 
new  superstore  idea.  "I  we 
looking  for  an  industry  th 
was  big  and  growing  a: 


...IS  CHASING 
FEWER  SALES 
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hadn't  had  any  mai'keting  inno- 
vation for  many  years.  All  my 
research  kept  leading  me  to 
the  travel  industi-y,"  he  says. 
"Its  marketing  methods  are 
out  of  the  1950s." 

Last  year,  the  44-year-old 
Austin  (Tex.)  entrepreneur 
started  TravelFest  Superstores 
Inc.  to  offer  one-stop  shopping 
for  the  leism'e  traveler.  Travel- 
Fest customers  can  pick  up 
visa  applications,  travelers 
checks,  luggage,  and  gadgets, 
as  well  as  newspapers  and 
magazines  from  around  the 
world.  "Everything  you  want 
or  need  is  here,"  says  John  W. 
Schwartz,  a  40-year-old  nurse. 
Schwartz  was  at  the  Austin 
Ti'avelFest  checking  out  books. 


HO  BRICKS,  NO  MORTAR 


cue  INTERNATIONAL 

Sells  eveiything  from  cars  to  airline  tickets  by  phone 


maps,  and  videos  on  the  Czech  and  online.  Operators  search  a  database  of  250,000 
Republic  for  a  tnp  next  sprmg.  name-brand  products,  which  are  sliipped  directly  to 

TINY  KILLER.  Like  most  super-  ^         ,     j_i  r    i.        xt     v.  x> 

stores— but  unlike  most  travel      Customer  by  the  manufacturer.  Number  oi 
agencies— TravelFest  is  open  stores:  None.  1995  sales  (est.):  $1.3  billion 

seven  days  a  week,  from  9 

a.m.  to  11  p.m.  "Travel  is  about  COMING  ONLINE:  VIRTUAL  SHOPPING 
discretionary  income,"  says  —FOR  VIRTUALLY  ANY  ITEM 

Hoover.  "And  most  discretion- 
ary income  is  spent  on  the  weekends."  Hoover  says  sales  at 
his  two  Austin  stores,  with  a  combined  16,000  square  feet,  run 
$10  milhon  to  $20  miUion  a  year,  with  80%  of  that  coming 
from  tickets  and  reservations. 


Toys  'R'  Us,  Bed  Bath  &  Be- 
yond, and  Office  Depot  have 
shown  that  providing  depth  of 
selection  and  a  great  price  in  a 
single  product  category  can  be 
a  powerful  concept.  But  that 
doesn't  mean  category  killers 
all  have  to  be  cavernous  con- 
crete hulks.  Despite  its  tiny 
kiosks,  Miami's  Sunglass  Hut 
International  is  a  classic  catego- 
ly  killer — with  a  shaiply  nar- 
rower focus.  With  1,600  loca- 
tions throughout  the  U.  S., 
Canada,  Eiu'ope,  and  Australia, 
Sunglass  Hut  is  still  growing 
fast.  Sales  have  jumped  from 
$100  milhon  three  years  ago  to 
$244  miUion  this  year.  Earnings 
have  soared  almost  ninefold, 
from  $3.2  milhon  to  $28  milhon, 
wliile  the  stock  has  quadrupled, 
to  the  mid-20s,  since  1993. 

The  category  it's  killing  is 
tiny,  but  like  any  other  super- 
store. Sunglass  Hut  offers  con- 
venience, one-stop  shopping  in 
its  category,  and  a  competitive 
price.  "People's  time  is  so  lim- 
ited, they  don't  want  to  walk 
thi'ough  a  maze  of  categories,"  says  CEO  Jack  B.  Chadsey.  "If 
they're  looking  for  electronics,  they're  going  to  go  to  an 
electronics  specialty  store.  Sunglasses  are  no  different." 
Just  a  lot  smaller.  At  150  to  400  square  feet,  Sunglass 


IN  THE  BARGAIN  BASEMENT  OF  RETAIL  STOCKS 


5 


I  onsumers  searching  for  retail  bai'- 
1  gains  might  find  the  best  buys  on 
'Wall  Street,  rather  than  at  the  lo- 
cal mall.  With  the  Standard  &  Poor's 
500-stock  index  up  ahnost  29%,  many 
stocks  look  pricey.  But  the  broad  s&P 
retail-stores  index  is  up  just  10%,  down 
from  17%  earher  this  yeai*.  And  while 
the  index  has  regained  some  strength 
recently,  analysts  say  there  are  still  a 
few  good  buys. 

Investing  in  retailei-s  today  takes 
chutzpah.  As  Martin  J.  Whitman,  who 
runs  the  $295  million  Third  Avenue 
Value  Fund,  says:  "Boy,  does  the  retail- 
ing industry  stink.  You  really  have  to 
pick  your  spots." 

Whitman's  spot:  Charming 
Shoppes  Inc.,  a  women's-appai'el 
merchant.  Pait  of  the  stock's  ai> 


says.  After  sinking  to  2  in  Octo- 
ber, the  stock  now  trades  around 
3.  Whitman  notes  that  Charming 
is  weU-financed,  well-located,  and 
has  a  promising  new  merchan- 
dising manager.  While  the  com- 
pany has  posted  losses  in  recent 


quartei-s,  "they  could  go  back  to  earn- 
ing 70?  to  $1  per  share,"  says  Whit- 
man. "I'm  willing  to  own  it  for  five 
years  to  see  if  they  can  do  it." 
GRIM  CHRIST1VIAS.  There  ai'e  lower-risk 
ways  to  buy  retail.  "There's  a  lot  of 
shakeout  in  the  industiy,  even  bank- 
laiptcies  among  the  discount  stores.  So 
keep  an  eye  on  the  strong  companies," 
says  Gail  Bai'din,  co-manager  of  Hotch- 
kis  &  WUey  Equity-Income  Fimd.  She 
says  J.  C.  Penney  Co.  and  May  Depart- 
ment Stores  Co.  "ai'e  financially  soUd 
and  have  good  management  and  good 
dividend  yields."  The  risk:  "It  could  be 
dead  money  for  a  while  if  consumers 


BAHERED  BUYS? 


CURRENT  PRICE*  IWO  YEAR  HIGH 


CHARMING  SHOPPES(CHRS) 

13K 

i.e.  PENNEY  (JCP) 

46 

58^ 

MAY  DEPT.  STORES  (MA) 

42^ 

45 

NORDSTROM  (NOBE) 

38 

49  K 

WAL-MART  STORES  (WMT) 

23% 

30 

ai-e  overleveraged  and  Christmas  is 
dead." 

Merrill  Lynch  &  Co.  analyst  Daniel 
Barry  also  sees  good  buys.  He  Mkes 
"grovrth  retailers"  such  as  department 
store  Nordstrom  Inc.  and  discounter 
Wal-Mait  Stores  Inc.  At  price-earnings 
ratios  of  17.4  and  18.7,  respectively, 
"Nordstrom  is  at  one  of  its  lowest  mul- 
tiples in  the  past  10  yeai's,  and  so  is 
Wal-Mart,"  he  says. 

With  Chiistmas  exi^ected  to  be  slow, 
focusing  on  companies  that  can  boost 
earnings  without  strong  sales  may  pay 
off.  Salomon  Brothers  Inc.  analyst  Jef- 
frey Feiner  says  May  and  Seai's,  Roe- 
buck &  Co.  can  increase  earnings 
by  reducing  expenses  tied  to  sell- 
ing, administration,  and  interest 
rates.  His  12-to- 18-month  fore- 


for  Sears,  up  16%. 

Many  retail  stocks  deserve  low 
valuations.  But  others  are  being 
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I  verybody  answers  to 


answ€ 


VA)IA)^MIjS./^:^^^  In  the  same  way  companies  learn  and 
best  grOWa  whole  lot  FASTSR  and  ncde/:  f^^^Wlio  knows 


most  UlCCCSSjlli  companies  keep  customers  happy  ./^^  We've  gc 
mst  practuGS.  More  important,  we've  put  everything  into  wl 


Because  with  it,  you'll 


m 


w  ' 


rV\  all  the  best  ways  to  answer  to 


No  question  about  it.  The  Unisys  Custonierize  Process  ivorks.  To  learn  how  we  can  put  it  t( 


<^'i995  Unisys  Corpuration  Customerizi--  is  a  sf-n'ico  mark  of  LinisvsCi'rporaLion 


i 


teachers,  L^sa  l^apprentices  to  their  Itlasiters!,  even  captains  to  their 
leering  to  their  customers.  WTiat's  more,  the  companies  that  answer 


We've  studied 


how 


of  the  world's  ; 


.We've  got  the  figUFES .  We've  got  the  thinking        behind  these  j 


1  the  Customerize  process\H2^^^^^-lf^  Who  benefits 

4 


mers.  So  you  can, 


and  ^ied&;tm.  A, 


L,  reach  us  on  the  Internet  at  http://www.unisys.com/adv  or  call  1-800-874-8647,  ext.  25. 


UMSYS 


The   Information  Management  Company 


Hut  stores  can  often  be  found  in  mall  kiosks.  But  they  stock 
1,000  different  kinds  of  sunglasses,  compared  with  a  rack  or 
two  at  most  other  stores.  The  chain's  most  successful  location, 
at  London's  Heathi'ow  Airport,  does  $3  million  worth  of  busi- 

  ness  a  year-  in  just  300 

square  feet.  With  the 
operating  efficiencies 
that  come  from  size, 
No  one  undersells  Sun- 


Cover  Story 


Sunglass  Hut  can  offer  low  prices, 
glass  Huts,"  says  Chadsey.  "We  won't  allow  it." 

But  shoppers  aren't  concerned  just  with  price.  They're 
equally  stingy  with  time.  Although  consumers  have  shown 
they  won't  overpay,  they've  also  shown  they'll  pay  a  fair 
price  for  a  product,  location,  or  approach  that  saves  them 
time.  That's  especially  true  when  it  comes  to  food.  Boston 
Chicken  Inc.  has  expanded — fi'om  $.5.2  million  in  sales  in  1991 
to  almost  .$100  million  last  year — on  the  belief  that  just  be- 
cause families  don't  have  time  to  fix  home-cooked  meals  does- 
n't mean  they  don't  want  to  eat  them.  To  its  original  rotisse- 

WAL-  MART 

DQR-^  1  -  STUDIO 


rie  chicken,  Boston  Chicken  lias  added  meal  loaf,  ham,  and 
side  dishes  ranging  from  mashed  potatoes  to  steamed  vegeta- 
bles to  salads.  "We  sell  the  kind  of  food  Mom  would  make  if 
she  were  around,"  says  Chairman  and  ceo  Scott  Beck. 

Supennarkets,  the  staidest  of  stores,  are  also  waking  up  to 
the  demand  for  prepared  meals.  Consumers  spend  just  .5.5g  of 
eveiy  food  dollar  in  the  supennai-ket,  down  from  70c  30  years 
ago.  Byerly's  Inc.,  a  $2.50  million  Minneapohs  chain,  has  long 
specialized  in  premiimi  serace  at  a  price.  One  of  its  most  prof- 
itable areas  is  prepared  food:  It  canies  an  array  of  ready-to- 
eat  entrees,  such  as  salmon  with  mango  salsa  for  $4.55.  By- 
erly's recently  announced  a  plan  to  add  a  Wolfgang  Puck 
Pizza  Express,  complete  with  a  wood-fii'ed  oven.  "We  are 
better  at  answering  the  question,  'What's  for  dinner?'  than 
anyone  else  in  town,"  says  coo  Dale  Riley. 

Wal-Mart,  meanwhile,  could  end  up  do- 
ing to  the  gi'ocery  business  what  it  has 
already  done  to  discounting.  As  gi'owth 
slows  at  its  original  discount  stores,  Wal- 
Mart  is  unrolling  its  next  concept:  the 
188,000-square-foot  supercenter  that 
grafts  a  giant  gi'ocery  onto  the  discount 
store.  Wal-Mart  will  have  239  supercen- 
ters  in  place  by  yearend  and  an  addition- 
al 80  or  90  next  year. 

For  old-line  gi'ocery  chains,  the  implica- 


WAL-MART  CHANGES 
RETAILING'S  ECONOMICS 


COMPANY 

(UTEST  12  MONTHS) 


WAL-MART 

15.8% 

CIRCUIT  CITY 

19.0 

KMART 

22.2 

CALDOR 

24.4 

BRADLEES 

29.4 

FEDERATED  DEPT.  STORES 

33.3 

EVERYTHIHB  IN  ONE  PLACE 


WAL-MART  STORES 

Supercenters  acid  50,000  square  feet  of  grocery 
space  to  the  discount  store.  Half  the  food  shoppe 
buy  other  merchandLse,  boosting  discount- 
merchandise  sales  by  25%  to  30%.  Number  of 
stores:  239  by  yearend,  80  to  90  more  next  year. 

1995  sales  (est.):  $13.5  billion  (supercenters  only) 

SMILE:  PHOTO  SALES  BOOST 
THE  TOTAL,  TOO 

agi'ee  with  Roach's  premise:  Too  much  of  retailing  is  b 
ing,  or  worse,  unpleasant.  "They've  got  to  create  a  r( 
son  for  consumers  to  shop,"  says  Kellogg's  Blattbe 
Barnes  &  Noble  has  applied  that  idea  to  its  supi 
stores,  with  their  reading  nooks  and  armchairs. 
think  we've  turned  book-buying  into  a  foiTn  of  recreatio 
says  CEO  Leonard  Riggio.  Partly  because  of  the  chain's  i 
pact,  the  average  time  spent  in  a  bookstore  has  doubled  to 
minutes  a  visit  in  the  past  three  years. 

The  gr*eat  imknowoi  for  retailers  is  the  often  heralded,  n 
yet-airived  ei-a  of  onhne  retailing.  Few  sei-vices  have  attra 
ed  much  volume,  and  anyone  who  has  stared  for  long  minu 
at  the  hourglass  icon  on  a  screen  knows  why.  But  almi 
everyone  agi'ees  that  with  improved  technology,  the  day 
near  when  many  products  will  be  ordered  online  fi'om  hor 
Retailers  who  want  to  know  what  that  day  may  mean 
then-  businesses  have  only  to  look  at  cue  International, 
year,  cue  will  sell  more  than  10,000  cars,  book  $400  mil 
worth  of  airline  tickets,  car  rentals,  and  hotel  reservatio 
and  offer  its  customers  a  choice  of  429 
ferent  TV  models.  Yet  it  has  no  wai'ehoi 
no  stores,  and  no  inventory.  Instead, 
has  a  giant  database  on  250,000  produc 
Customers  dial  in  to  operators  who  seaj 
the  database  for  them  by  model  numt 
manufactiu'er,  or  featiu'e.  The  merchand 
is  sliipped  dir-ect  from  the  manufacture 
cue  prices  products  almost  at  co 
meaning  that,  even  with  a  shippi 
charge,  it  can  almost  always  beat  st( 
prices.  In  fact,  it  doesn't  care  whetl 


SELLING,  GENERAL,  AND 
ADMINISTRATIVE  COSTS 
AS  A  PERCENTAGE  OF  SALES 


ed  gi-ocery  industry,  in  which  the  top  10 
chains  control  less  than  30%  of  the  mar- 
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Revenues,  which  have  doubled  in  fc 
years,  to  an  estimated  $1.3  bilhon 


0 


22,000  Miles 
To  Be  Exact. 


For  the  first  time  ever,  you  con  moke 
'  and  receive  calls  from  virtually  anywfiere 
in  Nortfi  America  —  wiffi  SKYCELL^"^ 
Satellite  Roaming  Service. 

Get  Seamless  Cellular  Coverage. 

Designed  to  complement  —  not  replace  — 
)ur  normal  cellular  service,  SKYCELL  Service 
(tends  your  cellular  coverage  beyond  existing  cells 
rough  its  satellite  transmission  and  dual-mode 
iteliite/cellular  telephones.  When  you  place  a  call, 
e  phone  first  seeks  an  available  cellular  system, 
no  service  is  available,  the  call  will  be  processed 
a  the  SKYCELL  satellite  instead.  So  no  matter  where 
Dur  travels  take  you,  you're  never  out  of  touch. 


Get  Greater  Privacy. 

SKYCELL's  digital  technology  means  increased 
privacy  and  maximum  security  for  all  your  voice,  data 
and  fox  transmissions.  And  since  it's  available  through 
most  cellular  companies,  your  SKYCELL  billing  will 
appear  along  with  your  normal  cellular  charges  on 
your  regular  monthly  statement. 

Get  SKYCELL  Service  Today.  Call  1-800-991-5333. 

Find  out  for  yourself  how  SKYCELL  Service  can  help 
you  communicate  clear  across  North  America.  Call  us 
today  at  1-800-991-5333  for  more  information. 


Satellite  Roaming  Service 


The  power  of  change.  Samsung  measures  it  one  step  at  a  tin 


Samsung  is  ready  to  meet  the  challenges  of  a 
changing  world.  We've  focused  our  energies 
into  developing  key  technologies  for  the 
future.  Advanced  semiconductors 
for  imaging  and  multimedia.  ^f^' 


Biodegradable  materials  that  will  help 
preserve  our  ecosphere. 
Transportation  systems  for 
land,  sea  and  air.  Soon,  you'll  be  driving 
automobiles  manufactured,  controlled  and 


ere( 


ered  by  Samsung's  technology.  With  each  The  Samsung  Group 
product,  we  are  ascending  to  heights  of 


CCAI,  105  Challenger  Rd.,  Ridgefield  Park,  NJ,  USA  07660  •  Fax:  201-229-6058 

Electronics:  World's  First  256-megabit  DRAMAFT  LCD  Screens/High  Definition  TV's 
Vation  that  will  make  tomorrow's  world  a  Engineering:  Airaaft/Passenger  Cars/Commercial  Vehicles/Electric  Cars/ 

^^^^  --^^^^  Double-hulled  Tankers/High-speed  Ferries 

!r  place  for  all  of  us.      /  -  Chemicals:  Biodegradable  Resins/Fine  Chemicals 


step  at  a  time. 


^^^^^ 


1995,  consist  almost  entirely  of  annual  membership  fees. 
"The  intellectual  premise  was  to  offer  the  right  product  at  a 
cheaper  price  with  full  comparison  shopping,"  says  ceo  Wal- 
ter A.  Forbes,  who  helped  found  the  company  in  1973,  after 

the  idea  was  tossed 
around  at  a  dinner 
at  Harvard  business 
school. 

cue — formerly  Comp-U-Card — was  originally  planned  as  a 
computer  sei-vice,  but  Forbes  abandoned  high  tech  in  favor  of 
the  phone.  More  recently,  cue  has  added  interactive  offerings 
thi'ough  most  of  the  online  services,  and  it  has  moved  a  ver- 
sion of  its  service  to  the  Internet.  Peter  Evans,  a  stock 


Cover  Story 


trader  in  Ellensburg,  Wash.,  has  ordered  everything  fro 
washing  machines  to  computers  from  cue,  mostly  onhn 
"Time  is  part  of  it,"  he  says.  "But  to  tell  you  the  truth,  th 
have  better  prices." 

And  here's  the  beauty  part:  Forbes  points  out  that 
other  retailers'  fixed  assets — bricks,  mortar  and  inventory 
get  more  expensive,  cue's  assets — computers,  databases,  an 
telecommunications  equipment — are  getting  cheaper  That's 
trend  that  every  storekeeper  has  to  think  about  as  anothc] 
lean  Christmas  season  approaches. 

By  Mary  Kuntz  with  Lori  Bongiorno  in  New  York,  Keii 
Naughton  in  Detroit,  Gail  DeGeorge  in  Miami,  Stephan\ 
Anderson  Forest  iri  Dallas,  and  bureau  reports 


AN  ENDANGERED  SPECIES  MAKES  A  COMEBACK 


Just  a  few  years  ago,  department 
stores  looked  like  an  endangered 
species.  Their  prices  were  too 
high,  specialty  and  outlet  stores  were 
stealing  their  customers,  and  the 
wares  looked  the  same  whether  you 
were  in  Macy's  or  Mai'shall  Field's. 
But  the  death  knell  was  premature. 
"The  shock  and  surprise  of  the  mid- 
1990s  is  department  stores'  viability," 
says  retail  consultant  Alan  Millstein. 
"Their  bottom  lines  ai"e  a  lot  healthier 
than  anyone  would  have  forecast." 

The  resurgence  is  visible  in  eveiy 
region.  As  part  of  a  $5  biUion,  five- 
year  expansion  plan.  May  Department 
Stores  Co.  in  St.  Louis  says  it  will 
open  125  stores  around  the  country 
and  remodel  100  others  by  2000. 
Bloomingdale's  Inc.,  which  just  a  few 
years  ago  was  closing  stores,  is  ex- 
panding into  CalifoiTiia  with  plans  for 
as  many  as  six  stores.  And  in  1997, 
Minneapolis-based  Dayton  Hudson 
Coi-p.  plans  to  open  its  fu'st  new  Day- 
ton's store  in  the  Twin  Cities  area  in 
19  years,  along  with  a  new  Marshall 
Field's  in  Columbus,  Ohio.  "We  would- 
n't build  them  if  we  couldn't  pencil  in 
a  good  return,"  says  Stephen  E.  Wat- 
son, Dayton  Hudson's  president  and 
CEO  of  the  department-store  division. 
PRIVATE  LABEL.  What's  behind  the 
renaissance?  After  the 
battering  in  the  1990-92 
recession,  department 
stores  have  refocused  on 
their  most  defendable 
niches — upscale  apparel 
and  home  furnishings. 
Within  those  niches, 
they've  differentiated  theii' 
merchandise  and  cut  pric- 
es by  aggressively  devel- 
oping private-label  apparel 
offerings.  '  Department 
stores  know  they  can't 
compete  with  the  big-box 
stores  and  category  kill- 


ers, so  they're  specializing  in  what 
they  do  best,"  says  James  Lowry, 
marketing  department  chaiiTnan  at 
Ball  State  University  in  Muncie,  Ind. 

Like  superstore  rivals  such  as  Wal- 
Mail  Stores  Inc.,  department  stores 
are  cutting  costs  by  demanding  more 
from  suppliers.  And  theii'  reputation 
for  lousy  service  is  improving,  too. 


1992,  new  management  led  by  Arthui' 
C.  Martinez,  then  CEO  of  Sears  Mer- 
chandise Group,  launched  a  campaign 
to  turn  the  chain  around.  Sears  reno- 
vated its  stores  and  aggressively  re- 
ci-uited  name  brands,  especially  in 
high-margin  women's  apparel.  Then,  it 
ballyhooed  the  changes  with  its  "Soft- 
er Side  of  Sears"  ad  campaign.  The 


UPSCALE  NICHES:  Refocusing  on  apparel  and  home  furnishings 


One  of  the  biggest  comeback  sto- 
ries is  Sears,  Roebuck  &  Co.  The  800- 
store  chain  posted  a  $2.9  billion  loss 
in  1992  after  discounters  such  as  Wal- 
Mart  eroded  its  fi-anchise.  But  in 


DEPARTMENT  STORES  ON  THE  MOVE 


Opening  125  new  depart- 
ment stores  and  remodel- 
ing 100  others  as  part  of  a 
$5  billion,  five-year  expan- 
sion plan. 


SEARS 


Opened  17  new  depart- 
ment stores  and  remodeled 
another  120  in  1995. 


FEDERATED 


Opened  four  department 
stores  in  1995.  Will  open 
three  more  by  1997. 


NORDSTROM 


Continuing  its  steady 
expansion,  opened  four 
new  stores  this  year  and 
will  open  another  four 
in  1996. 


result:  Sears  Merchandise  Group  post- 
ed $1.6  billion  in  operating  profit  dur- 
ing 1993  and  1994.  "People  thought 
Sears  was  dying  a  slow  death.  Its 
comeback  is  really  a  testament  to  the 
department  store's  concept 
of  one-stop  shopping,"  says 
Robert  Buchanan,  an  ana- 
lyst at  Nat  West  Securities 
Corp. 

Will  department  store 
rebiiths  continue?  If  they 
stay  focused  on  what  they 
do  best  and  keep  improv- 
ing efficiency,  there's  no 
reason  why  not,  say  con- 
sultants and  analysts. 
These  dinosaurs  ai"e  acting 
awfully  fiisky. 

By  Susan  Clmndler 
in  Chicago 
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GUNNING:  CEO  Cayne  is  targe  jg 
ing  emerging  markets  oversea 


SECURITIES  FIRMS 


CAN  BEAR  STEARNS 
TRADE  UP? 

The  scrappy  firm  must  retool  to  become  a  global  contender 


A visit  to  James  E.  Cayne  at  his  of- 
fice at  Bear,  Steams  &  Co.'s  Man- 
hattan headquarters  is  never  dull. 
An  animated  stoiyteller  and  natu- 
ral salesman,  the  61-year-old  chief  exec- 
utive likes  to  regale  visitors  with  tales 
about  his  travels,  philosophy,  competi- 
tors— and  deals.  Next  to  his  desk  is  an 
oversized  deal  momento:  a  shiny  red 
motorcycle,  a  gift  fi-om  Ek  Chor  China 
Motorcycle  Co.,  a  Chinese  company  that 
he  helped  win  an  undeiwriting  assign- 
ment from  in  1993. 

Cayne,  known  as  .Jimmy,  is  feeling 
pretty  good  these  days.  Bear  Steams 
has  long  been  one  of  the  most  profitable 


fu'ms  on  Wall  Street,  with  one  of  the 
highest  retums  on  equity — pretax  roe 
was  21.6%  in  the  year  ending  June, 
199.5.  Its  biggest  business,  mortgage- 
backed  securities,  has  been  weak,  caus- 
ing 1995  earnings  to  fall  38%.  But  the 
fiiTTi  reboimded  with  strong  results  from 
other  areas  in  the  quaiter  ended  in  Sep- 
tember. And  after  over  a  decade  of 
building  its  investment  bank,  the  film  is 
making  considerable  progi'ess.  Cayne  is 
convinced  that  Bear  Steams  is  on  the 
cusp  of  gi'eatness.  "No  fii'm  ever  felt 
the  way  we  feel  about  ourselves,"  he 
says.  "The  right  word  is  passion." 
Bear  Steams  is  an  anomaly  on  Wall 


Street.  Its  major  competitors  h£  ^ 
become  highly  stmctured,  mu 
layered,  and  broadly  diversifi 
But  though  it  is  a  public  comps  .» 
with  over  7,400  employees,  "t 
Bear"  retains  the  feeling  of  an 
formal,  old-fashioned  partners 
run  by  partners  who  take  a 
ceral  interest  in  theii'  trading  pc 
tions.  Its  culture  stresses  ent 
preneurship,  thriftiness, 
perfoiTnance — and  rich  rewards 
those  employees  who  excel 
these  virtues.  The  firm  is  ad( 
not  only  at  mining  opportunit 
but  in  sidestepping  disaste  ire 
While  many  finns  took  big  hits  )! 
mortgage-backed  securities 
1994,  Beai'  Steams  avoided  losi 

For  all  the  firm's  succe  it 
Cayne  faces  tough  challenges 
knows  that  parts  of  the  culti 
need  retoohng.  He  wants  to  bi 
investment  banking  to  repi 
dwindling  revenues  from  mcAw 
gage-backed  securities,  which  v 
hit  with  a  mass  exit  of  five  of 
senior  employees  this  fall.  But 
firm  is  still  at  heart  a  stre 
smart,  eveiy-man-for-himself  tr 
ing  house.  Investment  banki 
by  contrast,  is  antithetical  t( 
trading  culture,  stressing  collaborat 
and  long-term  relationships.  It  hai 
long  way  to  go  to  reach  its  goal  of 
coming  a  classy  investment  bank  tffni 
serves  blue-chip  corporations  vrith 
integrated  team  of  employees.  "B' 
Steams  as  an  investment  bank  is  stil 
its  infancy,"  concedes  one  employee. 
CULTURE  CLASH.  This  is  especially  b 
in  fast-growing  overseas  mark(  ni 
where  Bear  Stearns  is  a  mid-s 
domestic  firm  surrounded  by  glo 
giants.  Only  6.7%  of  its  revenues  cc 
from  abroad,  vs.  27%  for  Menill  Ly: 
&  Co.  Instead  of  making  massive 
vestments  to  span  the  globe,  B 
Stearns  is  spending  cautiously  in 
lect  emerging  markets.  "They  can  s 
ceed  as  a  specialty  player  in  niche  n 
kets,"  says  Guy  Moszkowski,  an  anal 
at  Sanford  C.  Bernstein  &  Co.  1 
"they  are  certainly  too  small  to  b' 
major  global  powerhouse." 

Moving  to  a  more  collaborative 
tm-e  would  clash  with  Bear's  comper 
tion  system,  which  stresses  strict  j|iitii 
for  performance.  The  system  also 
eludes  an  unusual — and  sometimes  d 
sive— two-tier  pay  policy.  The  six  mi 
bers  of  the  executive  committee  di 
up  a  bonus  pool  tied  to  the  fiiTn's  ove 


98  BUSINESS  WEEK  /  NOVEMBER  27,  1995 


>OQv'c  RETURN  ON 

>K3dl  b  EQUITY  IS  HIGH... 

i'ccOTtI'IqIo       aftertax  return  on  equity, 

JOOdltldltJ  AVERAGE  30 '94 

;AR  STEARNS 
^RRILL  LYNCH 
JRGAN  STANLEY 
JNEWEBBER 
iLOMON  BROTHERS 

v.  SANFORD  C  BERNSTEIN  t.  CO  , 
JRITIES  DATA  CORP,  UPPER  ANALYTICAL 
JRITIES,  COMPANY  REPORTS 

.  The  276  senior  managing  directors 
paid  mostly  based  on  their  own  and 
r  individual  unit's  results.  But  gener- 
the  top  executives  make  much  more 
I  the  senior  managing  directors.  In 
il  1995,  the  top  executives  got  rich 
ases — Cayne  got  $8.8  milhon  and 
jnberg  got  $8.2  million — while  many 
or  managing  directors  took  huge 
.  Cayne  says  the  top  executives  still 
;  a  50%  pay  cut  in  1995,  adding  that 
le  firm's  profits  are  flat,  they  get 
$200,000. 

inally,  Cayne  must  prove 

he  is  a  worthy  successor 
the  legendary  Alan  C. 
snberg,  age  68,  known  as 
.  Cayne  became  CEO  in 
5.  He  actually  runs  the 

and  chairs  the  all-impor- 
.  committee  that  deter- 
3S  what  everyone  but  the 
;utive  committee  is  paid. 

Greenberg,  who  chairs 
executive  committee,  still 
ionifies  the  firm's  identity. 
■  Cayne  can't  meet  these 
lenges,  Bear  Steams  might 
5  to  sell  out,  most  likely 

big  European  bank.  Any 
would  have  to  be  attrac- 

to  employees,  though,  be- 
le  the  fiiTn  is  37%  employ- 
wned.  "People  here  don't 
t  to  sell,  but  we  know 
•e  being  looked  at,"  says 
Ten  J.  Spector,  head  of 
i  income  at  Bear  Steams. 
Jiy  buyer  would  have  to 

with  Bear  Stearns's  re- 
ned  quirkiness.  It  has  the 
est  board  of  directors  in 

U.  S.,  with  38  members, 
enberg  sends  intemal  memos  tliat 
;e  a  fictitious  character  named  Haim- 
kel  Mahntz  Anaynikal,  who  spouts 
M'isms.  And  employees  earn  big  re- 
ds for  ratting  on  their  bosses  for 
narking  trading  positions. 
lATIO  ALGER.  Bear  Stearns  has  a 
ck  for  seizing  opportunities  over- 
:ed  by  others,  hii-ing  top  people,  and 
ding  strong  franchises.  Examples: 
in  American  investment  banking, 

by  Stephen  M.  Cunningham,  and 


...AND  ITS  DEAL 
RECORD  IS  STRONG.. 

MERGER  &  ACQUISITION  RANKING 
1995* 


1990 

34 
7 
2 

8 
5 


...BUT  THE  STOCK 
LAGS  COMPETITORS. 

PERCENT  CHANGE  FROM 
DEC  90  TO  NOV,  95 


.AND  BEAR  LACKS 
GLOBAL  CLOUT 

PERCENT  OF  REVENUES 
FROM  OUTSIDE  U  S, 


5 
4 
1 

23 
9 


•THROUGH  11/13/95 

mortgage-backed  securities,  now  mn  by 
Spector. 

The  fiiTn's  most  coveted  ft-anchise  is 
clearing  and  settling  securities  trades 
for  institutions  and  money  managers. 
This  provides  about  one-third  of  its  in- 
come and  is  the  steadiest  part  of  its 
earnings,  says  Smith  Barney  Inc.  ana- 
lyst Alison  Deans.  It  accounts  for  a 
huge  12%  of  the  New  York  Stock  Ex- 
change volume.  The  unit  also  makes 
margin  loans  and  bon-ows  stock  so  cli- 


The  every- 
man-for- 
himself 
trading  house 
has  a  long  way 
to  go  before 
it's  a  blue-chip 
investment 
bank  with  an 
integrated 
team 
approach 


ACE  GREENBERG 
IS  A  TOUGH  ACT 
TO  FOLLOW 


i'nl.-<  can  sell  short.  "Bear  plays  from 
its  strength,  which  is  financing  and 
clearing,"  says  Long  Tenn  Capital  Man- 
agement paitner  Eric  Rosenfeld,  a  cMent. 

Bear  Stearns's  scrappy  culture  is  a 
cleai"  reflection  of  Jimmy  and  Ace.  Green- 
berg started  at  the  finn  46  yeai-s  ago, 
making  $32.50  a  week  as  a  clerk,  and 
became  ceo  14  years  later.  An  amateiu- 
magician  and  yo-yo  aficionado,  he  is 
known  for  his  superb  trading  sWUs,  phi- 
lanthropy, quick  decision-making,  and  for 


0        10        20        30  40 
►  PERCENT  OF  1994  REVENUES 

harshly  berating  employees,  then  forget- 
ting about  it  20  minutes  later.  He  sits 
on  the  equity  trading  floor  and  remains 
an  active  broker,  with  an  impressive 
client  list.  "I  spend  all  my  time  trying  to 
bring  in  business,"  says  Greenberg. 

Cayne  has  his  own  Horatio  Alger  sto- 
ry. He  went  to  Purdue  University  to 
study  engineering,  but  dropped  out  after 
three  and  a  half  years  when  he  learned 
a  failing  gi-ade  in  French  meant  he'd 
have  to  stay  another  year  After  a  stint 
in  the  Army,  he  worked  for 
six  years  as  a  scrap-iron  sales- 
man in  his  wife's  family  busi- 
ness in  Chicago. 

Moving  to  New  York  in 
1964,  he  earned  his  living  as  a 
bridge  player  on  the  "rubber- 
bridge"  circuit,  where  games 
are  played  for  money.  At  age 
35,  he  joined  Bear  Steams  as 
a  broker.  When  he  inter- 
viewed with  Greenberg  for 
the  job,  Greenberg  discovered 
Cayne,  a  world-class  pro, 
shared  his  fascination  with 
bridge.  Bridge  was  also 
Cayne's  ticket  to  his  first 
client,  Laurence  A.  Tisch,  one 
of  Cayne's  bridge  buddies. 
Cayne  was  in  demand  as  a 
partner.  "I  was  like  a  toy — 
the  bridge  toy,"  says  Cayne. 
"If  I  was  their  bridge  part- 
ner, they  would  win." 

Cayne  has  a  street-savvy 
air  He  uses  profanities  and 
reads  the  New  York  tabloids. 
He  sits  on  the  same  floor  as 
the  firm's  retail  brokers  in  the 
New  York  headquarters.  One 
recent  accomplishment  was 
personally  recruiting  31  top  brokers 
from  competitors. 

Individual  enterprise,  of  course,  is  a 
Bear  Stearns  hallmark.  But  achieving 
its  investment  banking  aspii-ations  will 
require  teamwork — and  a  compensation 
system  that  rewards  it.  Investment 
bankers  must  develop  long-term  rela- 
tionships and  cooperate  with  colleagues 
with  no  immediate  payoff.  "The  eleva- 
tion of  the  individual  is  not  a  good  strat- 
egy for  cooperative  tasks,"  says  a  for- 
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mer  employee.  "There  is  a  lot  of  bit- 
terness each  year  because  some  get  paid 
a  lot  and  others  who  helped  get  paid  a 
little."  Not  so,  says  William  J.  Mont- 
goris,  Bear  Stearns's  chief  operating  of- 
ficer. "The  comp  system  is  a  great 
strength  of  the  fii"m." 

Under  investment  banking  head  Alan 
D.  Schwailz,  Bear  Steams  has  made  ma- 
jor progi-ess.  This  year,  it  assisted  Walt 
Disney  Co.  when  it  bought  Capital  Cit- 
ies/ABC Inc.  and  worked  for  Time  Warner 
Inc.  behind  Morgan  Stanley  when  Time 
Warner  bought  Tlimer  Broadcasting  Sys- 
tem Inc.  These  two  huge  deals  pushed  it 
into  the  No.  5  spot  in  mergers  and  acqui- 
sitions through  Nov.  13,  up  from  ;B4th  in 
1990.  "Eveiyone  says  they  are  in  it  for 
the  long-teiTn  relationsliip,  but  Alan  [ac- 
tually] conducts  himself  that  way,"  says 
Richard  Bressler,  chief  financial  officer 
of  Time  Wamer 

Overseas,  though.  Bear  Steams  has 
stepped  on  some  landmines  that  show  it 
still  has  a  few  things  to  leam  about  Asia 
and  investment  banking.  In  1998,  it  won 
the  mandate  for  a  $770  milHon  equity 
underwriting  for  Consolidated  Electric 
Power  of  Asia,  cepa  was  spun  off  from 
Hopewell  Holdings  Ltd.,  the  Hong  Kong- 
based  real  estate  developer  owned  by 
Gordon  Wu.  Bear's  bankers  worked  for 
months  preparing  the  c:epa  prospectus. 
CANNY  FRANCHISER.  But  a  few  days  be- 
fore the  prospectus  was  to  be  issued, 
says  Cayne,  Wu  insisted  that  the  deal 
price  be  fixed  well  in  advance,  wliich  is 
how  deals  are  done  in  Hong  Kong.  In 
the  U.  S.,  deals  ai'e  priced  very  close  to 
the  sale  date.  Committing  early  under 
the  Hong  Kong  way.  Bear  Steams  could 
suffer  potentially  huge  losses  on  the 
$770  million  issue  if  the  market  fell  in 
the  interim. 

Bear  Steams's  credit  committee  then 
vetoed  the  issue  as  too  risky,  subjecting 
the  firm  to  a  major  embairassment.  Wu 
awarded  the  deal  to  two  local  houses. 
Bear  was  ultimately  given  a  minor  role, 
but  only  after  Cayne  threatened  to  de- 
lay the  release  of  a  regulatory  filing 
that  would  pei-mit  the  stock  to  be  sold 
in  the  U.  S.  Wu  declined  comment. 
Cayne  says  Bear  didn't  lose  any  money 
and  that  he  is  still  friendly  with  Wu. 

Schwartz  insists  he  remains  as  com- 
mitted as  ever  to  overseas  investment 
banking.  "We've  always  built  fi-anchises," 
he  says.  "We've  just  never  said,  build  a 
franchise  at  any  cost."  That  may  seem 
shortsighted,  given  its  long-teiTO  goals. 
But  with  its  impressive  record  of  ft-an- 
chise  building,  it  wouldn't  be  wise  to 
bet  against  the  Bear. 

By  Leah  Nat  ham  Spiro  in  New  Yark, 
ivitli  Pete  Engtirdio  in  Hong  Kcmg 


INSURANCE 


FROM  NEAR-GASUALH 
TO  HOT  PROPERTY 

Savvy  investors  eye  Aetna's  $5  billion  property/casualty  unit 


It's  a  slow-gi'owth  business 
with  paltry  returns,  soft 
pricing,  vicious  competi- 
tion. So  how  come  such 
smart-money  types  as  Henry 
Ki-avis,  Sandy  Weill,  and  the 
Tisch  brothers  are  so  eager 
to  get  a  bigger  piece  of  it? 

They're  the  bidders  in  an 
auction  for  the  property  and 
casualty  insurance  division  of 
Hai-tford-based  Aetna  Life  & 
Casualty  Co.,  which  is  now  DEAL?  CEO  Compton 
refocusing  on  managed  health  wants  a  pact  soon 
care.  Bedeviled  for  years  by 


immeasurable  potential  environmental 
losses  and  battered  by  such  recent  nat- 
ural disasters  as  Hunicane  Andi-ew  and 
the  Northridge  (Calif)  earthquake,  the 
undeiperfoiTning  unit,  which  has  $5  bil- 
lion in  revenues,  has  been  on  the  block 
since  early  this  yeai*.  But  interest  has 
suddenly  surged.  Sources  think  a  deal 
could  be  imminent.  "It  amazes  me  that 
a  company  you  couldn't  give  away  three 
months  ago  has  now  turned  into  the 
hottest  girl  at  the  — 
prom,"  says  Oppen- 
heinier  Inc.  analyst 
Alice  D.  Schroeder. 

What's  changed? 
For  one  thing,  Aetna 
has  begim  cleaning  up 
its  property/casualty 
business.  In  July,  it 
bolstered  reserves  for 
future  environmental 
claims  by  $7.50  million, 
to  $1.2  'billion.  Then, 


The  Likely  Bidders 

KKR  The  investment  group, 
which  bought  Aetna's  reinsur- 
ance business  three  years  ago, 
would  combine  Aetna's  business 
with  Xerox'  insurance  holdings. 


knack  for  streamlining  ti'i 
bled  multiline  insurers,  \\  n 
wring  more  profits  out 
Aetna's  high -cost  opera tii 
Kohlberg  Ki'avis  Ro'he 
&  Co.,  emboldened  by 
successful  1992  investmeni 
American  Re  Coi-p.,  is  m 
ing  a  big  bet  on  insui-;ii 
believing  the  business 
undervalued.  It  wants  to 
leverage  to  buy  not  onl>' 
Aetna  unit  but  Xerox  Cor 
$2.7  billion  insurance  lui 
nesses.  kkr  is  appealiiiL' 
the  emotions  of  Aetna's  property/ca.-i 
ty  managers  by  offering  to  lead  a  li 
out  that  would  largely  preserve  th 
isting  fi-anchise.  Aetna  executive- 
said  to  be  leery  of  a  leveraged  lii 
Others  circling  Aetna  include 
Greenberg,  son  of  American  Intci 
tional  Group  Chief  Executive  Main 
Greenberg  and  a  former  aig  execuM 
Aetna  ceo  Ronald  E.  Comptnr, 
known  to  want  a  deal  before  the  em 

■miiii  ■  —  the  yeai'  and  i- 

pected  to  ask  foi 
offers  within  the 
couple  of  weeks, 
company's  stock 
run  up  to  $75  i 
$48  late  last  year 
assumptions  thai 
property  and  c;i 
ty  business  woul.- 
sold  this  year.  Pr^  . 
familiar  with  the 
gotiations  say 


TRAVELERS  Sandy  Weill  may 
be  looking  to  marry  Aetna's 
property  and  casualty  unit  with 
a  revamped  Travelers,  generat- 

the  absence  of  huge    wants  a  price  ; 

CNA  This  Tisch  Brothers  opera- 
tion already  has  a  big  deal  under 
its  belt,  the  1994  purchase  of 
Continental  for  $1.1  billion. 


catastrophic  losses  and 
environmental  claims 
in  the  third  quarter 
led  to  a  176%  increase 
in  property/casualty 
earnings,  to  $102  million. 
HAPPY  SHAREHOLDERS.  Each  of  the  bid- 
ders has  strong  reasons  to  pick  up  the 
property.  Adding  Aetna  to  the  Tisch- 
backed  CNA  financial  Corp.,  which 
bought  Continental  Insurance  Co.  in 
1994,  would  make  cna  the  dominant 
force  in  commercial  insiu'ance.  Sanford  I. 
Weill's  Travelers  Group,  which  has  a 


the  $3  billion 
value. 

Unfortunately 
Aetna,  all  the  prosj 
tive  purchasers 
known  as  bottom-fishers  and  tough 
gotiators.  They  are  likely  to  want 
nancial  guarantees  from  Aetna  to  co 
potential  future  losses.  But  if  Comp 
can  convince  the  bidders  they  can't 
ford  to  pass  up  such  a  choice  as, 
Christmas  could  come  early  this  y 
in  Hartford 

Bij  Tim  Smaii  in  New  Hoi 
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THE  NEXT  KEVOLU I  lUN 

IN  COMPUTING  IS  HERE. 


AND  HERE 

120MHz  PENTIUM 
PROCESSOR.  Fly  through  even  the  most 

H complex  a()f)lica[ioiis  with  ease. 
At  only  2.9v,  the  Pentium'  processor 
gives  you  power  without  sacrificmg 
battery  life  while  )6M6  of  fast 
s:>nc/ironous  DRAM  memory*  maximijes 
system  performance. 


HERE 

^!UM  ION 

TERY.  Get  the  ultimate 
g  life  with  up  to  5  hours 
urge.  No  other  battery 
5lo,i;\  comes  close. 


HERE 


AND  HERE 

PCI  LOCAL  BUS 
ARCHITECTURE.  PCJ's  32 
architecture  o//ers  the  fastest  levels  of  videi 
performance  and  data  throughput.  Plus, 
allows  you  to  take  full  advantage  of  all 
Windows  95  Plug  and  Play  capabilities. 


e^AND  HERE 

HUGE  11.3"  DIAGONAL 
COLOR  DISPLAY. 

The  au'e-inspinng  si;e  unj 
800x600  resolution  of  this 
liisphjy  set  a  new  standard  m 
screen  quality. 


AND  HERE 

INFRARED  PORT. 

Send  anj  receive  tiata  without  wires. 

earn  documents  conveniently 
through  the  air  to  m/rared-equippecl 
firinters,  and  trans/er/iles  to  any 
-jihcr  IrDA-tompliant  PC. 


AND  HERE 

b  I  LRl.O  SOUND.  The  Tecra  700  IS  Sound  Blaster 
Pro  compatible  and  plays  .WAV  and  MIDI  wund  files. 
A  bKilt-m  microphone,  stereo  speakers  and  integrated 
heodphone/spealcer  and  microphone  jaclcs  complete  your 
mobile  audio  system. 


DULAR  QUAD-SPEED  CD-ROM. 

%ew  SelectBay  architecture  makes  swapping 
dtra-fast,  optional,  Quati-Speed  CD-ROM 
icith  the  modular  floppy  drive  as  easy  as 
ging  a  disk'. 


1.2  BILLION  BYTE  (=1.1 3GB)  REMOVABLE 
HARD  DISK  DRIVE.  Even  u.ith  all  your  applications 
loaded,  you'll  still  have  lots  of  room  for  graphics,  video  and 
large  database  files. 


Introducing  a  portable  so  advanced,  we  gave  it  an  entirely  new  name:  Tecra"  From  the  modular 
design  to  the  uncompromising  power  of  the  Pentium  processor  and  PCI,  Tecra  is  Toshiba  engineenng 
:s  best.  And  with  the  optional  Desk  Station  V,  Tecra  ot^ers  tar  more  expandability  and  high-performance  options  than  ordinary 
ktops.  Ready  for  the  next  revolution?  Call  1-800-457-7777  for  more  information  or  a  dealer  near  you. 


ICRA  700CT  AND  700CS: 

1 1 .  V'  dia.  color  display  m  your  choice  of  aaive  matrix 
(CT)  or  DSTN  dual  scan  (CS) 
120MHz  Intel  Pentium'  prcxes.sor(2,9v) 
800  x  500  screen  resolution 
24-bit  tnie  color  support  at  640  x480  externally 
High-speed  synchronous  DRAM  memory 
(16MB  expandable  to  48MB  on  700CT,  8MB 
expandable  to  40MB  on  700CS) 


■  PCI  local-bus  architature 

•1.2  Billion  Byte  (=1.1 3GB)  removable  HDD 

■  SeleciBay  tcir  mcxlular  3.5"  iloppy  disk  drive  or 
optional  modular  quad-speed  CD-ROM  drive 

■  Lithium  Ion  battery  (up  to  5  hour  battery  life) 

■  16-bit  Sound  Blaster'  Pro  compatible  sound 
system  with  .WAV  and  MIDI  sound  support 

*  Built-in  steras  speakers 

•  Audio  jacks:  headphone/ speinker,  microphone 


•  Two  PC  Card  (PCMCIA)  slots  (two  Type  II  or  one  Typt  III) 


•  Infrared  data  port  (IrDA<ompliant) 

•  Optional  Desk  Station  V:  PCI  Card  Support, 
Plug  and  Play,  Hot  Docking  and  more 

■  PrMnstalled  software:  Windows'  95  or  MSDOS" 
with  Windows'  for  Workgroups,  Run  Time  Video 
for  Windows',  Fn-esse™  sottware  and  Indec"  video 

•  3-year  limited  warranty 

•  Toll-free  Technical  Support  -  7  days.  24  hours 


Designed  for 


Windows"95 


Pentium 


In  Touch  with  Tomorrow 

TOSHIBA 

Toshiba.  The  World's  Best  Selling  Portable  Computers. 

'yOOCTcumes  standard  with  16MB  expandable  to  48MB.  700CS  cumes  standard  with  bMB  expandable  tu  40MB.  All  specihcatiuns  and  availability  are  subject  to  change.  ©  1995  Toshiba  America  Infurmatmn  Sy^i 
Intel  Inside  and  Pentium  Processor  Logos  are  trademarks  of  Intel  Qirporation.  All  produas  indicated  by  trademark  symbols  are  trademarked  and/or  registered  by  their  respeCTive  companies. 


Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

U-HAUL:  ALL  SET  TO 
STEP  ON  THE  GAS 

U-Haul  is  a  fixture  on  America's 
roads:  the  vehicle  of  choice  for  cost- 
conscious  folks  on  the  move.  And  now, 
U-Haul  International's  little-known  par- 
ent, Amerco  (amoo),  trading  at  18,  is  a 
choice  of  value  hunters,  too. 

"Amerco  is  one  of  the  best-kept  se- 
crets on  Wall  Street,  even  though 
U-Haul  is  one  of  America's  best-known 
ft'anchises,"  says  F.  Van  Kasper,  presi- 

GREEN  LIGHT  FOR  INVESTORS 
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EARNINGS 
PER  SHARE* 

1997  Eit 

$1.45 

1996  Est 

950 

1995 

$1.23 

im 

89e 

1993 

83(2 
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DATA  BIOOMBERG  FINANCIAL  MARKETS,  VAN  KASPER  &  CO 

dent  of  San  Francisco's  Van  Kasper  & 
Co.  He  thinks  the  stock  is  worth  30 
based  on  improving  fundamentals  and 
40  based  on  breakup  value. 

Since  1988,  investors  have  been 
waiy  because  of  a  legal  battle  among 
family  members  who  control  the  stock. 
On  Nov.  1,  however,  Amerco  agreed 
to  buy  back  14.9  million  shares,  or  38% 
of  the  stock,  from  founder  Leonard 
Schoen  and  five  of  his  children.  That 
will  leave  Chairman  Edward  Schoen, 
one  of  the  sons,  and  other  members 
of  management  in  control.  The  settle- 
ment will  reduce  shares  outstanding — 
and  cnmp  fiscal  1996  earnings  (chart). 
Van  Kasper  puts  Amerco's  book  value 
at  29  a  share  based  on  the  reduced 
shares  of  21  million.  In  1995,  revenues 
were  $1.2  billion. 

It's  a  "win-win  situation  for  share- 
holders," says  Van  Kasper  He  expects 
Edward  Schoen  will  buy  more  shares 
and  take  the  company  private — offering 
a  good  price  to  shareholders.  Or  the 
company  may  remain  public.  Even  so, 
"U-Haul's  prospects  are  tremendous," 
says  Van  Kasper.  U-Haul  has  60%  of 
the  do-it-yoiu"self  market,  he  notes,  and 
more  growth  could  come  through  in- 
creased market  share. 


U-Haul  operates  80,000  tracks  and 
91,000  ti'ailers,  rented  out  through 
1,100  company-owned  and  12,400  inde- 
pendent locations.  And  it  has  a  public 
storage  business,  which  owns  the  lancl 
and  buildings  of  the  storage  facilities. 
Amerco  also  owns  Republic  Western,  a 
property-and-casualty  insurer,  and  Ox- 
ford Life,  which  combined  account  for 
10%  of  Amerco  revenues. 

WHY  VIVOS  IS 
FEELING  ITS  OATS 

This  obscure  fledgling  has  yet  to 
make  a  penny.  But  it's  getting  plen- 
ty of  notice  on  the  Street:  Shares  are 
moving  higher — from  11  in  May  to  24 
lately.  What's  going  on? 

vivus  (vvus)  aims  to  be  No.  1  in 
treating  male  impotence — and  is  devel- 
oping therapies  for  erectile  dysfunction 
(BW — Oct.  30).  To  some  pros,  vivus  is 
still  modestly  priced.  "Few  biophar- 
maceutical  companies  have  near-term 
revenue  and  cash-flow  opportunities 
like  VIVUS,"  argues  Wole  Fayemi  a 
money  manager  at  San  Francisco's 
Genesis  Merchant  Group. 

Fayemi  figiu'es  the  stock  could  hit  35 
in  six  months,  after  vivus  has  applied 
for  Food  &  Drag  Administration  ap- 
proval of  its  first  product — Medical 
Urethral  System  for  Erection  (muse)- 
Alprostadil.  He  thinks  there's  a  90% 
chance  of  approval. 

vivus  won  plaudits  fi'om  analysts 
after  its  third  round  of  clinical  tests 
in  October  For  muse,  an  applicator 
like  a  straw  is  inserted  into  the  ui'ethra 
to  deliver  Alprostadil  in  a  pellet  fonn 
that  dissolves  in  seconds.  Alprostadil 
relaxes  the  cavernous  and  arteriolar 
smooth  muscle  while  restricting  venous 
outflow.  After  5  to  10  minutes,  says 
Fayemi,  the  drug  produces  an  erection 
that  lasts  for  30  to  60  minutes. 

In  recent  tests,  996  men  with  se- 
vere impotence  used  muse,  and  about 
65%  ended  up  having  intercourse  at 
least  once  during  the  study,  compared 
with  16%  of  those  on  a  placebo.  More 
than  60%  of  patients  who  used  the 
product,  says  Fayemi,  were  able  to 
achieve  orgasm.  Upjohn  has  a  similar, 
FDA-approved  product,  Caverject, 
which  is  injected  into  a  man's  organ. 
"muse  will  have  a  significant  mai"keting 
advantage  because  of  a  perception 
about  the  pain  involved,"  notes  Fayemi. 
Moreover,  data  from  several  hundred 
patients  show  "95%  to  100%  evaluate 
MUSE  as  exti'emely  easy  to  use,  he 


adds,  although  there  is  initial  pain 
volved  as  well. 

Fayemi  says  1  million  to  2  milh 
men  every  year  seek  impotence  tre? 
ment.  If  the  product  gets  approval 
1996,  he  expects  revenues  of  $37.5  in 
lion  in  1997  and  $184  million  in  19J 
when  he  figures  vivus  will  start  ms 
ing  money.  Among  major  institutior 
investors  as  of  June  30:  General  Ek 
trie  Investments,  bea  Associates,  a 
J.  P.  Morgan. 

VTEL  HAS  LOTS 
OF  PEOPLE  TALKING 

For  investors,  videoconferencing  is 
longer  the  hot  stuff  it  once  was.  B 
no  matter  vtel  (vtel)  is  hot  even 
Stock  of  this  designer  and  maker 
multimedia  videoconferencing  systei 
hit  25  in  September,  before  getti 
hammered  in  October  along  vdth  t 
other  technology  issues.  But  late 
vtel  has  been  on  the  rebound  and 
now  at  21. 

VTEL  sells  at  a  price-earnings  ra 
of  45,  but  "in  its  group,  \tel  is  t 
classy  act  that's  still  cheap,"  says  Rc 
in  Kerr,  a  money  manager  at  Ax 
Houghton  Associates  in  Rye  Bro( 
N.  Y.  Moi-e  important,  vtel  is  attr; 
tive  buyout  bait.  Kerr*  upped  her  ho 
ing  in  October,  when  the  stock  slump 
to  17. 


NICE  PARTNER  FOI 
AN  IBM  OR 


Kerr  says  she 
wouldn't  be  sur-- 
prised  if  the  hkes 
of  IBM  or  Intel, 
which  already 
owns  over  10%'  of 
vtel,  made  a 
play  for  a  large 
chunk,  if  not  all, 
of  VTEL.  She  also 
suspects  Japanese 
giants  might  be 
interested.  Even 
without  a  buyout, 
she  thinks  the 
stock  is  worth  35. 

VTEL,  whose 
systems  integrate  videoconferenc 
with  other  functions,  dominates 
corporate  videoconferencing  mar 
Intel  is  also  in  the  field  but  focuses 
desktop  applications.  \'TEL  is  a  maj 
provider  of  systems  to  hospitals,  g( 
ernment,  and  schools,  where  Intel 
a  str-ong  presence.  "The  fit  betw 
VTEL  and  Intel  would  wor-k  well,  c<j 
sidering  Intel's  bi'oader  objectivej 
says  Ken-,  vtel  didn't  return  calls, 


IUNE5. '95  NOV  141 
ADOLLARS 

DATA  BLOOMBERG  FINANCIAL  MARKil 


102  BUSINESS  WEEK  /  NOVEMBER  27,  1995 


Technology  has  to  keep  getting  smarter. 

Because  people  are. 


ijtji       -jnCLJlJL        Y'Aa^O^  ^^^^^.yOUyy  


Tim  Badger,  Senior  Test  Engineer 
Philips  Broadband  Networlts,  Inc.,  Manlius,  NY 


-he  Broadband 

rMctworKS  CsiviSiOii  oi  s  i:,!!ps  Electronics. 

We  maj<e  systems  that  bring  cable  TV  into 

people's  homes 

As  broadcast  tecrtno:og/  advance 
e  helping  'deliver  better  pictures 

sound.  We've 

to  test  the  p: 

comoanies  c:.  /in?  the  quality 


better  It's  on  TV. 


PHILIPS 


1 1995  Philips  Electronics  North  America  Corporation 


Entertainment 


JAPAN 


X-FILES'  SUPERNATURAL 
HOLD  ON  JAPAN 

The  spooky  series'  sizzling  rentals  spark  a  move  to  prime  time 


It  looks  as  though  intrepid  TV  FBI 
agents  Fox  JWulder  and  Dana  Sculley 
have  cracked  their  toughest  case  yet: 
the  mysterious  Ja{)anese  mai'ket.  Forget 
autos — when  it  comes  to  winning  the 
hearts  and  minds  of  the  Japanese,  it 
takes  a  hot  new  television  show  with  a 
cult  following  to  break  through. 

So  the  planets  are  aligning  for  The  X- 
Fih's,  Fox  Broadcasting's  hit  about  two 
I'Mi  agents  assigned  to  investigate  all 
manner  of  unexplained  phenomena. 
Starting  Nov.  22,  this  Twilight  Zone  of 
the  '9()s  will  become  the  fii'st  U.  S.  TV 
import  to  lun  on  .Japanese  piime  time  in 
eight  years.  Plots  have  included  prehis- 
toric organisms  brought  back  to  life, 
visitors  from  outer  space,  and  secret 
government  experiments.  With  the  tag- 
line  "the  tmth  is  out  there,"  the  show, 
now  in  its  third  season,  has  helped  Fox's 
Friday-night  ratings  and  propelled  ac- 
tors David  Duchovny  and  Gillian  An- 
derson into  intei'national  fame. 

Already,  video  rentals  of  the  progr-am 
in  Japan  have  been  stratospheric,  with 
turnover  averaging  20  times  a  month 
for  the  800,000  copies  sent  out  since 


March.  "That's  as  big  as  Titw  Lies  or 
Die  Hani"  says  Jimko  Segawa  of  Twen- 
tieth Century  Film  Coip.  in  Tokyo.  Cul- 
ture Convenience  Club  Inc.,  owner  of 
Japan's  lai'gest  video-store  chain,  vdth 
750  locations,  has  taken  in  roughly  $8 
million  fi'om  X-Files  rentals  since  April. 
PRICEY  ADS.  The  risk  for  Asahi  Nation- 
al Broadcasting  Co.,  the  network  air- 
ing the  show  in  Japan,  is  that  X-Files 
fever  may  be  about  to  peak.  Video  ren- 
tals are  waning.  And  Asahi,  Japan's 
most  daring  network,  has  gambled  and 
lost  with  U.S.  programming  before. 
Knight  Rider  had  a  decent  run  in  1987. 
But  Dallas  bombed,  and  The  Cosby 
ShoH'  nevei'  caught  on  either. 

Asahi  needn't  fret  yet.  At  least  nine 
sponsors,  including  Sharp  Corp.  and 
Opel,  are  in  for  the  first  season,  buying 
all  the  ads  in  the  network's  most  ex- 
pensive time  slot — 8  p.m.  on  Wednesday. 
That's  about  $44,000  per  80-second  spot. 
The  show  can  fetch  such  prices  because 
it  attracts  Japan's  prime  demogi-aphic 
gi'oup:  young  singles,  mostly  men,  with 
money  to  burn. 

Even  so,  Asahi  is  taking  no  chances. 


SPREAD  THE  WORD:  / 

$5  million  promotion 
IMtz  is  everywhere 

A  $5  million  promotiu 
al  bUtz  includes  poste 
all  over  the  transit  sy 
tem,  wall  murals  in  d 
pailment  stores,  T\'  a(: 
and  promotional  event 
Asahi  is  also  givii 
away  X-Files  T-shiil 
sweatshirts,  and  bas 

 ball  caps.  Says  Segaw 

"No  matter  how  big 
is  in  video,  it's  nothir' 
like  TV.  You  reach  m 
lions  of  viewers." 
GOOD  BET.  For  th(i: 
who  know  Japan's  hi 
torical  fascination  wi 
the  supernatural.  1 1 
show's  appeal  is  t 
mystery.  "Japanc: 
have  always  lov( 
weird,  spooky  stuff,"  says  Kozo  Man 
the  Asahi  producer  who  started  cai 
paigning  to  broadcast  the  show  aft 
seeing  one  episode  last  year  at  the  1 
kyo  International  Film  Festival.  Tl 
last  U.  S.  show  to  pique  interest  in  .1 
pan  was  the  similarly  atmospheric  Tir 
Peaks,  which  gained  a  cult  following 
while  also  sparking  a  brief  boom  i 
cheriy  pies. 

Peripheral  mai'keting  for  The  X-Fili 
is  taking  off,  too.  Four  publishers  a- 
putting  out  book  series.  Last  Fi-id;, 
Tokuma  Shoten  Publishing  Co.  releasu 
a  first  printing  of  80,000  copies  of  i 
X-Files  book  for  children.  Warner  Bi-i 
Inc.  plans  to  release  a  soundtrack  nc; 
year  Kinki  Nippon  Touiist  Co.,  in  con 
eration  with  Asahi,  is  advertising  a  si- 
day  X-Files  trip  to  Washington  (inclu 
ing  a  tour  of  FBI  headquarters)  aii 
New  York  for  $1,100.  Next  seas, 
they'll  go  to  Vancouver,  where  the  soi ; 
episodes  were  shot. 

Asahi  is  trying  to  ensure  a  long  n . 
Foi'  one  thing,  it  is  doing  its  own  dii- 
bing  vdth  big-name  actors.  VoiceoM 
can  mean  the  difference  between  n 
season  and  three.  Hideyuki  Makii . 
Asahi's  publicity  manager  for  The  ■ 
Files,  says:  "If  the  voices  don't  fit  t 
image,  it  won't  last."  That's  especi;i 
tiaie  in  Japan,  where  near-ly  all  fashi(  i  - 
are  short-Hved  anyway.  "The  Japant^ 
bore  very  easily,"  says  William  Pei , 
TV  critic  for  the  Daily  Yo»iiuri,  an  Ei  - 
lish-language  paper,  adding  that  a  i"un  f 
24  episodes  would  be  "very  good."  i 
the  meantime,  the  profits  ai-e  out  the  . 

By  Edith  Hill  Updike,  with  Tonun 
Takahashi,  in  Tokyo 
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ff  people  seem  to  be  working 
faster,  it's  not  the  coffee. 


The  Xerox  Document  WorkCenter  •■  Pro  610  is  also  upgradable.  Adding  300  dpi  scanning 
fax  system  has  the  technology  it  takes  to  and  laser  printing  options  is  a  snap, 

turbocharge  any  workgroup's  productivity.  All  of  this  functionality  comes  so  economi- 


DOCUMENT 


Speedy  six-seconds-per- 
page  transmission  instantly 
boosts  efficiency.  And  a  40- 
page  standard  memory  makes 
it  easy  to  scan  in  a  large  fax 
and  walk  away,  even  if  the 
system's  working  on  another  task. 

The  common-sense  control  panel  is  designed 
to  start  most  jobs  with  one  button.  And  with 
300  dpi  resolution,  sharp  faxes  and  copies  are 
guaranteed.  The  Document  WorkCenter  Pro  610 


(Fax,  Copy,  Print,  Scan) 


WorkGenter  ^610 

The  one  place  where  things  get  done. 


cally  priced,  any  workgroup  can 
afford  to  become  more  produc- 
tive. And  of  course  it's  all  backed 
with  Xerox  reliability  and  support. 

To  learn  more,  see  us  at 
http://www.xerox.com  or  call 
1-800-ASK-XEROX,  extension  626.  You'll  see 
the  Document  WorkCenter  Pro  610  truly  is  a 
simpler  way  to  do  good  work. 

The  document  Company 

XEROX 


Family  relationships  are  very  special;  unique  bonds  between  people.  Something  that  we  at  IjC  k 
dedicated  to  emulating  through  our  relationship  with  our  customers.  LG  is  the  new  name  foi  \ 
Lucky-Goldstar  Group.  A  new  name,  but  the  same  emphasis  on  what  we  do  best  -  utilizing  the  r  «• 
advanced  technology  to  create  products  that  enrich  your  life,  making  it  healthier,  safer,  more  com  f  i 


i  and  more  satisfying.  Our  philosophy  remains  to  provide  complete  satisfaction  to  our  vast  family 
ustomers  in  over  120  countries  around  the  world,  through  technologically  advanced  products  of 
very  highest  quality.  Satisfaction  has  a  new  face. 
i  LG  is  ensuring  it  wears  a  smile. 

\emicals  &  Energy  •  Electronics  &  Semiconductors  •  Machinery  &  Metals  •  Trade  &  Services  •  Finance 


)evelopments  to  Watch 


TED  BY  PETER  COY 


THE  GRAY  GOLD' 
RUSH  IS  ON 
UNDER  THE  SEA 


ESEBUGS  MAKE 
NNA-AND  MOW 
WN  WEED  TREES 

BIBLE  SAYS  MANNA  FROM 

ven  fed  the  Israelites 
le  they  were  in  exile.  The 
:ct  that  produces  manna 
coming  to  the  rescue 
in — this  time,  to  save  the 
item  U.  S.  from  an  infes- 
m  of  saltcedar  trees, 
'he  manna  scale  insect,  a 
ive  of  the  arid  lands 
Lind  the  Mediterranean, 
duces  manna,  a  liquid 
t  tastes  like  honeydew. 

pea-size  insect  feeds  on 
saltcedar  tree,  which  was 
aght  to  the  West  as  an 
imental  tree  around  1837. 
hout  any  manna  scale  in- 
:.s  to  suck  their  sap,  salt- 
ars  have  become  a  weed 
i  in  Western  streams, 
y  cover  1.5  million  acres, 
ecially  from  West  Texas 
Dugh  Arizona,  crowding 
native  trees  and  provid- 

a  poor  habitat  for  birds 

mammals. 

Tie  U.  S.  Agricultural  Re- 
reh  Service,  helped  by  Is- 
I's  Tel  Aviv  University, 
IS  to  release  manna  scale 
id  egg  sacs  along  Ari- 
a's Rio  Grande  and  lower 
I  River  by  next  spring, 
k  DeLoach,  a  researcher 
Grassland,  Tex.,  says  the 
ict  feeds  only  on  saltcedar, 
it  should  make  an  excel- 
:  natural  herbicide. 


OFF    THE     COAST    OF  THE 

Carolinas,  the  ocean-research 
ship  Joides  Resolution  has 
drilled  the  first  of  four  deep 
holes  to  sample  a  fuel  re- 
serve sufficient  to  keep  the 
lights  burning  for  centuries 
after  the  earth  is  squeezed 
diy  of  oil  and  other  fuels.  Up 
to  10  trillion  tons  of  carbon 
fuel — twice  as  much  as  all 
the  earth's  oil,  gas,  and  coal 
reserves  combined — may  lurk 
beneath  the  seabed. 

You've  probably  never 
heard  of  this  new  "gray 
gold,"  otherwise  known  as 
gas-hydrate  crystals.  No 
wonder,    since    even  re- 


searchers know  very  little 
about  them.  That's  because 
the  methane-and-water  crys- 
tals take  form  only  under  in- 
tense pressure,  and  they 
quickly  decompose  when 
brought  to  the  surface. 

Charles  K.  Paull,  a  profes- 
sor of  geology  at  the  Univer- 
sity of  North  CaroUna,  is  the 
U.  S.  leader  on  the  expedi- 
tion. It's  part  of  the  Ocean 
Drilling  Program  begun  in 
1985  and  funded  by  the  U.  S. 
and  19  other  countries.  The 
current  seven-week  voyage, 
which  will  end  on  Dec.  19,  is 
aimed  at  developing  better 
seismic  tools  to  prospect  for 
hydrates  in  future  decades. 
Fifty  researchers  on  board 
the  ship  will  also  conduct 
thorough  scientific  analyses 
of  the  crystals. 


BAND-AIDS'  FOR 
SERIOUS  ILLNESS? 

PUTTING  A  BAND-AID  ON 

cancer  may  not  be  such  a 
bad  idea  after  all.  Writing 
in  the  November  issue  of 
Nature  Medicine,  scien- 
tists at  the  Center  for 
Drug  Targeting  &  Analy- 
sis at  Northeastern  Uni- 
versity's Bouve  College  of 
Pharmacy  &  Health  Sci- 
ences in  Boston,  say  they 
can  construct  "cellular 
Band-Aids"  from  lipids — 
the  body's  fat-hke  build- 
ing blocks.  Doctors  could 
use  such  patches  to  help 
heart  attack  and  stroke 
victims  as  well  as  treat 
cancer. 

Center  Director  Ban- 
An  Khaw  and  Associate 
Director  Jagat  Narula  say 
the  bandages  could  plug 
lesions  that  develop  in  the 
heart  when  the  blood  sup- 
ply is  interrupted  by  a 
heart  attack.  To  save 
heart  muscle  tissue,  doc- 
tors today  administer  en- 
zymes that  dissolve  blood 
clots  and  restore  flow.  At 
best,  this  approach  saves 
only  50%  of  the  tissue  at 
risk.  Membrane  patches, 
which  could  be  injected 
along  with  the  enzymes 
and  guided  to  the  injui'ed 
heart  cells  by  modified 
antibodies,  could  save  as 
much  as  90%  of  the  tis- 
sue, says  Khaw.  That's 
important  because  the 
prognosis  for  heart  attack 
patients  is  determined  by 
how  much  heart  muscle  is 
destroyed.  Similar  patches 
could  be  used  to  protect 
brain  tissue  or  deUver 
drugs  to  kill  cancer  cells. 
Biotech  startup  Molecular 
Targeting  Technology  Inc. 
in  Malvern,  Pa.,  plans  to 
help  develop  the  bandages 
and  fund  prechnical  trials 
at  Northeastern. 


WHERE  NO  MAGNET  HAS  GONE  BEFORE 

don't  TRY  PICKING  UP  A  BLOCK  OF  RUTHENIUM  WITH  A 

magnet — it'll  just  sit  there.  But  put  one  atomic  layer  of 
the  platinum-like  element  onto  a  neutral  substrate,  and 
it  will  be  nearly  as  magnetic  as  a  block  of  iron.  That's 
the  prediction  of  Northwestern  University  physicist  Ar- 
thur J.  Freeman,  who  calculated  the  magnetic  proper- 
ties of  a  monolayer  of  ruthenium  using  a  Cray  90  at  the 
Pittsburgh  Supercomputing  Center  In  the  computer- 
generated  image,  the  pink  through  light-blue  portions 
represent  a  large  positive  magnetic  spin.  Says  Freeman: 
"We're  creating  magnetism  where  none  existed  before." 

While  ruthenium  may  be  too  expensive  to  store  data 
on  compact  disks,  the  computer  design  of  magnetic  ma- 
terials has  already  paid  off  in  other  ways.  Researchers 
trying  to  verify  Freeman's  simulations  of  iron  monolay- 
ers on  silver  ended  up  discovering  that  the  magnetic 
poles  lined  up  perpendicular  to  the  plate  instead  of  hori- 
zontally— making  possible  far  denser  data  storage.  By 
2000,  Freeman  says,  researchers  hope  to  increase  densi- 
ty 12-fold,  to  10  gigabits  of  data  per  square  inch. 
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Science  &  Technology 


MATHEMATICS 


SHADES  OF 
ISAAC  NEWTON? 

If  it  works,  this  man's  math  could  be  an  engineer's  dream 


At  the  age  of  69,  electrical  engi- 
neer Michael  F.  Lamorte  has  one 
big  advantage  over  his  younger 
cohorts:  He  learned  his  craft  using 
a  slide  rule,  not  a  computer  He  had  to 
use  insight  rather  than  biute  computing 
powei'  to  solve  problems.  Along  the  way, 
he  acquired  an  in-the-bones  feeling  for 
how  equations  govern  the  world:  how  oil 
percolates  beneath  the  gi'ound  or  how  a 
plate  of  steel  bends  and  snaps.  His 


"closed-fonn  solutions  applied  to  a  mesh- 
point  field."  The  basic  idea:  to  trans- 
foiTTi  equations  that  can't  be  solved  into 
close  approximations  that  can  be.  The 
"mesh-point  field"  is  a  viitual  gind  that's 
spread  over  the  object  being  studied, 
whether  a  sports  car  or  a  hurricane. 
CLAMP  helps  generate  predictions — 
"closed-form  solutions" — for  what  hap- 
pens at  each  point  in  the  gi'id. 

Lamorte  does  not  lack  ambition.  He 


cipal  research  scientist  in  mathemais. 
said:  "I  had  to  keep  my  laugler 

down  That's  tiuTiing  lead  into  gel.' 

No  one  fi'om  gm  has  met  with  Lamc^' 
On  the  other  hand,  Lamort^e's  rest 
to  date  have  intrigued  people  who  1  v; 
taken  a  closer  look,  including  high-L  e 
staff  at  the  Arniy  Research  Laborai' 
at  Langley  Research  Center  in  Ha 
ton,  Va.  Wolf  Elber,  director  of  the  1 
Vehicle  Stmcture  Directorate,  watc 
Lamorte  use  clamp  to  simulate 
stresses  on  a  metal  plate  with  a  hul 
it.  The  method  solved  the  problem  i 
personal  computer  in  0.06  seconds, 
30  minutes  using  the  traditional  met 
finite  element  analysis.  Says  Elber: 
wasn't  a  world-class  answei",  but  Ui  ( 
that  way  at  all,  given  what  he's  td 
us  about  what  he's  doing,  seems  \ 
very  intei'esting." 
DIFFERENCES.  Lamorte  sees  himsell 
rying  on  the  tradition  of  Isaac  Nevvi 
who  invented  differential  calculu  - 
study  such  problems  as  the  orbit  ni 


Electrical  engineer  Michael 
Lamorte  says  he  has  invented 
superfast  way  to  predict  com 
plex  phenomena  such  as  airflo 
over  a  jet  or  output  from  an  ui 
well.  Here's  how  his  CLAMP 
method  fared  against  the  mail 
stream  method,  finite  elemen 
analysis,  in  predicting  stress*' 
on  a  metal  plate  with  a  hole  in 


CALCUUTION 

TIME 
WITH  CLAMP 


CALCULATION  TIM 

WITH  FINITE 
ELEMENT  ANALYSI 


I  .06  30 


SECONDS 


name  is  on  12  patents,  from 
chips  to  solar  cells. 

Now,  at  an  age  when  most 
engineers  are  working  on  their 
chip  shots,  Lamorte  is  trying  to 
introduce  a  radically  different 
way  of  using  math  to  mimic  na- 
ture. While  his  method  requires  a  com- 
puter, in  spiiit  it  harks  back  to  the  pre- 
computer  era — in  fact,  all  the  way  back 
to  his  hero,  the  English  mathematician 
and  natui';d  philosopher  Sir  Lsaac  New- 
ton, who  died  in  1727.  Lamorte  hopes  it 
will  vastly  enhance  the  ability  of  engi- 
neers to  design  planes,  cars,  and  bridg- 
es, create  new  di-ugs,  and  find  oil. 

Lamorte  calls  his  method  CLAMP,  for 


HUSH-HUSH: 

Lamorte 
won  't  divulge 
details  about 
his  method 


is  tiying  to  conunercialize  ('lamp 
through  a  company.  Applied 
Engineering  Software  Inc.,  that 
operates  out  of  his  home  in 
Durham,  N.  C.  Newton's  meth- 
ods have  advanced  science  for 
three  centuries,  Lamorte  says. 
"Perhaps,"  he  wi'ote  last  year,  "clamp 
may  sei-ve  in  a  similar  capacity  in  the 
21st  century." 

That  remains  to  be  seen.  Lamorte  is 
keeping  the  details  of  his  method  close  to 
the  vest,  and  many  engineers  who  hear 
about  clamp  think  he's  a  craclqxjt.  Wlien 
Lamorte's  pitch  reached  General  Motors 
Corp.'s  Research  Laboratories  in  War- 
ren, Mich.,  James  C.  Cavendish,  the  piin- 


DATA,  APPLIED  ENGINEERING  SOFTWARE  INC. 


earth  around  the  sun.  Newton  bi 
down  the  oi'bit  into  infinitesimal  p{ 
which  he  called  differences,  and  t 
"integi-ated"  them  to  pi-oduce  an  ov( 
picture  of  the  orbit's  behavior 

Trouble  is,  most  of  nature,  from  < 
tromagnetism  to  weather,  is  descri 
by  differential  equations  that  are 
herently  nonintegrable.  In  the  com 
er  age,  engineers  have  dealt  with  i 
equations  using  finite  element  an 
sis,  in  which  they  break  a  problem 
a  mesh  of  little  pieces  and  repeat* 
rim  separate  equations  on  each  pi 
FEA,  as  it's  called,  is  widely  used  tc 
in  design  and  analysis. 

But  FEA  has  some  significant  p 
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For  Insight 
Into  Faster  Deliveries,  An 
Electronics  Firm  Looked  Into 
An  Out-Of-The-Box  Pizza  Chain. 

Where  Should  You  Look? 


Cook  up  yoLir  own  out-of-the-box 
linking  with  the  help  of  the 
llobal  Best  Practices'"  approach. 
Jthur  Andersen  professionals  will 
'ork  with  you  to  quickly  produce 
movative  solutions. 

The  secret  ingredients?  Years  of 
Kperience  using  the  unic|ue  Global 
est  Practices  knowledge  base, 
vailable  only  to  them.  It's  the  first 
f  its  kind  and  still  without  peer. 

W5  Arthur  Andereen,  Arthur  Andereen  &  Co,  SC.  AU  nghts  reserved. 


Contiiiually  eiiriched,  it  abounds 
with  breaktluough  quantitntive  tools 
along  with  qualitative  best  practices 
compiled  from  worldwide  client 
experience  and  exliaustive  research. 
Plus,  published  examples  like 
the  electronics  company  that  studied 
a  pizza  chain's  legendary  on-time 
deliveries. 

Find  out  how  Arthur  Andersen 
can  help  your  company  deliver 


an  electrifying  performance.  Call 
1-800-640-8914  or  visit  our  Web  site 
at  http://unmo.ArthiirA}uierseii.com. 


Global  Best  Practices^" 
PurnNG  Insight  Into  Practice 

Arthur 
Andersen 

Arthur  Andersen  &  Co,  SC 


Buy  recycled.  It  would  mean  tke  wor  Id  to  tk  em. 

Thanks  to  you,  all  sorts  of  everyday  products  are  being  made  from  materials 
vou've  recycled.  But  to  keep  recycling  working,  you  need  to  Luy  those  products. 
f"or  a  free  hrocfiure,  write  Buy  Recycled,  f:;nvironmental  Defense  Pund,  257 
Park  yWnue  South,  New  York,  NY  10010,  or  call  1-800-CALL-EDF. 


x-^EPA 


ENVIRONMENTAL  I 
DEFENSE 
FUND  I 


lems.  Setting  up  the  problem  is  tii 
consuming,  and  solving  a  big  one 
quires  a  supercomputer,  and  there's 
way  to  tell  which  of  many  possible  s( 
tions  is  correct.  To  be  useful,  the 
suits  have  to  be  calibrated  against  n 
world  data,  gm's  Cavendish  says 
awesome  computing  demands  of 
"make  it  almost  impossible  to  do  inl 
active  design." 
LONE  WOLF.  Enter  Lamorte.  His  CL^ 
generates  equations  that  describe  w 
happens  at  each  point  in  the  virt 
mesh  covering  the  object  that's  be 
described.  Then  it  knits  together 
those  little  equations  into  one  big 
that  governs  the  whole  system,  soi 
thing  that's  not  done  in  conventio 
FEA.  Says  Lamorte:  "The  penalty 
pay  is  that  the  equation  is  not  simple 
you  wrote  it  out  by  hand  it  would 
about  200  feet  long."" 

This  month,  Lamorte  used  clamf 
simulate  the  output  of  a  natui"al-gas 


While  Lamorte  worri( 
that  his  concept  wil 

be  stolen,  his  secrec 
arouses  skepticism 


in  an  Energy  Dept.-funded  test  at  M 
tana  Tech  in  Butte,  Mont.  A  gradi 
student,  Bairy  Browne,  says  clamp  j 
duced  results  more  realistic  and  "ord 
of  magnitude  faster"  than  those  of 
conventional  method,  finite  differei 
a  cousin  of  finite  element  analysis.  S 
Browne:  "I'm  really  encouraged." 

Michael  Lamorte  will  need  a  lot  m 
results  like  that  before  he  will  win  o 
doubters.  He  arouses  skepticism  by 
fusing  to  lay  out  the  details  of 
CLAMP  methodology.  He  says  he's  aft 
the  concept  will  be  stolen  if  it's  m 
public.  For  now,  he  would  prefer 
take  in  customers'  data  and  use  CLi^ 
himself  to  generate  simulations.  T 
leads  to  another  question — would  a 
one  but  Lamorte  be  capable  of  us 
CLAMP?  Says  the  Army  Research  Li 
Elber:  "This  man  has  a  feeling  as 
how  higher-order  differential  equati 
behave.  Where  is  he  training  his  di 
pies?  He's  not." 

Lamorte  says  clamp  can  be  tau{ 
He  says  he'll  vanquish  skeptics  by  sh 
force  of  results.  "My  response  wc 
then  be,  'Who  cares?  It  does  the  jol 
You  can  say  this  for  Lamorte:  He's 
ting  his  math  where  his  mouth  is. 

By  Peter  Coy  in  Neiv  Y 
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Taiwan.  The  Piece  that 
Completes  Business  in  Asia. 


Taiwan  guides  Asian  growth 
with  an  extensive  network  of 
manufacturers  spread 
throughout  the  region.  So  if 
you're  eyeing  business  in  Asia, 
the  Taipei  World  Trade  Center 
can  help  piece  together  this 
pan-Asian  network  of 
maiuifacturers.  A  full  year  of 
world-class  trade  shows  and  a 
permanent  display  of 


China  Ertemal  Trade  Oavelopimni  Council 

5  Hsiny!  Rd  ,  Sec  5,  Taipei.  Taiwan,  ROC 
Tel  886-2-725-1 111, Fax  886-2-725-1314 


Science  &  Technology 


LOGISTICS 


WILL  Tl  MAKE  A  BUNDLE 
ON  SMART'  PACKAGES? 

It  wants  to  sell  business  a  Pentagon  tracking  system 


Texas  Instruments  Inc.  has  found 
new  savvy — in  Savi  Technology  Inc. 
If  Tl  can  use  its  chipmaking  exper- 
tise to  lower  the  price  of  the  nifty  pack- 
age-tracking device  Savi  makes,  accord- 
ing to  Marian  L.  Jeske,  a  consultant  at 
Landover  (Md.)-based  Texcom  Inc.,  "this 
would  reaOy  revolutionize  the  whole  dis- 
tribution business."  She  knows  because 


1A  cargo-haul ing 
truck  gets 
delayed  in  traffic: 
a  chip  built  ijito  a 
cargo  container 
senses  the  delay. 


she  works  closely  with  one 
of  the  Big  Three  auto 
makers  on  distribution 
issues. 

Ti  announced  its  pur- 
chase of  Savi  on  Nov.  15. 
The  privately  held  compa- 
ny  in  Mountain  View,  Calif.,  had  1994 
revenues  of  roughly  $15  million.  While 
terms  weren't  disclosed,  the  price  tag  is 
almost  incidental  to  ti. 
PACK  OF  CARDS.  With  Savi,  ti  is  get- 
ting an  imiovative  system  that  was  orig- 
inally designed  to  tiu'n  the  world  into  a 
virtual  warehouse  for  the  Pentagon. 
Eai'ly  tliis  yeai;  the  Defense  Dept.  hand- 
ed Savi  a  $70  million,  three-year  con- 
tract for  a  system  that  will  enable  mili- 
taiy  top  brass  to  pinpoint  the  location  of 
eveiy  plane,  ship,  and  tank — and  of  eve- 
ry cargo  container  engaged  in  shut- 
tling spare  parts  to  repair  depots  or 
ammunition  to  military  bases 
around  the  world.  The  Pentagon 
calls  it  Total  Asset  Visibility.  The 
key  is  a  box  that's  about  the  size 
of  a  deck  of  cards  stuffed  with 
computer  chips  and  a  two-way  ra- 
dio. Dubbed  SaviTag,  these  digital 
ID  tags  hold  infoiTOation  about  the 
container's  contents,  destination,  and 


schedule — and  they  periodical- 
ly send  reports  on  the  con- 
tainer's progi-ess  back  to  a 
Pentagon  computer. 

TI  is  betting  that  the  civilian 
market  for  the  Savi  system  will 
be  huge,  mainly  because  it  can  help 
suppliers  assure  just-in-time  dehvery 
of  pails  to  their  customers.  It  can  even 
track  packages  or  products  inside  ware- 
houses. What  sets  Savi's  ap- 
proach apart  fi'om  rivals,  claims 
Savi  President  Robert  S.  Reis, 
is  that  its  tags  are  "active  sys- 
tems," while  other  silicon  id 
tags  are  passive.  That 
means  if  a  SaviTag  is  at- 
tached to  a  cargo  container 
that  gets  stuck  in  a  shipping 
yard  or  a  traffic  jam,  the 
chip  is  able  to  take  action — 
including  rerouting  itself  via 
a  faster  mode  of  transportation. 
"Our  containers  can  kick  the 
system  into  being  more  effi- 
cient," he  says. 

In  commercial  use,  the  Savi- 
Tags  will  commimi- 
cate  with  the  out- 
side  world  mostly 
through  existing  cellular- 
radio  systems  or  new 
short-range  "interrogator" 
computer-radios  that  Savi 
will  install  at  the  350  inter- 
modal  hubs  in  the  U.  S. 
where  containers  get 
switched  back  and  forth 
between  railways  and  asphalt.  The  tags 
can  also  be  outfitted  to  communicate  di- 
rectly with  satellites  and  use  the  global 
positioning  satellite  (gps)  system  to  plot 
their  location.  But  Reis  expects  few  cus- 
tomers except  the 


Pentagon  to  opt  for  this,  since  the  ]  .i  ■ 
er  required  can  quickly  drain  the  i : 
batteries. 

TI  plans  to  get  rid  of  the  main  In 
er  to  wider  use  of  the  Savi  sysi' 
Each  SaviTag  currently  nms  about  > 
That's  half  as  much  as  two  yeai's  :i 
but  still  too  much  for  many  compan 
given  the  volumes  needed.  Jeske  . 
her  Detroit  cHent  uses  100,000  com. 
ers  just  to  ship  its  windshields.  I 
La-ATence  G.  Schmidt,  - 
ior  vice-president  of 
Systems  Group,  wli 
accounted  for  IG'^c 
$10.3  billion  revenue 
year,  is  confident 
tags   can   be  m; 
smaller  and  cheai 
He  hopes  that  by  n 
year,    ti    may  < 
shrink  the  system  to  a  single  chip, 
antenna,  and  a  battery.  If  so,  the  pi 
might  drop  to  as  little  as  $10. 
MISSING  CONTAINERS.  The  fil  st  big 
ket  for  SaviTags,  says  Reis,  will  be  lo 
haul  inteiTnodal  containers.  Today,  se 
ing  one  of  these  truck-size  boxes  coi 
to-coast  costs  one-third  to  one-half 
much  as  the  $6,000  that  a  tinck  si 
ment  nms.  Yet  the  railroads'  $5  bil 
intermodal  distribution  business  p? 
beside  the  .$345  biUion  tnicking  inc 
try's.  The  reason:  At  hubs  where  in' 
modal  containers  switch  from  rail 
truck  to  rail,  they  often  get  lost  or 
layed.  Cross-country 
intermodal  transit 
can  be  as  fast 


2 The  chip,  deter- 
mining its  current 
position  via  satellite 
signal,  surveys  alter- 
native transporta- 
tion. It  rebooks  ship- 
ment by  plane,  then 
signals  the  driver  to 
divert  to  the  airport. 


3 The  chip  then 
updates  a  comput 
er  at  its  final  desti- 
nation about  the 
chang in g  iti nera ry 
and  a  rranges  for 
pickup  on  arrival  at 
the  airport. 


as  the  four  to 

five  days  that  a  tnick  takes — or  uj 
six  times  as  long. 

ti  figures  SaviTags  could  help 
the  uncertainty.  "World-class  manu 
turers  today  have  pretty  solid  just 
time  operations  within  the  w 
of  then-  buildings,"  Reis  says, 
he  says,  "companies  are  wal 
up  to  how  much  cost  they're 
curring  outside."  Tl's  Syst( 
Group  believes  it  has  the  t 
nology  to  cut  those  outi 
costs — and  carve  out  a  nice  i 
defense  market  in  the  proces 
By  Otis  PoH  in  New  3 
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The  World  Leader  In  Energy  To  Motion  Solutions. 


Quality.                Automation.  Systems  Motion  Control.  Drives.  Global  Support. 

Prestigious  Deming        Motoman  robotic  and  Engineering.  Single  and  multiple  World's  largest  10,000  associates 

Application  Prize.        process  solutions,  using  Single  cell,  networks  axis,  spindle  and  total  manufacturer  and  providing  application/design 

ISO  9001  certified.       world-leading  YASKAWA  and  total  factory  CNC  IVlachine  Control.  leader  in  servo  and         engineering,  tectinical 

robots  and  controllers.  control  systems.  inverter  tecfinology.  support,  service  and  parts. 


Industries 


PHARMACEUTICALS 


RHONE-POULENG 

STILL  CANT  GET  ANY  RESPECT 

Despite  great  progress,  its  stock  is  stuck  in  the  doldrums 


Rlione-PoLilenc  chief  Jean-Rene  Foiu- 
tou  wishes  the  market  would  give 
his  company  some  credit.  Fourtou 
has  made  huge  strides  in  turning  his 
$17  billion  company  into  a  global  player 
in  pharmaceuticals  and  chemicals.  He 
has  sold  off  commodity  businesses  and 
made  $11  billion  worth  of  acquisitions  in 
phannaceuticals,  sj^ecialty  chemicals,  and 
agricultural  products.  In  the  latest  deal, 
Rhone-Poulenc  Rorer,  a  big  U.  S.  ding- 
maker  that  is  two-thirds  owned  by  the 
French  company,  bagged  British  ding- 
maker  Fisons  PLC  for  $2.9  billion.  The 
move  boosts  Rhone  from  14th  to  11th 
place  in  the  global  rankings  of  pharma- 
ceutical companies. 

All  of  this  has  increased  profits  and  fu- 
tiu'e  prospects.  Yet  Rhone's  shai'e,  at  $22 
on  the  Palis  exchange,  is  down  ii'om  $27, 
the  initial  offeiing  price  when  the  French 
government  sold  its  shares  to  the  public 
in  1993.  Fourtou  blames 
the  weak  French  market 
and  other  factors.  "It's  an- 
noying," he  says.  "It's  a 
sad  situation  for  stockhold- 
ers." But  it's  also  a  sign 
that  Fourtou  has  further 
herculean  labors  to  accom- 
plish before  he  can  make 
his  pharmaceutical  acqui- 
sitions pay  off  big.  Some 
analysts  even  suggest  that 
splitting  the  company  into 
two  parts  would  unleash 
faster  gi'owth  in  his  dnig 
business. 

HALFWAY  THERE.  What  is 
clear  fi'om  all  of  I^'ouitou's 
activity  is  that  he  is  only 
a  bit  more  than  halfway 
toward  creating  the  kind 
of  phannaceutical  powerhouse  he  wants 
Rhone-Poulenc  to  be.  At  16%,  the  oper- 
ating margin  of  Rhone-Poulenc  Rorer 
is  well  below  the  80%  level  of  giants 
such  as  Glaxo-Wellcome  or  Eli  Lilly  & 
Co.  And  there's  no  blockbuster  drug 
yet  to  tiuTi  out  annual  sales  of  $500  mil- 
lion a  year  or  more. 

Michel  de  Rosen,  whom  Fourtou  has 
put  in  charge  of  Rhone-Poulenc  Rorer, 
intends  to  find  his  champion  products 


in  foui'  key  therapeutic  sectors — cancer 
treatments,  blood-plasma  proteins,  anti- 
infective  drugs,  and  allergy  and  asth- 
ma medicines.  "We  can't  expect  to  be  a 
leader  in  eight  areas,"  he  says.  "Four  is 
enough." 

Despite  the  debt  load  fi'om  the  Fisons 
deal  and  the  need  to  improve  margins. 


FRUSTRATED 
FOURTOU: 

Bui  the 
Fisons  deal 
looks  good 


biotechnology  companies  and  resea 

institutes.  "That  may  well  be  theii*  m 

important  strategic  move  for  the 

tui-e,"  says  Samuel  D.  Isaly,  a  paitnei 

Mehta  &  Isaly,  a  New  York  health-c 

investment  company.  Rhone  has  a 

just  completed  the  acquisition  of  i 

plied  Immune  Systems,  a  member 

the  consortium  that  specializes  in 

therapy  technology. 

SPIN-OFF  TIME?  But  Rhone's  chem 

operations  obscure  what's  going  on 

pharmaceuticals,  which  in  the  fii*st  ' 

of  1995  made  up  70%  of  its  profits 

less  than  half  of  its  sales.  Heavy 

stnactiuing  chai'ges,  mainly  in  the  ch( 

ical  sector,  have  also  pulled  do 

Rhone-Poulenc's  net  earnings  for 

third  year  running. 

Looking  for  cleaner  plays  in  b 

pharmaceuticals  and  chi 

icals,  some  analysts  wc 

like  to  see  Rhone-Poul 

follow  the  same  route 

Imperial  Chemical  Inc 

tries  PLC,  which  spun 

its  phannaceutical  busir 

to  investors  as  a  new  o 

pany,  dubbed  Zeneca, 

1993.  Both  Zeneca  and  j 

refocused  ici  have  thri 

as  separate  business 

"Managers  of  big  chem 

companies  are  not  pro 

to  be  good  managers 

health-care  business( 

says  one  London-based 

alyst  who  follows  Rhc 

Poulenc. 

For  now,  Foiutou  thil_ 
0 


Should  Fourtou  split  the  company  in 
half  to  give  wary  investors  a  clearer 
idea  of  what  Rhone-Poulenc  really  is? 


the  drug  ventures  are 
promising.  Fisons,  wliich 
specializes  in  asthma 
drugs  and  the  devices 
used  to  inhale  them, 
makes  Rhone  the 
world's  fourth-largest 
marketer  in  this  category.  Taxotere,  a 
treatment  for  breast  cancer  that  Op- 
penheimer  &  Co.  analyst  Steven  B.  Ger- 
ber  expects  to  generate  revenues  ex- 
ceeding $50  million  a  year  by  1997, 
should  get  Food  &  Drug  Administra- 
tion approval  in  the  U.  S.  soon. 

Foui-tou  is  also  spending  $100  million 
a  year  on  gene-therapy  and  cell-therapy 
research.  Rhone-Poulenc  Rorer  has  set 
up  RPR  Gencell,  a  partnership  with  14 


that  decentralized  managem.ent 
keep  both  his  chemical  and  drug  b 
nesses  on  a  gTowth  track.  But  last  y 
Rhone-Poulenc  filed  documents  v 
U.  S.  regulators  that  make  it  easier 
the  French  parent  and  Rhone-Poul 
Rorer  to  team  up  on  deals.  Thus,  rr 
growth  in  pharmaceuticals  and  aci 
sitions  like  that  of  Fisons  are  lik 
"The  final  shoe  may  not  have  drop 
yet,"  says  Isaly.  "I  could  see  a  comb 
tion  with  another  [pharmaceuti 
gi'oup."  Until  the  stock  rises,  Fourt 
restless  reinvention  of  Rhone-Poul 
will  go  on. 

By  Gail  Edmondson  in  Paris, 
Christopher  Power  in  New  York 
Joseph  Weber  i)i  Philadelphia 
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Today,  the  air  crackles 
with  a  new  appetite  for  knowledge 


Questions  are  being  asked 


ssues  are  being  raised. 


Today,  the  empty  space  is  filled 
with  information. 

Feeding  our  hunger. 


Settina  us  f 


ree . 


0 


There  is  a  new  force  in  the  world.  It  is  at  once  informational  and 
relational,  social  and  commercial,  scientific  and  political. 
It  is  the  Internet. 

And  the  changes  being  ushered  in  are  as  vast  as  the  medium  itself. 
P'or  all  of  us,  the  implications  are  clear:  To  be  a  part  of  tomorrow's 
community,  you  must  be  a  part  of  the  Internet  today. 
At  NETCOM,  we  make  that  easy 

With  nationwide  direct  access,  software  tools  and  cust(jmer  support. 
Not  to  mention  over  se\  en  years  of  industrv -leading  experience. 

Which  means  that  we  can  put  the  bcnindless  potential  of  the 
Internet  to  work  in  every-  corner  of  your  life. 

Removing  all  limits  to  how  much  you  can  achieve. 

And  how  far  you  can  go. 


NETCOM 

How  lo  Gel  T/it'H'. 


©  1W5  NETCOM,  Inc  NclCruisei  is  a  reglsKrcd  (ladci 
For  more  information,  c-mail  Info@Nc[Com.com,  or 


jrk  ol  NMI:(  )M  lln-l.i 
ut  Web       it  hU|i,//»w 
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ENERGY 


ahead  with  an  alternate  pipeline  deal.  "It 
was  promised  that  by  Oct.  1  of  tliis  year, 
financing  would  be  in  place  for  tlie  pipe- 
line. Tliat  did  not  happen,"  Kazaklistan 
Pi'esident  Nm-sultan  Nazai-bayev  said  in 
an  interview  with  business  week.  He 
says  he  has  agi'eed  with  the  Russians 
as  well  as  Chevron  and  Mobil  Oil  Coq). 
to  fonn  a  new  consortium  to  build  an  al- 


THIS  GUSHER 

MAY  FINALLY  START  GUSHING 

A  pipeline  deal  could  speed  the  flow  from  the  Tenghiz  field 

Hot  long  ago,  communist  slogans  ex- 
tolling the  working  classes  decorated 
the  aiiport  road  neai'  Almaty,  capital 
of  the  fonner  Soviet  Republic  of  Kazakli- 
stan. Those  signs  have  since  been  re- 
placed by  propaganda  of  a  capitalist 
sort — ads  by  San  Francisco-based  Chev- 
ron Corp.  depicting  the  Golden  Gate 
Biidge  and  )jromising  a  prosiierous  futiu'e 
for  the  oil-nch  country. 

So  far,  thcjse  dreams  have  not  been 
fulfilled.  As  soon  as  Chevron  signed  a 
landmai-k  deal  in  19!  )2  to  develop  the  .$20 
billion  Tengliiz,  one  of  the  world's  biggest 
oil  fields,  it  was  .stalled  by  disj^utes  be- 
tween Chevron  and  the  chief  of  the 
Oman  Oil  Co.,  a  maverick  ti-ader  named 
John  Deuss.  Tlie  mam  disagi'eeinent:  how 
to  finance  a  $1..^)  billion  pipehne  to  export 
the  oil  from  the  landlocked  country. 
Oman  Oil  had  control  of  pipeline  rights 
thiTjugh  the  Caspian  Pipeline  Consortiiun 
it  headed  and  was  leaning  on  Chevron  to 
provide  most  of  the  financing  in  return 
for  just  25%  of  the  equity.  Chevron  said 
no  deal.  And  there  matters  stood. 

Now  thei-e's  a  good  chance  of  ending 
the  impasse.  Kazakhstan  seems  on  the 
verge  of  cutting  a  deal  with  Deuss's  most 
powerful  backers,  the  Russians,  to  cut 
Oman  Oil  out  of  the  action  and  move 


The  pipeline  impasse 
led  Chevron  to  stop 
spending  after  pouring 
in  $714  million 


temate  pipeline.  A  Caspian  Pipeline  Con- 
sortium spokesman  says  the  Kazaldis  are 
to  blame  for  the  delays. 

To  get  matters  moving,  the  Kazaklis 
are  bringing  in  some  heavy  artilleiy.  Ac- 
cording to  President  Nazarbayev,  they 
are  negotiating  to  sell  a  share  of  Ten- 
ghiz to  Mobil  Oil.  Nazarbayev  also  says 
that  he  and  Chevron  Chief  Executive 
Kenneth  T.  Derr  have  agreed  that  Chev- 
ron may  sell  I07o  of  its  Tenghiz  stake  to 


TENGHIZ  WORKER:  Billions  in 
oil — but  how  to  transport  it? 

LukoO  or  some  other  Russian  o 
pany.  Chevi'on  is  prepai'ed  to  s€ 
stake  "for  a  fair  price,"  Nazarl: 
ev  says.  Chevron  won't  comm 
on  details  of  the  talks. 

Bringing  in  Lukoil,  often  a 
I'ogate  foi'  the  Ki-emlin,  would 
Russia  an  incentive  to  relax 
stranglehold  on  Tenghiz.  It 
controls  the  only  pipeline  for  s' 
pijig  oil  out,  and  it's  limiting  CI 
ron  sMpments  to  about  45,000  1 
rels  a  day,  or  roughly  half  of  w 
the  field  is  now  capable  of  pro( 
ing.  The  4.5  bilhon-ban-el  Ten| 
eventually  could  produce  m 
times  that  amount,  but  becausi 
the  pipeline  problems,  Chev 
suspended  capital  expenditiu'es 
year  after  investing  $714  million. 

What  may  be  going  on  behind 
scenes  is  that  Russia  is  being  give 
role  in  Tenghiz  in  retui-n  for  backing 
on  the  other  big  trove  of  Caspian  oi 
Azerbaijan.  The  Clinton  Administra 
has  put  pressm-e  on  the  $7.8  billion 
sortium  led  by  Amoco  Corjj.  and  Bri 
Petroleum  Co.  in  Azerbaijan  to  tn 
port  most  of  its  oil  out  thi'ough  Tm 
rather  than  thi'ough  Russia's  Black 
ports — iis  Moscow  has  demanded.  Ru; 
wliich  is  capable  of  disi-upting  such  p 
if  it  wants  to,  may  now  be  acceding 
the  Tio-kish  route  as  long  as  it  know 
can  get  a  second  major  pipeline 
from  Tenghiz  through  its  tenitoiy. 
CAPITAL  CHANGE?  If  the  pipeline  pil 
lems  are  solved,  Kazakhstan  will  s€| 
much  bigger  oil  boom  than  the  blip  | 
raised  hopes  thi-ee  years  ago.  Ali-e[ 
sleepy  Almaty  is  getting  something 
face-lift,  as  big-time  playei-s  such  as  i^i 
Elf  Aquitane,  and  Mobil  set  up  shopl 
Nazarbayev  is  also  trying  to  ml 
ahead  with  liberalizing  the  economy.! 
.says  he  is  easing  conditions  for  foreigii 
vestment  in  oil  as  well  as  other  arj 
But  the  question  is  how  wisely  he 
spend  the  revenues — if  they  ever  s( 
flowing.  One  concem  is  Nazai'bayev's 
culiar  insistence  that  the  capitalj 
moved  about  .5(X)  miles  north,  to  the 
olate  town  of  Aqmola,  wMch  today  1: 
enough  potable  water  oi'  housing  for! 
new  status.  Nazarbayev  says  that  [ 
move  is  necessaiy  because  Ahnaty 
"dead  end"  and  has  outgTown  its  locaj 
But  such  a  shift  appears  to  be  on|' 
distraction   from   Kazakhstan's  r|fi 
show — namely,  getting  the  oil  to  flovL 
By  Peter  Galuszka  in  Almaty,  Kazjt' 
Stan,  with  Stanley  Reed  Im  New  '|r 
and  William  C.  Symovds  in  Toronti'f 


1  12  F  BUSINESS  WEEK  /  NOVEMBER  27.  1995 


You'll  find  our  flights  more 
refreshing 


No  matter  how  many  drinks  you 
enjoy  on  our  flights,  you'll  arrive  feeling 
ready  for  business.  Rather  than  ready 
to  sleep. 

Regardless  of  how  exotic  they  look 
or  tempting  they  taste,  all  our  cocktails 
are  alcohol  free. 

Which  leaves  you  free  to  relax  and 
still  think  clearly. 

Mind  you,  we  can't  guarantee  our 
in-flight  cuisine  won't  go  to  your  head. 

It's  so  good  that  60  other  airlines  have 
chosen  us  to  prepare  their  own  meals. 

And  our  seats  are  so  comfortable, 
you'll  probably  find  yourself  catching 


up  on  your  beauty  sleep.  Rather  than 
your  paperwork. 

Given  the  choice,  an  increasing 
number  of  today's  new  breed  of 
business  travellers  are  flying  Saudia. 

You'll  feel  far  more  refreshed  about 
doing  business. 


saudia  w 

SAUDI  ARABIAN  AIRLINES 

Proud  to  serve  You 


A  premature  baby's  life  hangs  in  the  balance. 
Strands  of  wires  wind  their  way  around  its  tiny 
body,  connecting  it  to  an  intricate  life-support 
system.  A  CAT  scan  would  help  doctors  analyze 

AN  ADVANCED  NEW  FIBER^T^ 

mXjIVI  A\IVIKJ\^%J  #0  obstruct  the  x-rays,  they 

SAVING  UVES  THAT  HANGTe^l'^ 

ni^/'  Jk  ^TJ^Mt^C £k       during  the  process,  endanger- 
ed Y  A\  I  ntmCA\L^  ing  the  baby  Fortunately 

a  new  wire  has  been  developed  by  Minnesota 
Wire  &  Cable  Company.  It  uses  advanced 
Thornel'  radiotranslucent  carbon  fiber  from 
Amoco  Polymers.  Its  unique  chemical  prop- 
erties allow  it  to  conduct  electricity  while 
remaining  invisible  to  x-rays.  As  a  result,  all  of 
the  baby's  monitoring  equipment  can  remain 
intact  during  x-rays  or  MRIs.  It's  fast  becoming 
the  standard  monitoring  wire  for  all  patients. 

Every  year,  Amoco  Chemicals  produce  more 
than  $5  billion  of  quality  petrochemical-based 
products  for  customers  in  such  varied  fields  as 
packaging,  fibers,  electronics,  sporting  goods 
and  other  industries  on  the  leading  edge  of  tech- 
nology. Our  goal  is  always  the  same:  customer 
satisfaction. 

"lb  learn  how  we  can  help  ensure  the  growth 
'  of  your  company,  write  Amoco  Chemicals, 

MC7802,  Dept.  M767,  200  E.  Randolph  Drive, 
Chicago,  IL60601-7125.  Or  call  1-800-621-0626, 
extension  767. 


Amoco  Chemicals 


Inventory. 

The  longer  it  sits,  the  harder  it  is  to  move. 


Despite  what  \our  balance  sheet  might  tell  you,  inventoiy  is  no  longer 
an  asset.  T(xla\;  big  inventories  can  slow  business  and  e\'en  bring  it  to  a  screech- 
ing halt.  But  you  can  kee])  your  profits  moxing  in  the  right  direction  b\'  boost- 
ing productivity  in  your  sup])h'  chain. 

GE  Intormation  Sen'ices  can  help  you  shorten  cycle  times,  improve 
in\entory  turns  and  eliminate  out-of-stock  occurrences.  We'll  show  you  how  to 
link  suppliers,  manufacturers  and  distributors  electronically  so  that  your  pur- 
chase orders  and  invoices  are  easiK  sent  and  tracked,  auditing  is  greatly  sim- 
plified and  customer  buying  trends  are  instantly  identified  through 
point-of-sale  data.  For  one  large  retailer,  that  meant  reducing  stock  replenish- 
ment cycles  from  3  days  to  3  hours.  Another  one  of  our  clients  now  gets  spare 
parts  to  overseas  distributors  up  to  10  days  sooner 

Youd  be  surprised  how  much  smoother  your  business  will  run  after  a 
tune-up  b\  OE  Information  Senices. 

Productivity.  It's  AU  We  Do.™ 


GE  Information  Service 


Bill 

I 


!-'(jr  nion-  infuriiKilii)n,  please  call  l-}iU0-5W)-GEIS,  or  write  GE  Inlurnuition  Sen'iees, 
MC:()7F2,  101  .\.  Washiiinloii  .St.,  Roek\ille,  MD  208.5(J.  F"ind  us  on  the  Internet  at  hltp://wwvv.o,e.e()m/geis. 
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lits  &  Bytes 


FED  BY  WILLIAM  J.  WINKLER 


MGS  THAT  TRAVEL 
THE  SPEED  OF 
BITAL)  SOUND 

10    STATIONS  COMPETE 

1  one  another  to  be  the 
to  play  hot  new  music 
ases,  and  the  winner  is 
illy  the  one  with  the  best 
delivery.  Now,  Digital 
jration  Systems  Inc.  sends 
rd  releases  electronically, 
lat  stations  receive  them 
le  same  tiine  and  no  long- 
ave  to  wony  about  disks 
ng  lost  in  transit  or  disap- 
ing  in  the  mail  room.  Us- 
this  setup,  a  studio  such 
apitol  Records  Inc.  digitiz- 
i  song  and  sends  it  via 
le  into  DG  in  San  Francis- 
)G  then  sends  the  release 
5  many  as  238  stations  at 
!,  also  via  phone  lines, 
le  3,500  stations  in  the 
.  and  Canada  have  do  re- 
3rs.  Stations  can  store  the 
ic  on  the  receiver  or 
sfer  it  to  tape, 
igital  transmission  costs 
it  the  same  as  sending  a 
by  Federal  Express,  and 
laims  the  sound  is  better, 
e  September,  when  mca 
ords  Inc.  released  Reba 


TAKING  A  BYTE  OUT  OF  GRIME 


CREATING  COMPOSITE 

sketches  of  crime  suspects 
has  always  been  a  painfully 
slow  and  error-pi-one  as- 
signment. Now,  police  offi- 
cers can  draw,  print,  and 
fax  them  in  color  on  Win- 
dows-based PCs  with  a  pro- 
gram called  c.R.i.M.E.s.  (for 
Crime  Reduction,  Image 
Management,  and  En- 
hancement System) 
from  San  Diego-based 
Image  Ware  Software 
Inc.  Part  of  the  pro- 
gram, called  Suspect 
ID,  allows  police  to 
build  faces  in  color 
on-screen.  Another 
module,  called 
C.R.I.M.E.S.  Lab,  shows 


r, 


how  a  criminal  suspect 
might  look  after  aging  or 
trying  to  disguise  his  or 
her  appearance. 

The  company  sells  separ- 
ate modules  to  enhance  vid- 
eotape images  and  analyze 
crime  records  for  patterns 
that  could  betray  suspects. 
It  also  plans  modules  for 


□ 


analyzing  signatures  and 
comparing  composite  imag- 
es with  photo  databases. 
C.R.I.M.E.S.  is  already  being 
used  by  147  police  depart- 
ments, the  company  says. 

That's  only  a  small  dent 
in  the  market,  however: 
Some  3,000  police  depart- 
ments around  the  world 
rely  on  Smith  &  Wesson 
Corp.'s  Identi-Kit  sets, 
which  have  long  been 
used  to  create  sketches 
by  manually  overlaying 
plates  imprinted  with 
facial  parts.  Roughly 
500  of  those  customers 
use  Smith  &  Wesson's 
two-year-old  Identi- 
Kit  software,  which 
creates  black-and-white 
sketches. 


McEntire's  single  On  My 
Own,  DG  has  sent  out  works 
of  live  aitists.  A  three-minute 
song  takes  nine  minutes  to 
send,  so  initially,  only  the 
headline  recordings  will  be  re- 
leased digitally.  Next  up  on 
the  DG  network:  two  newly 
discovered  Beatles  recordings 
from  Capitol,  coming  Nov.  20. 


THE  SHADES  OF  THINGS  TO  COME 


IN  THE  FUTURE  ENVISIONED 

by  Planar  Systems  Inc.  of 
Beaverton,  Ore.,  and  Virtual 
i-0  of  Seattle,  a  pair  of  sun- 
glasses will  take  you  into 
virtual  reality.  The  two  com- 
panies have  joined  forces  to 


OW  THE  OTHER  HALF  HACKS 


SEN  IT  COMES  TO  COMPUT- 

s,  the  rich  are  different, 
^cording  to  a  new  Roper 
"gamzation  sm-vey  commis- 
)ned  by  Conde  Nast  Publi- 
tions  Inc.,  Ameiicans 
ming  over  $100,000  a  year 
e  big  users  of  computers 
id  onUne  sei"vices.  Of  the 
)00  polled  who  had  a 
edian  family  income  of 
42,000,  56%  owned 
:s,  vs.  about  40%  of 
'erall  U.  S.  house- 
Ms  cited  in  a  recent 
inkelovich  Partners 
ic.  study.  And  23%< 
the  rich  used  online 
rvices — mostly  for 
ork — vs.  13%  of  Amer 
ans  in  general. 


But  the  rich  differ  ft'om 
one  another,  too.  They  fall 
into  five  categories  defined 
by  their  attitudes:  "Ti-ail- 
blazers,"  who  say  they  find 
new  technology  stimulating, 


were  the  biggest  PC  owners, 
at  84%.  "Contented  Afflu- 
ents," who  are  mainly  inter- 
ested in  home,  family  and 
preserving  wealth,  are  the 
least  high-tech,  with  only 
41%'  owning  I'Cs.  Other  cate- 
gories are  the  value-minded 
"Savvy  Affluents,"  at  55%; 
the  status-seeking  "Strained 
Affluents,"  at  49%;  and  the 
image-conscious  "Luxiuy 
Lovers"  at  48%-. 

Each  group  has  its 
own  hot  buttons,  so  PC 
makei's  should  know 
their  segments.  That 
way  they  won't  try 
selling  a  HMW  to 
someone  who  prefers 
a  Ford  Explorer,  says 
Stephen  Jacoby,  corpo- 
rate marketing  director 
at  Conde  Nast. 


bring  that  vision  to  market. 
Planar  Systems,  a  $78  mil- 
lion maker  of  flat-panel  dis- 
plays, will  contribute  its 
proprietary  active-matrix 
electroluminescent  display 
technology.  Virtual  i-0,  a 
two-year-old  private  compa- 
ny, expects  to  adapt  the  dis- 
plays to  its  line  of  virtual- 
reality  goggles. 

If  the  team-up  with  Pla- 
nar works.  Virtual  i-0  says  it 
can  make  a  virtual-reality 
setup  about  the  size  of  a  pau- 
of  sunglasses.  That's  because 
Planar's  new  technology  can 
project  screen  images  onto 
a  square  that's  less  than  an 
inch  wide,  says  Linden 
Rhoads,  president  of  Virtual 
i-0.  The  technology,  which 
was  developed  under  a  con- 
tract from  the  Defense 
Dept.'s  Advanced  Research 
Projects  Agency,  uses  ciix-uit- 
ry  under  luminescent  materi- 
als, providing  images  much 
faster  than  a  liquid  crystal 
display,  with  better  resolu- 
tion and  less  power.  Planar 
says  the  companies  hope  to 
have  a  commercial  product 
late  next  year. 
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People  depHinl  un  bearings  in  their  daily  lives.  Karl-Heinz  Rons  from  Cologne,  operates  his  mechanical  digger  with  the  help  of  SKF  rolling  bearing 
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the  case  ot  Uloe  unung.  bM-  cranKsnan  oearings  weigning  lu  ounces  maKe  smooin  cycmiy  aruuiiu  iiew  lum  pan     iiei  iuuhmb. 


SKF  is  the  world  leader  in  bearing 
technology. 

We  reduce  friction  in  vehicles,  ships, 

trains  and  aircraft. 

In  heavy  industry  and  household 

appliances. 

In  rockets  and  computers,  in  robots 
and  cameras. 

Almost  everything  that  moves 
can  move  faster,  smoother,  easier 
and  -  cheaper. 

Less  energy  for  machines  means 
more  energy  for  mankind. 


My  name  is 

Dennis.  , 
My  company's 

_  _  name  is  J 
Mannesmanni 


Mannesmann  technology  is  at  work  throughout 
America. 

"Wherever  high-precision,  controlled 
movements  are  demanded,  the  Rexroth 
Corporation  is  the  'muscle  behind  the 
machine',  with  its  supply  of  hydraulic, 
pneumatic,  electrical  and  mechanical 
drives.  Star  Linear  Systems-a  subsid- 
iary of  the  world's  leader  in  industrial 
hydraulics-offers  a  comprehensive 
range  of  components  for  linear  motion 
technology." 

But  Mannesmann  companies  are  world 
market  leaders  in  many  other  fields  too, 
e.  g.  Mannesmann  Demag  in  metallurgical 
plant  and  equipment  and  material  handling, 
or  Mannesmann  Rexroth  in  industrial  hydrau 
lies.  And  we  didn't  just  arrive  in  the  United 
States,  our  roots  go  back  more  than  100  years 
when  Mannesmann  steel  lubes  were  first 
used  in  the  U.S. 


Mannesmann's  technology  is  the  rt  a 
we've  grown  to  be  a  $  20  billion  c  i 
pany  with  125,000  employees  operan 
in  over  190  countries.  In  the  Uii 
States  alone,  we  have  35  nu  ; 
facturing  facilities  and  more  ta 

90  sales  offices. 
Mannesmann  people  are  kx ; 
across  the  country  -  whereveis 
are  needed  to  serve  our  custom 
From  industrial  products  and  t( 
nologies  to  engineered  systci 
Mannesmann  technology  is  at  \s 
improving  the  productivity  and  r 
petitiveness  of  American  indu- 


Call 

1-800-356-9235 
for  a  copy  of  the 
NEW  brochure 
"Mannesmann  in 
North  America" 

Mannesnunui  Deniag 

DtMIUUJ  Mut.il  Pl.HlIS 

Cimstf ijclion  MatjIiHiery 

V.ii)  Dorn  Detnag 

Denidg  Delaval  Tui bomachinery 

Mannesmann  Doniag 

Mfiterial  Handling 

M.ipistaii  Diirnag 

Deinag  Material  Handling  Equipment 


mannesmann  technology 


Mannesmann  Rexroth 
ItuJustnal  Hydraulics  Divisioi 
Mobile  Hydraulics  Division 
Piieumatics  Division 
Piston  Pump  Division 
Indramat  Division 
Stai  Linear  Division 


Mannesmann  Plant 
Construction 

KTI 

KTI  Fish 
Krauss-Maffei 

Krauss-Mallei  Corporation 
Dorr-Oliver 
Netstal  Mactiinery 
AB  Lasers 

BerstortI  Corporation 


Mannesmann  Fichtel  &  Sachs 

Slabilus 
Sachs  Automotive  ol  America 
Sachs-Boge  Automotive  Company 
Sachs  Bicycle  Components 
VDO 

VDO  Yazaki 
Argo  Instruments 


Mannesmann 
Hartmann  &  Braun 

Applied  Automation 
Sensycon  Corporation 
Bomem  (Canada) 
Mannesmann  Tally 
Mannesmann  Pipe  &  Steel 


Mannesmann  Pipe  Mil 

Mannesmann  Oiltield  1 
Berg  Steel  Pipe 
DMV  Stainless  USA 
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le  following  list  contains  the  Internet  addresses  for  advertisers  appearing  in  Business  Week. 


[  Innovation  Network 

p://www.mmm.com 

vanced  Micro  Devices 


p://www.amd.com 
jia 

p://\vww.aetna.com 

e  American  Institute  of 
:hitects 

?capcon.net 

lerican  Power 
nversion 

p;//www.apcc.com 

e  American  Stock 
:hange 

p://ww\v.amex.com 
leritech 

p://w\vw.amerirech.com 
&T 

p://\v\vw.att.com 
II  Atlantic 

p://w'ww.bell-atl.com 
mpaq 

p://www.compaq.com 


Computer  Associates 

http://www.cai.com 

Cray  Research 

http://www.cray.com/ 

Digital  PC 

http://www.pc.digital.com 
FedEx 

http://www.fedex.com 

GE  Information  Services 

http://\vww.ge.com/geis 

Global  Village 

http://www.globalvillage.com 

Haworth 

http://www.haworth- 
furn.com 

Hewlett-Packard 

http://www.hp.com 

IBM 

http://www.ibm.com 
Intel 

http://www.intel.com/ 

Jack  Daniels  Tour 

http://\vww.infi. net/jack 
daniels/ 


Janus  Funds 

http://networth.galt. 
com/janus 

Kodak 

http://www.kodak.com/ 

Eli  Lilly  &  Company 

http://www.lilly.com 

Lotus 

http://vvww.lotus.com 
Maplnfo 

http://www.mapinfo.com 
MCI 

http://www.mci.com 
Microsoft 

http://www.microsoft.com/ 

Motorola,  Wireless  Data 
Group 

http://ww\v.mot.com/wdg/ 

NYU's  School  of 
Continuing  Education 

http://www.nyu.edu/sce/ 

Netcom  On-Line 
Communication  Services 

http://www.netcom.com 


Network  Systems 
Corporation 

http://www.network.com 

Novell 

http://www.novell.com 
Okidata 

http://www.okidata.com 
PeopleSoft 

http://www.peoplesoft.com 

Platinum  Technology 

http://www.platinum.com 

The  Principal  Financial 
Group 

http://www.prmcipal.com 
PSINet 

http://www.psi.net/ 
Raytheon 

http://www.raytheon.com 

Charles  Schwab 

h  1 1  p :  /  /  www.  schwab.com 

SAS  Institute 

http://www.sas.com/ 


Siemens 

http://www.siemens.com 

Silicon  Graphics 

http://www.sgi.com 

Sun  Microsystems 

http://www.sun.com 

Tektronix 

http://www.tek.com/ 
Color_Printers/ 

Texas  Instruments 

http://www.ti.com 

Toyota  Motors 

http://www.toyota.com 

Unisys 

http://www.unisys.com 

Unlimited 
Systems/KONEXX 

http://www.konexx.com 

UPS 

http://www.ups.com 

Zenith  Data  Systems 

http://www.zds.com 


Network,  http://www.sun.com 


His  name  is  Network.  Tell  him  what  you  need  and  hell  get  it  for  you.  ^^^StlTl 


Information  Processing 


/\  oveaK 
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or 


bus'ines'S'. 


Business  travelers  to  tliese 
locations  will  lie  getting  a  liig 
lirealc  witli  tlie  arrival  ol 
FiHir  Points  Hotels 
liv  IT7  Slieraton. 
At  Four  Points  fiotels, 
a  reasonaWe  rate  guarantees 
tliem  room  service,  a  tliree- 
meal  restaurant  rigkt  on  tlie 
premises  and  a  fully-et(uippetl 
litness  room.    Even  a  free 
weekday  newspaper.  Our 
business  is  making  yours  easier. 


ALcrcleen.Ml) 
Atlanta  Nortliwfst.GA 
y\ustin,TX 
BaL-crsfiel(l,CA 
1^  r  i>  w  n  s  V  i  1 1  c ,  T  X 
CliarloltLSvillcVA 
D.in  Uirl.:,NV 
Hastliam.MA 
I'rcsno.CA 
U  r  e  e  n  s  t)  u  r  ^ ,  Py\ 
llarrisonliur^,\'A 
Ila^crstown.MI) 
Houston  I-IO  West,TX 
Itliaca.NV 
I  aUelancl,FL 
I  aval,(Jl'H 


l.co  m  i  n  5 1  e  r ,  MA 

Lut)l,oci;,TX 

Mempllis  Airport, T  N 
Mississau^a,ONT 
Mt.  Arlinj^ton.N) 
Nortli  C  o  n  w  a  V  ,  Nil 
0,naKa,N'l-: 
P I  e  a  s  a  n  t  o  n  ,  C  A 
Sa  n   I)  i f  ^o  ,  C  /\ 
SuclUiry.ONT 
S  n  n  n  y  V  a  1  e ,  C  A 
5  a  n  d  11  s  l<  y ,  C)  H 
I  f  \  a  r    a  n  a  ,  1  X 
Wa  t  c  r  liii  r  V  ,  C  Y 
Wicl.lta  I  a'lls.TX 


Four  Points 


HOTELS 


y  tTT  SHERATON 


800-325-3535 


COMPUTER  SERVICES 


THE  STRAIN  OF  GAIN 
AT  AMERICA  ONLINE 

Business  defections  and  rewed-up  rivals  may  slow  gro^ 


In  i-arly  I'.t'.):;,  Stephen  M.  ( "asf,  cliicf 
e.\ecutive  of  America  Online  Inc., 
took  stock  and  made  a  fateful  deci- 
sion. With  350,000  subscribers,  aol 
was  less  than  a  third  the  size  of  rivals 
Prodigy  Services  Co.  and  CompuServe 
Inc.  Case's  conclusion:  It  was  time  "to 
slam  down  the  accelerator,"  recalls  the 
37-year-old  entrepreneur,  aol  flooded 
the  mails  with  fi"ee  sign-up  software— 
the  first  specifically  designed  for  Win- 
dows. It  wooed  brand-name  content 
providers — magazines  such  as  business 
WEEK  and  TV  networks  such  as  abc — 
and  kept  adding  new  areas  eveiy  week. 
The  company  says  it  is  now  adding 


OVERLOAD 

The  system 
went  down 
for     hours  on 
a  prime-time 
Friday  night 
recently 


sulisrrilicrs  at 
astonishing  rate 
300,000  a  month, 
that  cHp,  in  the 
cal  year  ending 
June  30,  the  co 
ny  will  double  m| 
bership,  to  6.4 
lion,  making  it 
and  away  the 
dog  in  online  services.  If  that  happ] 
analysts  say  revenues  will  nearly  t: 
to  $1.1  billion.  That's  because,  at 
same  time  that  membership  is  sweLj 
AOL  says  monthly  bills  are  jumpi: 
from  an  average  of  $15  last  yea 


9  tni9  rne 

Lfour  mic^price 


evel  o|"  communicc^tion?  service? 
iJoriceJ  Lupine??  Iiotel  ? 


Notking  can  mess  up  a  Lusiness  trip 
ister  tkan  not  keing  akle  to  stay  in  touck 
itk  your  kusiness. 

Wkick  is  wky  Four  Points  Hotels  ky 
TT  Skeraton  provides  all  tke  tools  you 
eeJ  to  stay  on  top  o  ftk  lUPS. 

Like  a  pkone  witk  an  extra  long 
Orel  tkat  kas  a  Jata  port  for  your 
omputer.   Like  a  desk  in  your  room 
ike    a    free    weekday  newspaper 
elivered  rigkt  to  your  door. 

Fax,  copier,  and  secretarial 
srvices  are  also  availakle. 

And  smce  all  tkat  work 
ou're  going  to  do  skould 


ck^ 


ik 


dd( 


earn  you  a  cnance  to  relax,  we  also  provide 
a  tkree-meal  restaurant  rigkt  on  tke  premises, 
room  service,  laundry  service,  and  a  well- 
equipped  fitness  room. 

It's   all   part   or   our   unique  Four 
Points  Hotels  pkilosopky,  from  w  kick  we 
take  ovir  name  and  on  wkick  we  stake 
our  reputation: 

•An  Experienced  Host. 
•Tke  S  ervices  You  Need. 
•Exceptional  Care. 
"  *  Price  Witkout  Sacrifice, 
r  our  1  OiniS  caH  your  travel  agent,  or 


HOTELS 


BY  ITT  SHERATON 


call  us  at  800-325-3535. 

Our  lines  are  wide  open. 


Deserve  "Pett 


We  are  proud  to  offer  AT&T  Long  Distance  Ser\ace  for  all  your  AT&T  Calling  CarJ,  AT&T  Universal  CarJ  anJ  operator-assisted  calls  at  most  locations. 

©1995  ITT  Sheraton  Corporation. 


Korea 
Orchestrates 
Sound  Quality 


From  automobiles  to  VCRs.  each  product  Made  in  Korea  is  craftec 
5     with  Sound  Qualit\.  That's  the  key  to  why  Korea  is  the  world's 

largest  producer  of  finely  crafted  pianos.  And  w  hy  Korea  accounts  | 
flu       ■  ^^iiJ     for  the  world's  largest  share  of  state-of-the-art 

^  ^  Ifc"  "'■^  memory  chips. 

\  color  TVs, 

microwave  ovens  and  VCRs.  Craftsmanship 
is  not  onlv  a  tradition  in  Korea,  it's  a  reality. 


So  everything,  from  notebook  PCs 
to  ships,  is  made  with  Sound  Quality. 
Take  a  look  for  yourself. 
You'll  find  scores 
of  products  worth 
noting.  But  don't 


take  our  word  for  it.  Give  us  an  audition.  Test  any  product 
Made  in  Korea.  And  you'll  be  singing  our  praises  too. 


Korea  Foreign  Trade  Association 


An  AS/400®  Advanced  Series  Solution 


and  the  ability  to 
add  more  power  at  a 
moment's  notice. 


He  was  also  the  first  to  see  that 
AS/40()  Advanced  Series  could 
do  all  this  with  lower  administrativf 
costs  than  other  platforms. 


-  ■.'3 
".Hi 

—  .80 


is  a  client/server 
network  that  sends 
sales  data  throughout  the 
Segal' empire  instantly 


Behind  Bill  Downs' 
success  in  keeping  Earth 
sale  from  alien  life -forms 


W  hen  your  business  grows  from 
zero  dollars  to  a  billion  dollars  in  fii 
years,  choosing  a  client /server  systcii 
that  can  keep  up  irith  the  growth  is 
pretty  important. 

U  Inch  is  irliat  Bill  Don  ns  of  Si 
has  found  icitli  \S/UH>  Advanced  S( 

"'In  five  years,  ive  probably  ivoid 
have  had  Ino  or  three  different  busi- 
ness systems  if  n  e  had  started  uitli 
something  that  didn't  scale  as  easil 
AS/ too."  says  Bill.  ''N(me  of  us  had 
idea  nc  ivoidd  grow  as  fast  as  ive  . 

Hill  has  his  AS/ WO  Advanced  Si 
rnnning  the  entire  business.  Re's  </>. 
//  to  pnx  ess  orders  (Uid  schedule  dcli- 
ery  to  2().0()<)  retail  stores  overnighl 
has  his  comp(my's  l'(,.s.  Macs,  and  Si: 
(Graphics  irorkstations  running  off  h 
And  his  \S/IIH>  Ulnnu  ed  Series  doi 
<dl  this  with  a  technology  budget  of  /*> 
than  Ino-tenths  of  one  percent  of  rei 
enue.  and  uith  nuni  ma  I  support  stal 

If  you'd  like  to  see  how  you  can 
manage  business  growth  at  lower  co 
with  iS/l()()  idvanced  Series,  call  u 
I  IIOII  ll{\l-:m:i.  e.xt.HAir,  l.  Or  vi.^it  o 
home  page  at  http://wu-w.as  lOD.ibni 


Solutions  for  a  small  planet" 


nformation  Processing 


40  now.  AOL  also  expects  to 
in  generating  revenue  from 
rie  advertising  and  product 
s  of  roughly  $25  million  this 
r.  Another  source  of  reve- 

will  be  transaction  fees 
(1  home  banking,  which  will 
offered  to  aol  customers 
lUgh  a  just  completed  deal 
1  Intuit  Inc.,  maker  of 
:ken  financial  software, 
[eanwhile,  aol  has  launched 
til-new  Internet  service,  Glo- 
Network  Navigator  (gnn), 

is  even  generating  some 
)orate  sales.  Because  it  has 
;ss  capacity  on  its  data  net- 
k  during  the  daytime,  aol 
'  sells  data  networking  to 
inesses  such  as  Federal  Ex- 
5S.  Between  that  and  gnn, 

expects  to  brirg  in  an  ad- 
3nal  $50  million  this  year, 
ey're  gi'owing  like  crazy  and 
idening  theu-  revenue  mix," 
;  Gary  Arlen,  president  of 
3n  Communications  Inc.,  a 
hesda  (Md.)  market  re- 
fcher.  "But  the  real  ques- 

is,  can  they  keep  it  up?" 
ndeed,  there  are  constant  signs  of 
wing  pains.  The  service  continues 
uffer  from  connection  problems  be- 
se  the  company  hasn't  added  com- 
ers and  network  connections  fast 
ugh.  On  Sept.  29,  the  system  went 
71  for  hours  during  its  prime  Fri- 
-night  block  because  of  a  software 
I.  On  Nov.  14,  another  software 
zh  shut  off  network  access. 
KY  BREAK.  Service  problems,  though 

severe  than  they  have  been  in  the 
are  annoying  members  and  bump- 
up  the  "chum"  rate — the  niunber  of 
nbers  who  drop  the  sei-vice  within  a 
V  of  signing  up.  Memll  Lynch  &  Co. 
mates  that  aol's  churn  rate  has 
pped  from  36%  to  29%  this  year. 
1,  that  means  that  for  the  company 
rrow  from  4  million  customers  now 
5.4  milhon  by  June,  it  will  have  to 
I  2.4  million  new  recruits  and  re- 
:e  1.2  million  departing  ones.  The 
ipany  says  its  new  nationwide  high- 
ed  network,  called  AOLNet,  should 
uce  service  outages, 
irabbing  a  flood  of  new  customers 
n  among  the  milhons  of  consumers 
ing  home  PCs  has  been  pretty  easy 
!ly.  agl's  year  of  meteoric  growth, 
'5,  turned  out  to  be  a  time  when 
3t  of  the  company's  major  competi- 
s  were  caught  flat-footed,  "aol  has 
in  benefiting  from  the  problems  of 
ers,"  says  Thomas  Miller,  a  consul- 
t  for  New  York-based  market  re- 


searcher FiND/svp.  Prodigy,  once  the 
highflier  in  consumer  online  services, 
has  been  mired  in  management  uphea- 
val as  its  parents,  IBM  and  Sears,  wran- 
gle over  its  future.  And  the  Microsoft 
Network — a  huge  threat  to  aol — has 
gotten  off  to  a  slow  start,  giving  Case  a 
substantial  break. 

But  aol's  lucky  streak  may  be  end- 
ing. Already,  the  company  has  lost  two 
high-profile  content  providers:  In  April, 
NBC  bolted  for  the  Microsoft  Network, 
saying  the  software  giant's  view  of  the 
digital  future  more  closely  matches  the 
TV  network's  own  interactive  plans. 
Now,  Time  magazine  is  negotiating  with 
rival  CompuServe,  which  is  dangling  a 
$3.5  milhon  guarantee — six  times  more 
than  aol's  deal  two  years  ago.  "It  was 
the  RJR  Nabisco  deal  of  the  online 
world,"  says  one  Time  official  close  to 
the  deal. 

It  also  shows 
that  the  former 
leader  of  the  online 
pack,  CompuServe, 
is  ready  to  fight 
back.  The  Colum- 
bus (Ohio)  company, 
a  subsidiary  of  h&r 
Block,  has  an- 
nounced plans  to 
more  than  quadru- 
ple its  marketing 
budget  to  win  new 
customers  this  year. 


CYBER-CEO 

WTiile  Case 
has  increased 
revenues  some 
1)0%  in  three 
vars,  profits 
u'en't  expected 
.itilmid-19f)(i 
iTaiiseof 
fjuisitions  and 
.arketing  costs 


SUBSCRIBERS 
ARE  JOINING  IN  DROVES 


7.5 


2.5  • 


0  • 


NUMBER  OF  AOL 
SUBSCRIBERS 


92  '93 


'94 


■90  '91 
AMILLIONS 

DATA:  ARLEN  COMMUNICATIONS  INC 


The  most  direct  as- 
sault will  be  a  new 
service  for  neophyte 
users — whose  num- 
bers make  up  most 
of  the  millions  who 
have  put  aol  out 
ahead.  Being  devel- 
oped under  the  code 
name  Project  Wow, 
the  new  service 
promises  to  be  even 
easier  to  use  than 
aol  and  is  expected 
to  carry  a  basic 
monthly  fee  of  $5  to 
$10.  For  dedicated  Net  surfers,  Compu- 
Sei-ve  will  offer  an  Internet-only  service 
code-named  Spryte,  based  on  the  Spry 
Inc.  Internet-access  service  it  acquired 
for  $100  milhon  in  Mai'ch.  The  projected 
monthly  cost:  just  $4.95  for  three  hours, 
with  each  additional  hour  costing  less 
than  $2. 

FAT  GUARANTEES.  CompuServe  wiW  also 
beef  up  its  core  service.  The  26-year- 
old  network  will  get  a  new  interface 
that  is  more  "user-ergonomic."  Compa- 
ny officials  also  hint  that  T^me  isn't  the 
only  big-name  content  provider  they'll 
try  to  lure  with  fat  guarantees.  Like 
AOL,  CompuServe  is  now  willing  to  rack 
up  short-term  losses  to  gain  members. 
"We're  deaUng  with  one  competitor  that 
isn't  making  any  money,"  says  Compu- 
Serve Executive  Vice-President  Barry 
F.  Berkov.  So  "we  took  a  position  that 
rather  than  maximize  profits,  we're 
making  incremental  investments"  to  im- 
prove the  service,  he  says. 

aol's  reaction  to  the  possible  loss 
of  Time  has  been  to  downplay  the 
magazine's  significance  online.  "If  our 
competition  wants  to  spend  big  bucks 
to  steal  brand  names,"  says  Mark  L. 
Walsh,  an  aol  senior  vice-president, 
"I  don't  think  we're  prepared  to  get 
into  a  bidding  war." 

With  good  reason.  While  Case  has 
pushed  revenues  from  $51.9  million  to 
$394.2  million  in  just  three  years,  he 
has  not  generated 
much  in  the  way  of 
profits — and  ana- 
lysts don't  expect 
AOL  to  be  cash-flow 
positive  until  the 
fourth  quarter  of 
fiscal  1996.  Charges 
related  to  a  string 
of  acquisitions  and 
the  costs  of  luring 
new  members  to 
the  service  pro- 
duced an  operating 
loss  of  $19.3  milhon 
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TH    PR  BLEM  IS 
M  ST  CONFER  NCE  C  LLS 
s  um  UK  THS. 


SOUNDSTATION®  TECHNOLOGY  ELIMINATES 
CLIPPING  ON  CONFERENCE  CALLS. 

Meetings  over  the  phone  are  necessary  in  today "s  competitive  busi- 
ness chniate.  But  they're  hardly  the  next  best  thing  to  being  there 

Everyone's  hunched  over  the  speai<.erphone.  Only  one 
person  can  talk  at  a  time.  And  participants  can  barely 
hear  each  other. 

That  is,  unless  they're  using  the  revolutionary 
SoundStation  from  Polycom. 

SOUNDSTATION— 
NO  MERE  SPEAKERPHONE. 

With  SoundStation,  people  can  speak  freely  with 

out  distortion,  echoes  or  the  familiar  "clipping" 

in  which  words  and  entire  phrases  are  blocked 

out  by  another  voice. 

SoundStation  enables  simultaneous 

conversations,  also  known  as  full-cliiple\ 

through  a  unique  combination  of 

Acoustic  Clarity  Technology  "  (ACT 

and  Digital  Signal  Processor  chips. 

The  result  is  unparalleled  sound 

quality  for  multiple  voices  no 

matter  where  people  are  in 

the  room. 

PLUG  AND  PLAY 
AUDIO- 
CONFERENCING. 

Simply  plug 

SoundStation  into  an 

electrical  outlet  and  analog 

phone  line  and  you're  ready  to  conference. 

The  three  directional  microphones  pick  up  all 
voices  within  a  25-foot  radius.  Try  that  with  a  conven- 
tional speakeiphone. 

SoundStation  is  even  easier  to  use.  The  built-in  keypad  works 
just  like  your  touch-tone  phone.  And  it  comes  with  a  complete  set 
of  features,  including  a  "flash"  key  for  tran.sferring  calls. 

The  SoundStation  EX  model  includes  extemal  microphones 


that  increase  the  overall  range.  An 
optional  wireless  microphone  further 
extends  the  ranee  to  50  feet. 


SMALL  CONFERENCE 
ROOMS  OR 
EXECUTIVE  OFFICES 


I 


LARGE  CONFERENCE 
ROOMS: 

SOUNDSTATION  EX 
WITH  LAPEL  MIC 


USED  IN  MORE  CONFERENCE 
ROOMS  THAN  ALL  OTHER 
SPEAKERPHONES  COMBINED. 

Over  75Vf  of  the  worldwide  audio- 
conferencing  market  relies  on 
4     SoundStation 's  breakthrough 
technology  day  in  and  day  out. 
One  of  the  world's  largest 
semiconductor  companies  uses 
over  1500  SoundStations  to 
conduct  more  than  2000  conference  calls  a  week 
"We  were  looking  for  an  easy-to-use,  high 
quality  system  that  was  affordable  and  mei  o 
technical  and  ergonomic  requirements," 
explains  the  teleconferencing  product  ni; 
ager,  "Existing  products  simply  wereii 
able  to  deliver." 

Maybe  that's  why  Telecoiinct  i 
Ma^iuzinc  called  SoundStation 
"the  be.st  we  have  heard"  an( 
gave  us  their  Editor  's 
Choice  award. 


NO  RISIO  MONE ' 
BACKGUARANTIL 

For  only  $995,  you 
can  make  your  audio- 
conferences  less  stressful,  more  natural  and 
more  productive  than  ever  before. 
Try  SoundStation  for  30  days.  If  you're  not 
satisfied  for  any  reason,  just  return  it  for  a  compic 
refund,  no  questions  asked. 

To  order  SoundStation,  call 
M  1.800-POLYCOM  (765-9266)  to 
Jud  Now  everyone  in  the  meeting  can  be  in  lli- 


same  room. 


t< 


CHOOSE  THE  SOUNDSTATION  THAT'S  RIGHT  FOR  YOU 


PC 


OM 


Call  for  information  about  our 
National  Account  Program 

2584  JUNCTION  AVENUE. 

DEPT;  BW 11/95 

SAN  JOSE.  C A  951.14-1902 

htlp://www. polycom.com 


•tnw  Polytom.  Inc  Polyiiim.  fhe  Polycom 
logo  and  SoundStation  are  registered  trademarks 
and  Atoustit  Clarity  Technology  is  a  trademark 
ot  Polycom.  InC- 


QTY. 

ITEM 

PRICE  EACH 

TOTAL 

SoundSlalion 

'  %     995i)(j  ^ 

SoundStation  EX 

$  1,595.00 

SoundStation  EX  w/Lapel  Mic 

%  1,795.00 

PHONE: 

1.800.POLYCOM 

FAX  CC#/P.O.  TO: 

408.526.0308 


METHOD  OF  PAYMENT 


Total  for  Merchandise 


Applicable  Sales  Tax  in  California 


Shipping  and  tJandling* 


TOTAL 


I  1  Check   

I  I  enclosed  suit: 


SiClNATtIKE 


-Ph  asr  Mill  JV  nil  S&ll  Call  fo, 
C}SA#  GSOOKWAGDMH 


til  prn  in^  utui  \htppii 


^le  year  ended  on  June  30.  Had 
ompany  used  less  aggi'essive  ac- 
ing  practices,  the  loss  would  have 
more  like  $70  million,  says  aol's 
;or-relations  chief,  Richard  E.  Han- 
lOL  reported  the  lower  figure  be- 
lt capitalizes  the  costs  of  acquir- 
3w  members — about  $111.8  milhon 
'ear — rather  than  recording  them 
penses  against  cuiTent  earnings.  If 
Nere  to  expense  membership-ac- 
ion  costs,  the  $85  million  operating 
that  Merrill  Lynch  predicts  for 
would  turn  into  a  $100  million  loss, 
)n  says. 

die  critics — including  a  huge  block 
)rt  sellers — say  this  is  questionable 
nting.  Case  says  it  is  perfectly  pru- 
He  points  out  that  other  service 
anies — including  rival  Compu- 
I — do  the  same.  He  says  the  two- 
amortization  peiiod  is  actuaUy  con- 
tive  since,  according  to  his  own 
rch,  the  typical  AOL  customer  is 

LiniE  PAYOFF 
SO  FAR 


'91        '92        '93        '94  '95 
LLIONS  OF  DOLLARS    'FISCAL  YEAR  ENDING  JUNE  30 
DATA:  COMPANY  REPORTS 

to  stick  with  the  sei"vice  for  40 
IS.  Most  naysayers  balk  at  both  fig- 
noting  that  AOL  has  added  the  bulk 
members  over  the  past  two  years 
far,  the  short  sellers  who  predict- 
at  the  wheels  would  spin  off  Case's 
th  machine  have  been  humbled, 
stors  betting  against  Case  have 
)ed  hundreds  of  millions.  With  the 
et  placing  stratospheric  valuations 
/ber-startups  such  as  Netscape 
Tiunications,  aol  has  seen  its 
is  skyrocket,  to  more  than  $80 
$26  at  the  start  of  the  year.  The 
is  have  spht  twice  since  the  initial 
L>  offering  at  11'/^  in  March,  1992, 
mother  two-for-one  split  is  sched- 
for  Nov.  28.  The  hot  stock  is  a 
to  aol's  gi'owth  formula  because 
uses  stock  to  make  acquisitions 
.0  finance  expansion, 
tnetheless,  the  pitfalls  are  there, 
e  grov/th  machine  sputters,  the 
s  could  have  their  day.  In  order  to 
moving  toward  profitability,  the 
lany  must  keep  bringing  in  new 
mers.  Without  steady  growth,  aol 


How  FaK  VVOILD  TllKY  Go 

For  a  BiLOVA? 


fiulhn  lliaii  llir\  i-\ff  li;i\c  lii'lon-.  Bccaii.se  a  Bnldxa 
t  liick  i--  a  I  iir^iiioi  jiifl  tlial  --ax    \  ou  II  gi)  far  loutilici'. 
S(i  lliaiik  lhal  im()ortaiil  i  liciii,  \ckrio\\lpflge  vi)iir 
valui'd  aisociatrs.  And  iln  il  w  illi  llir  nitf 
llial  la^N  lac  liiiiiici'  than  lll<l^l. 

BULOVA 

AMERICA'S  Incentive 


iMlinn  ihi-  x.iiii  l.iiMi 
  I          lil.l.n;,    \,,-     W  Unlr  \\ 


Ml  hi    \;m, nihil  ^;ll^,  M.iiiM.jn  ,iil  \l;,ik.'l-  Dni^imi 
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Dreaming  of 
an  Accord? 

Apparently  so 
were  the  Taurus 
designers. 

©  1995  American  Honda  Motor  Co.,  Inc. 


Get  Into  The  Game! 

The  pageantry  and  excitement  of  college  football  comes  to  life 
^1 I'^^^l '^'^  dramatit  fashion  at  the  new  College  Football  Hall  of  Fame 

in  South  Bend,  Indiana. 

Action-packed  interactive  displays.  Life-size  sculptures.  And  larger-than-life,  dynamic  A-V  presentations. 
State-of-the-art  exhibits  like  these  place  you  in  the  middle  of  the  exciting  game  and  rich  tradition  of 
college  football.  Make  your  plans  now  to  catch  the  heritage,  history  and  heroes  of  America's  fovonte  collegiate  sport  at  the  all-new 
College  Football  Hall  of  Fame.  It's  an  experience  your  whole  family  will  enjoy.  tt^. 


Marketing/Sponsorship  Oppoilunities  Available 

Ttie  National  Football  Foundotion  is  pleased  to  present  ttie  new  College  Football  Hall  of  Fame.  Valuable  sports 
marketing/sponsorship  opportunities  ore  currently  avoiloble.  For  information,  please  call  ttie  Foundation  at  (800)  486-1 865. 


College  Football  Hall  of  Fame 

 SOUTH  BEND,  INDIANA  

1 1 1  South  St.  loseplt  Street  •  South  Send, 


How  to  make 
a  point  at  the 
speed  of  light. 


lot  be  able  to  cover  accumulating 
:ization  charges — now  approach- 
132.7  million.  And  a  solid  mem- 
ip  will  be  increasingly  critical  as 
)mpany  tries  to  extract  more  rev- 

from  advertising  and  product 

which  it  expects  to  double,  to 
million,  in  fiscal  1997. 
i\IN  FARES.  The  contest  for  online 
ners  could  get  far  fiercer,  however 
iition  to  stepped-up  efforts  by  Mi- 
it  and  CompuServe,  there  will  be 
3  of  Intei-net-access  services  tiying 
*e  consumers  with  low  monthly 
or  ci'uising  the  World  Wide  Web. 
etitors  include  telephone  compa- 
hat  can  afford  to  offer  connections 
:k-bottom  prices.  Forrester  Re- 
1  Inc.  in  Cambridge,  Mass.,  pre- 
that  the  Web  vdll  steal  millions 
itomers  from  online  services. 
It's  why  Case  is  keeping  his  foot 
e  accelerator.  He's  plowing  mil- 
into  a  new  TV  ad  campaign  and  is 
iding  overseas.  In  March,  aol  an- 
:ed  a  50-50  venture  with  media 

Bertelsmann  to  develop  online 
es  in  Europe  that  will  be  launched 
rmany  and  Britain  before  year- 
with  service  to  France  by  next 
Case  says  he's  also  pui'suing  deals 
Dan,  Canada,  and  Latin  America. 
luServe,  meanwhile,  already  has 
)0  subscribers  outside  the  U.  S. 
lans  to  add  1  million  in  1996.  Both 
inies  will  face  stiff  local  competi- 
;uch  as  Europe  Online,  backed  by 
sortium  of  powerful  publishers, 
anwhile,  aol  will  have  to  deal 
growing  pains  at  home  as  well. 

content  providers  complain  that 
se  of  rapid  gi-owth,  they  get  scant 
tion  from  the  aol  technicians 
!  they  rely  on  to  spiff  up  their  on- 
iroducts.  "They  pay  no  attention 
you  need  something  and  are  con- 
y  after  you  to  generate  more  traf- 
arps  Steve  Hodas,  director  of  on- 
ervices  for  The.  Princetov  Review. 
nswer  is  to  give  content  providers 
;hing  tools  by  mid-1996  that  vdll 
lem  make  changes  on  their  own. 
!  the  way  the  Microsoft  Network 
tes.  But  because  msn  content  pro- 
?  roll  their  own,  Microsoft  gives 

a  bigger  cut  of  its  hourly  fees — 
;hing  aol  content  companies  will 
I  demand  as  well, 
rtainly,  aol  will  have  to  be  nimble 
ly  ahead  of  the  curve.  So  far,  it 
roven  that  it  can  coast  on  an  open 
lay.  But  the  real  test  is  how  well 
1  ride  over  rough  roads.  For  now, 
is  hoping  to  fly  over  any  online 
les. 

By  Mark  Lewyn  in  Vienna,  Va. 


L'p  to  3iJ0-f(K)t  range 

#63-1043NW 


Selectable  pulsed  beam 
up  to  300-foot  range 

#63-1044NW 


LASER  RADATION 
IS  EMITTED  FROM 
T>HIS  APERnjRE 


It's  simple  with  a  laser-clot  pointer 
from  RadioShack.  Easier  to  handle 
than  wood  pointers  and  telescop- 
ing rods,  each  produces  a  fo- 
cused huMW  that'.s  perfect  for 
highlighting  text  and  images 
in  presentations.  There's  one 
just  right  for  your  confer- 
ence room  or  auditorium. 
To  order,  or  the 
location  of  a  store 
near  vou,  call: 


1-800-THE-SHACK™ 

RadioShack. 

You've  got  questions.  We've  got  answers.^ 


Prices  apply  al  parlicipaiing  RadioShack  siores  and  dealers  Items  not  available  at  a  parifcipaiing  store  can  be  special-ordered  (subjecl  to  availabilily)  ai  the  a 
price  A  participating  store  will  oHer  a  comparable  value  il  the  product  is  sold  out  !ndependeni  RadioShack  dealers  and  franchisees  may  not  be  participating  i 
or  slock  Of  special-Older  every  item  advertised  Copies  of  applicable  warranties  are  available  upon  request  at  stores  lor  inspection  before  sale,  or  by  writing  Ci 
Relations.  1400  One  Tandy  Center,  Fori  Wodh.  TX  76102 


Ford  spent 
2.8  billion  dollars 
to  try  and  make 

an  Accord. 

You  can  get  the 
real  thing  for  a 
whole  lot  less. 

©  1995  American  Honda  Motor  Co.,  Inc. 
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The  Corporation 


STRATEGIES 


FROM  SCANDAL 
TO  SECOND  PLACE 

But  Tenet's  footing  in  the  hospital  industry  is  still  not  sure 


By  now,  it  seems 
little  more  than 
a  distant  night- 
mare. Just  two 
months  after  taking 
over  at  National  Med- 
ical Entei-prises  Inc.  in 
1993,  CEO  Jeffrey  C. 
Barbakow  received  a 
7:30  a.m.  phone  call: 
600  federal  agents 
were  rifling  through 
records  at  nme's  Santa 
Monica  headquarters 
and  at  several  of  its 
psychiatric  hospitals,  in 
search  of  evidence  of 
bilhng  fraud  and  mal- 
practice. By  the  time 
Barbakow  arrived,  a 
noisy  phalanx  of  tv  re- 
porters was  clustered 
at  his  office  watching 
government  workers 
roll  out  truckloads  of 
documents.  "It  was  a 
bad  day,"  he  says.  "A 
complete  mess." 

In  the  end,  Barbak- 
ow would  have  to  pay 
out  more  than  a  half- 
billion  dollars  to  the 
government,  insurance 
companies,  and  irate 
patients  to  clean  up 
that  mess.  But  the  51- 
year-old  former  Mer- 
rill Lynch  &  Co.  in- 
vestment banker  did 
far  more  than  simply 
open  the  corporate 
wallet.  Barbakow — 
who  left  Merrill  to  nm 
Kirk  Kerkorian's 
MGM/United  Artists 
Communications  Co.  in  the  late  1980s- — 
was  then  better  known  for  Hollywood 
dealmaking  than  for  health-care  exper- 
tise. But  he  has  since  brought  the  scan- 
dal-ridden company  back  from  the  brink. 
Today,  with  $5  billion  in  revenues  and 
75  hospitals  from  California  to  Florida, 


CEO  BARBAKOW'S  PRESCRIPTION  FOR  TENET 

•  Paid  more  than  $500  million  to  settle  charges  of 
fraudulent  billing  and  improper  care,  helping  win 
back  doctors'  and  insurers'  confidence 

•  Sold  off  noncore  businesses  such  as  psychiatric  hos- 
pitals and  rehabilitation  clinics 

•  To  fund  growth  in  core  U.  S.  hospital  market,  sold 
hospitals  in  Asia  and  Australia 

•  Doubled  number  of  hospitals  by  acquiring  American 
Medical  H(  hidings  in  October,  1994,  followed  by  several 
smaller  acquisitions 


the  renamed  Tenet  Healthcare  Corp. 
ranks  second  only  to  the  $15  billion  gi- 
ant, Columbia/HCA  Healthcare  Corp. 

To  restore  Tenet  to  health,  Barbakow 
jettisoned  the  troubled  psychiatric  di- 
vision, trimmed  down  to  the  core  U.  S. 
hospitals  business,  and  made  acquisi- 


tions to  broaden  its  base.  Now,  as 
health-care  market  consolidates 
hardest  part  may  be  yet  to  come, 
bakow  is  racing  to  sell  Tenet's  inte 
tional  operations  to  fund  U.  S.  gro 
His  goal:  Ensure  that  Tenet  rem 
big  enough  to  compete  with  acquisit 
happy  Columbia  as  insurers  and  H 
shift  to  large  managed-care  networ 
But  with  far  less  financial  muscle 
Columbia,  Tenet  can't  be  sure  of  sue 
Certainly,  its  performance  has  impro 
Operating  profits  for  the  fiscal  year 
ed  May  31,  1995  were  up  30%,  to 
million,  on  revenues  of  $3.3  billioi 
14%  gain.  This  year,  analyst  Todd  R 
ter  of  Dean  Witter  Reynolds  Inc. 
mates  earnings  'vvill  rise  to  $701  mil 
as  sales  hit  $5.1  biUion.  But  acquisit: 
have  left  Tenet  deep  in  debt.  To( 
Tenet's  debt  tops  64%  of  capitalizat 
compared  with  Columbia's  47%.  Wo 
Tenet's  operating  cash  flow  is  nil,  w 
Colimibia  is  rolling  in  dough.  "Barba 
has  proved  he  can  cut  deals,  not  ope: 
a  hospital  chain,"  says  Richter. 
HOUSECLEANING.  Still,  it's  a  surp 
that  Tenet  even  survived.  More  th 
dozen  insurance  companies  sued  Te 
charging  it  with  fraudulently  bil 
$750  million  in  care.  More  than  150 
mer  patients  also  sued  for  everytl 
from  physical  abuse  to  false  impri; 
ment.  "We  were  all  wondering  al: 
our  futures,"  says  Michael  H.  Fo 
Tenet's  president. 

Pressed  by  other 
rectors,  Barbakow, 
outside  du-ector,  assu 
the  task  of  fixing  up 
et.  He  says  that  whei 
took  over,  he  Imew  1 
of  the  extent  of  the  problems.  A 
the  Justice  raids,  however,  Barba 
cleaned  house  and  insisted  on  full  c 
eration  with  the  investigations. 

Over  the  next  several  months 
bakow  negotiated  settlements  top 
$200  million  to  insurance  compai 
And  in  July,  1994,  Tenet  pled  guilt 
eight  criminal  counts  and  paid  a 
million  settlement  to  state  and  fee 
agencies.  Just  as  important,  Barba 
spent  months  restoring  Tenet's  rep 
tion  with  doctors  and  insurers.  " 
bakow's  getting  out  and  beating 
bushes  was  key,"  says  Dr.  John  R. 
teous,  a  board  member  of  Doctors  J 
ical  Center  in  Modesto,  Calif. 

Barbakow  realized  Tenet  neede 
grow  to  prosper.  But  neither 
Street  nor  the  medical  world  tooP. 
plans  seriously.  Says  Focht:  "At 
point,  the  easiest  course  would  1 
been  to  sell."  That  was  what  man; 
Wall  Street  expected.  After  all,  Bar 


DEALMAKER 

Can  he  also 
run  a  hospi- 
tal chain? 
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The  Perfect  System  for  People  Torn 
etween  Network  and  Plain  Paper  faxingi 


ith  Canon's  LASER  CLASS®  7000 
Series  of  fax  machines,  you  don't  have 
^st  in  two  different  fax  systems  to  have 
ition  of  faxing  two  different  ways. 
)ne,  they  come  with  an  array  of  cost- 
;  features  that  can  dramatically  reduce 
)hone  line  charges,  like  a  six-seconds 
ige  transmission  speed*  -  the  fastest 
business. 

t  what  makes  the  LASER  CLASS 
Series  truly  revolutionary  lies 
d  the  machines.  Because  as 
if  the  Canon  LAN  Fax  Server 
n,  they  serve  PC  users  on  your 
il®  network  as  well. 


Now  everyone  in  your  office  can  handle  any 
kind  of  faxing  task  through  one  integrated 
system.  Which  not  only  reduces  costs,  but  can 
make  your  whole  office  run  more  efficiently. 

The  system  features  award-winning  Alcom** 
software,  a  leader  in  network  software.  And 
because  it's  completely  plug  and  play,  you  can 
have  it  up  and  running  almost  immediately. 

What's  more,  you  can  buy  a  LASER 
CLASS  7000  Series  fax  to  use  today  as  a 
stand-alone  unit  and  with  the  addition  of  the 


\  LAN  Fax  Server,  integrate  it  into  your 
CanonK  Novell  network  any  time  in  the  future, 

For  more  information  and  a  free  video 
demonstrating  the  LAN  Fax  Server  System, 


call  1-800-OK-CANON.  You'll  see  why 
Canon  remains  number  one  in  plain  paper 
faxing  for  the  past  six  years. 
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iSER  CLASS, 

IN     PAPER  FACSIMILE 


Novell  is  a  registered  trademark  of  Novell,  Inc.  Alcorn  is  a  trademark  of  Alcorn  Corporation. 
LASER  CLASS  is  a  registered  trademark  of  Canon  Inc.  ©  1995  Canon  U.S.A.,  Inc. 
•  Based  on  CCITT  '1  chart  (standard  mode). 


Canon 


NIGHTLY 
BUSIWESS 


Special  Funding  provided  by 
latei'national  Business  Cbmmunications  Council 

crilpralenting  Japanese  Industrial  Associations 
trt  fht  Automobile  and  Electronic  Sectors. 


Now  on  America  Online:  keyword  NBR 


NIGHILY  BUSINESS  REPORI  IS  PRODUCED  BY  WPBT2/MIAMI  IN  ASSOCIATION  WITH  REUTERS 

NATIONALLY  UNDERWRIUEN  BY  DIGITAL  EQUIPMI  NT  CORPORATION;  A  G  EDWARDS,  INC.  THE  FRANKLIN  TEMPLETON  GROUP  AND  PUBLIC  TELEVISION  STATIONS  NATIONWIDE 


I 


he  Corporation 


ad  netted  $20  million  in  1990  after 
istructured  mgm/ua  and  arranged 
lie  to  Giancarlo  Parretti.  But  Bar- 
N  figured  there  was  a  much  bigger 
in  the  industry  consolidation  then 
iding  across  the  country, 
rbakow's  strategy  was  to  focus  on 
lospital  business,  while  selling  the 
He  began  by  unloading  the  psychi- 
business  to  Charter  Medical  Corp. 
172  million,  then  got  $350  million 
tenet's  rehabilitation  clinics.  Next 
Id  a  75%  stake  in  the  company's  di- 
!  centers  for  $75.5  million.  Tenet 
•aised  $420  million  selling  hospitals 
istralia  and  Asia. 

IE  MAP.  The  biggest  break  came 
the  acquisition  of  American  Medical 
!ngs  Inc.  for  $3.3  billion  in  Octo- 
[994.  The  deal  more  than  doubled 
t's  presence  in  hospitals — and 
;s  in  part  to  amh's  squeaky-clean 
ation,  it  put  Tej^.et  back  on  the  in- 
y  map.  "All  of  a  sudden  we  were 
ig  calls  fi'om  35  hospitals  around 
Duntry,"  wanting  to  Unk  up,  recalls 
ikow.  The  reason:  Columbia's  shaip 
jutting  had  soured  many  doctors 
lospital  administrators.  "We  benefit- 
om  the  ABC  phenomenon,"  says 
akow:  "Anyone  But  Columbia." 


Barbakow  now  plans  to  spend  $400 
million  a  year  on  acquisitions  or  im- 
provements to  Tenet  hospitals.  But  he 
still  has  far  to  go  before  catching  up  to 
Columbia.  With  financing  tight,  Tenet 
has  bought  only  four  more  hospitals. 

The  acquisitions  have  helped  Tenet 
move  well  beyond  its  stronghold  in 


PROFITS  RECOVER 
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A  MILLIONS  OF  DOLLARS 

DATA:  COMPANY  REPORTS,  BLOOMBERG  FINANCIAL  MARKETS 

Southern  California;  Barbakow  is  now 
building  networks  of  physicians  and 
hospitals  in  such  markets  as  South 
Florida  and  Louisiana.  But  many  ques- 
tion whether  being  a  distant  No.  2  will 
be  enough.  "Eventually  this  company 
is  going  to  have  problems,"  Richter 
warns.  "The  pie  is  getting  smaller." 


Such  concerns  have  clearly  hit  Wall 
Street:  Though  Tenet's  shares  more 
than  doubled,  to  18,  in  the  15  months 
after  he  took  over,  they  have  been  lack- 
luster since.  Some  analysts  also  beheve 
that  having  revived  Tenet,  Barbakow 
still  aims  to  sell  out  eventually  to  his 
bigger  rival. 

For  now,  Barbakow  dismisses  such 
talk,  as  well  as  the  concerns  about  size. 
He  insists  the  key  is  building  strong 
networks  in  regional  markets.  In  South 
Florida,  for  instance.  Tenet  enjoys  the 
highest  margins  in  the  market,  at  10.9%, 
even  though  Columbia  has  nearly  twice 
as  many  hospitals  there.  But  as  pres- 
sure to  cut  costs  gi'ows  from  Medicare 
cuts  and  hmos,  those  margins  won't  last. 

Tenet  has  also  stumbled  badly  in  oth- 
er key  mai'kets.  At  its  Centmy  West  fa- 
cility in  Los  Angeles,  for  instance,  local 
overcapacity  and  pricing  pressure  have 
squeezed  reimbursements,  severely 
weakening  Tenet's  fourth-quarter  re- 
sults. Barbakow  bmshes  off  such  prob- 
lems as  minor  comphcations.  And  that 
they  are — at  least  compared  to  the 
nightmare  of  hundreds  of  federal  agents 
rummaging  through  his  office. 

By  Eric  Schinez  in 
Santa  Barbara,  Calif. 


One  thing  it  doesn't 
do  quickly  is  depreciate. 


Accord  LX 

It  does  0  to  60  in  just  9.5  seconds  70  to  0  in  just  188  feet*  And  loses  just  19%-  of  its  original  value  (retaining  an  astounding 
81%)  over  four  years.'  Which  means  it's  one  of  the  fe^:'  fast  cars  in  the  avrld  a'hich  takes  forever  to  reach  the  finish  line 


See  \bur  Honda  Dealer  Today 


•C.rf/,W /,!//:.■/,  Supa-mber  IW4.  tB-iscd  on  current  rcrail  ijluc  nl  the  I'Wl  Acuird  LX  Scljii  l<m  krlln  Hliir  Buai-.  Sc|itcmbcr-(  Kt.ihcr  cditii.n,  ©IWS  AmeriLjn  llnndj  \lc,[,n  (  Irjt 
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Social  Issues 


IMMIGRATION 


CHEESE  IT- 
THE  BOSS! 

The  INS  wants  employers  to  catch  illegal  workers  themselves 


To  help  deter  the  flow  of  more  than 
300,000  illegal  entrants  into  the  U.S. 
each  year,  Wasliington  is  scrambling 
to  find  solutions.  Stepped-up  enforce- 
ment at  the  borders  is  the  biggest  job. 
But  increasingly,  the  feds  are  also  press- 
ing employers  into  pailnersMp  with  the 
U.  S.  border  patrol.  Under  a  1986  law. 
employers  are  required  to  help  weed 
out  undocumented  immigrants  who  slip 
into  the  U.  S.  workplace.  The  aim  of 
this  "interior  strategy":  Weaken  the  job 
magTiet  that  attracts  illegals  here. 

The  Immigration  &  Naturalization 
Service  is  revving  up  employer  polic- 
ing after  a  decade  of  relative  disuse. 
The  INS  wants  to  add  600  agents  next 
year  to  help  enforce  the  law,  which  im- 
poses fines  on  employers  who  knowing- 
ly hire  illegals.  Senator  Alan  K.  Simpson 
(R-Wyo.)  proposes  raising  penalties  to  as 
much  as  $25,000  per  illegal  worker.  Cur- 
rently, even  companies  that  unwittingly 
violate  the  law  can  be  fined  for  failing  to 
keep  immigTation  records  on  workers. 
CATCH-22.  But  busi- 
ness owTiers  feel  most- 
ly beleaguered  in  theii" 
role  as  immigration 
cop.  They  say  they're 
caught  between  the 
government's  compet- 
ing demands — fined  if 
they  inadvertently 
hire  illegals  bearing 
counterfeit  documents, 
yet  risking  a  Justice 
Dept.  lawsuit  for  eth- 
nic discrimination  if 
they  question  workers 
with  suspicious  papers 
too  closely.  "The  gov- 
ernment gets  you  for 
trying  too  hard  or  not 
hard  enough,"  gi'ipes 
Kay  P.  Norton,  gener- 
al counsel  of  Monfort 
Inc.  in  Greeley,  Colo.  The  beefpacking 
company  was  slapped  with  both  viola- 
tions in  1992.  After  the  ins  removed 
300  illegals — 15%  of  the  workforce — 
from  a  Nebraska  plant,  Monfort  started 
its  own  immigi'ation  inspections  at  other 
facilities  and  was  fined  $45,576  for  ask- 


ing workers  overly  intrasive  questions. 

Even  the  feds  realize  the  gambit 
hasn't  worked  and  want  to  fix  it.  "We 
have  been  spinning  oui'  wheels,"  admits 
Paul  E.  Cluistensen,  an  ins  assistant  di- 
rector in  Omaha,  who  says  jobs  left  va- 
cant by  INS  raids  ai'e  often  filled  by  more 
illegals.  Employers  ai'e  unable  to  stanch 
the  fliow  because  they  don't  know  how  to 


for  businesses  that  participate  in  0 
ation  Jobs,  a  hire-American  prog 
started  in  the  Midwest  a  year  ago, 
plans  to  expand  nationwide.  Under 
initiative,  the  ins  notifies  companie 
upcoming  raids  and  refei-s  them  to  S' 
service  agencies  to  find  legal  worl 
"We're  an  enforcement  agency, 
we're  also  like  an  employment  serv 
says  NeU  Jacobs,  the  ins  assistant  d 
tor  in  Dallas  who  started  the  progi 
So  far,  it  has  removed  5,500  und 
mented  workei-s  and  replaced  most 
legals. 

In  areas  of  low  unemploymient,  0 
ation  Jobs  may  have  the  side  effec 
increasing  wages  to  attract  U.  S.  w 
ers  for  othei"vdse  unappealing  jobs 
the  consumer  has  to  pay  a  half- 
more  per  pound  of  hamburger, 
worth  it  because  we  don't  want  the; 


Helping  Employers  On  Patrol 

The  latest  efforts  by  the  Immigration  &  Naturalization  Service  to  bolster 
enforcement  in  the  workplace: 

DOCUMENT  CHECKING         WARNIN&S  ON  RAIDS  HIRING  AMERICANS 


Bosses  must  verify  work 
eligibility  documents  of 
all  prospective  employ- 
ees. Two  hundred  Cali- 
fornia businesses  are 
now  getting  help  from 
an  INS  database  to  sift 
out  fake  papers. 


Businesses  don't  like 
surprise  raids  that  leave 
them  in  the  lurch  when 
the  INS  hauls  off  their 
workers.  Some  are  now 
coordinating  raids  with 
the  feds  so  they  can 
start  hiring  replace- 
ments. Cooperation  also 
helps  avoid  fines. 


Trying  to  solve  two  so- 
cial problems  in  one 
stroke,  the  INS  now  re 
fers  employers  to  soci[ 
service  agencies  to  fin| 
disadvantaged  U.S. 
workers  for  jobs  left  bj 
those  deported. 

DATA;  BUSINESS  WEEK 


GOTCHA:  SoTfie  execs  want  a 
nev:  worker  i.d.  si/stem. 


detect  forged  docu- 
ments, or  they  don't 
even  tiy  because  they 
enjoy  the  cheap  labor 
that  undocumented 
workers  provide.  So 
the  INS  is  trying  to 
help  companies  spot 
counterfeit  papers  and 
find  legal  workers  to 
replace  those  caught 
by  the  feds. 

'  On  Oct.  31,  the 
agency  kicked  off  a 
one-year  pilot  project 
in  Southern  CaHfoiTiia, 
where  223  employers 
can  check  worker's'  pa- 
pers with  the  INS  via 
computer  Previously, 
they  were  left  to  their  own  devices  to 
screen  up  to  29  different  valid  types  of 
identification.  "This  takes  a  huge  bm-den 
off  our  backs,"  says  Craig  E.  Gosselin, 
general  counsel  of  Orange  (Calif.)-based 
Vans  Inc.,  which  makes  casual  shoes. 
The  INS  is  also  cutting  some  slack 


legals  here," 
General 


says  the  iNS's  Chiistei 
Aluminum  Corp.,  w 
makes  windows  and  doors  in  Car 
ton,  Tex.,  for  example,  raised  wages 
year  ft'om  $4.50  to  $5  an  hour  aft 
1994  INS  audit  foimd  a  third  of  its  w 
ers  undocumented.  It  has  since 
200  inner-city  youth,  prisoners  in  r 
bilitation  programs,  and  refugees 
the  help  of  the  Dallas  pohce,  state  ^ 
on  officials,  and  other  groups. 

Despite  all  these  efforts  to  impl 
employer  policing,  some  executive^ 
the  only  way  to  make  business  £ 
partner  in  enforcem.ent  is  with 
proof  worker  identification.  Yet  i 
tional  system  that  enters  all  citil 
into  a  Social  Secui-ity  and  ins  datal 
is  encountering  heavy  opposition  f 
those  who  fear  encroachment  on 
liberties.  Indeed,  U.S.  citizens  are! 
ly  to  resent  mandatory  identity  chj 
Until  Congress  finds  a  better 
businesses  will  remain  reluctant  <; 
ties  in  the  federal  fight  against  i\i 
immigration. 

By  Catherine  Yang  in  Washii,' 
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eclsion 


"Our  research  is 
designed  to  improve 
the  chances  of 
cHents  who  leave 
little  to  chance." 


If  you  want  high  quality  investment 
performance,  you  need  high 
quality  information.  Few  firms 
support  their  clients  with  more  hard 
fact  and  analytical  firepower  than 
J. P.  Morgan.  You  get  rigorous 
economic,  industry,  and  company 
analysis  from  such  publications  as 
Global  Markets,  Global  Data  Watch, 
Emerging  Markets  Outlook,  and 
Portfolio  Manager's  Summary. 
You  get  the  tools  to  assess  the 
value  at  risk  in  your  portfolio  with 
RiskMetrics™,  a  fully  transparent 
measurement  system.  You  get 
authoritative  performance  bench- 
marks and  trend  indicators 
from  our  mortgage,  commodity, 
currency,  government  bond, 
and  emerging  markets  indices. 
You  get  views  based  on  economic 
fundamentals,  not  short-lived 
fashions.  So  if  you  prefer  to 
rely  on  fact  rather  than  fortune, 
you'll  find  that  our  research 
provides  a  decided  advantage. 


J.R  Morgan  research  and  indices  can  be  found  on  the 
Internet  at  http://www.|pmorganxom,  on  CompuServe® 
at  JP  Morgan  Forum,  and  on  Bloomberg,  Knight-Ridder, 
Reuters,  Telerate.  First  Call,  and  First  Call  Direct, 


•rgan  research  managers,  New  York 


J  P  Morgan 


jA^6R    ^4     Fresh  Ideas.  New  Ways  of  Thinking. 


Acer  anil  the  Acer  logo  ore  regisMtil  Irodcmaib  ond  Aspiit  is  a  trmleiinrk  of  Acer  America  Corporation  ond  Acer  Inc.  Ihe  Intel  Inside  logo  and  Pentium  are  registered  trademark  oi  Intel  Corporation.  All 
other  brands  lir  prodict  names  ore  trodeinorks  or  registered  trademarks  o(  tkeir  respective  companies.  ©1995  Acer  Inc.  All  rights  reserved.  Registered  under  the  lows  of  the  United  States  ol  America. 


cer  to  totally  redesign 
of  home  computing^ 


)(:umRnt   WoltlPad  ^ 


£Jit  )[m>n   Inseil   format  tlelp 


>  Gal.  Milk 
'iss  Cheese 
urdougli  Bread 
it  Dogs 
it  Dog  Buns 
tchup 

imal  Crackers 

Jason :-) 
\  lb.  Coffee  Beans 
awbeiTy  Ice  Cream 
pel-  Towels 
izen  Eggs 


At  Acer®,  we've  got  lofty  goals.  As  do  our  customers.  So,  before  setting 

We  Aspire  ; 

out  to  redefine  personal  computing  for  the  home,  we  listened  to  their 

to  greatness. 

needs,  their  concerns,  and  even  their  hopes  and  dreams.  The  result? 


The  new  Acer  Aspire'"  Minitower  computer.  Just 


one  look  at  Aspire  suggests  something  radically 


different.  The  way  it  looks  more  suitable  for  the  l^^^^^ 


den  or  home  office  than  your  standard  corporate  cubicle.  The  way 
its  inviting  design  meshes  perfectly  with  its  powerful  features,  which 

i 

\ 

include  the  Intel®  Pentium®  processor.  The  way  Aspire  practically  sets 
itself  up,  easing  the  fears  of  new  PC  users.  Aspire  is  what  people  think,! 
a  home  PC  should  be.  It's  a  bold  approach,  and  one  that  people  are 

1 

responding  to  with  overwhelming  enthusiasm.  Aspire  is  representative 
of  the  way  we  at  Acer  approach  every  challenge,  every  day — with  the 

i 

kind  of  thinking  that  redefines  leadership  in  the  colhputing  marketplace,; 


Designeji  for 


Microsoft* 
Windows*95 


For  additional  information  about  the  Aspire  Minitower  Computer  or^o 
contact  a  retailer  near  you,  call  1-800-381-ACER.  Acer  Xpress  Faxback 
System  1-800-554-2494.  Acer  BBS  1-408-428-0140. 


Sports  Business 


II 


SKIING 


HOW  PURGATORY 

IS  CLIMBING  OUT  OF  HELL 

A  small  Colorado  ski  resort  lifts  itself  from  near-bankruptcy 

Here's  how  not  to  be  Big  Resort  on  with  a  good  mountain  but  few  amen- 
Campus:  Jack  up  students'  season  ities  and  Uttle  nighthfe,  it  tried  to  com- 
hft  tickets  40%.  to  $475,  as  Col-  pete  with  Vail  and  Aspen.  When  that 
orado's  Purgatory  Resort  did  in  1993  didn't  work,  Purgatory  billed  itself  as  a 
when  it  couldn't  make  ends  meet.  cheap  skiing  alternative,  attracting  tight- 

Students  at  Fort  Lewis  College  in    fisted  skiers  for  short  stays.  "That  bot- 
Durango,  25  miles  away,  were  quick  to    tom-fisliing  campaign  was  absolutely  the 
retaliate.  Led  by  Keith  M.  McCann,    worst  plan  for  the  business,  and  it  was 
vice-president  of  the  student 
body,  they  boycotted  the  re- 
sort and  bad-mouthed  it  to 
anyone  who  would  listen. 
The  hottest  T-shirt  in  the 
cafeteria  read:  "Purgatory 
Sucks." 

Oh,  what  a  difference  two  ; 
years  make.  These  days,  ■ 
McCann,  the  resort's  only  | 
yeai'-round  sales  represen- 
tative,  might  be  expected  to 
say:    "Purgatory's    doing  ; 
everything  right."  But  that's 
not  just  sales  talk.  Student  : 
ticket  sales  last  winter  were  ; 
40%  ahead  of  the  previous  , 
year's,  and  skier  visits,  off  - 
1.5%.  statewide,  were  up 
27%,  to  382,000.  After  nine 
money-losing  winters,  Pur- 
gatory "is  literally  being 
brought  back  from  the  brink   >  •■'  ( 
of  bankraptcy,"  says  Gerald  '| 
F.  Groswold,  president  of  n- 
val  Winter  Park  Resort. 
Revenues  rose  20%  last 
year,  to  $14  million,  and  op- 
erating income  hit  almost  $1 
million,  compared  with  a 
$600,000  loss  for  the  1993-94 
season.  Purgatory  projects 
operating  income  will  be  up 

at  least  10%  this  winter.   

Although  one  season  sNO\ 
doesn't  make  a  turnaround, 
results  so  far  are  encouraging — not  just 
for  Purgatory  but  foi'  other  midsize  ski 
areas  across  the  West  that  are  worried 
about  being  snowed  under  by  the  mega- 
resorts.  "Pui'gatory  has  found  its  niche. 
That's  what  smaller  areas  have  to  do," 
says  John  Frew,  president  of  Colorado 
Ski  Country  usA,  an  industiy  group. 

Purgatory's  problem  was  classic:  It 
lost  sight  of  its  market.  A  small  area 


tom-fishing, 
jrst  plan... 


SNOWMAKING  IN  THE  SAN  JUAN  MOUNTAINS 


since  skiers  traveling  long  distanc(  - 
longer  and  spend  more. 

Instead  of  backpedaling  further  ; 
CO  got  aggressive.  He  upped  thr  i 
keting  budget  35%,  to  $1.3  mi 
brought  in  Kendall  Stone,  a  St. 
specialist  in  relaunching  troubled 
sumer  products,  as  vice-presidfii 
marketing;  and  cut  a  risky  dea! 
American  Airlines. 
QUICK  SHAVE.  These  days,  Purgai  i 
pushing  high  value.  For  its  $39  lift 
et  price,  one  of  the  lowest  in  Coh 
skier-s  have  access  to  as  much  ten-; 
Steamboat,  short  lift  lines,  and  frc 
ing  for  kids.  The  resort  is  easy  to  i 
and  lodging  in  Durango  is  inexpi  r 
Ti-oubleshooters  now  deal  with 
plaints  immediately,  replacing  losi 
ets  or  paying  to  clean  jackets  snu 
on  the  lift.  Greco  per>' 
enforces  an  appeai'anri 
for  his  once-scruffy 
force.  In  fact,  he  skis  \  l1 
i  battery-powered  raz( 
J  forgetful   employees  c 
l  shave  on  the  spot. 

Stone    has  introi 
J  four-day  hft  tickets  th 
I  skiers  trade  one  oi- 
I  days  for  a  visit  to  < 
i  Verde   National  Pai 
■   gambling  excursion  i 
Southern  Lite  Indian  i 
vation,  or  a  trip  on  th  ; 
Durango-Silverton  na- 
gauge  train.  And  he  h 
ranged  marketing  f 
with   consumer  pr 
such  as  Fresca  and 
lob.  Room  reservatif 
j.  winter  are  runnin; 
ahead  of  a  year  ago. 

Turning  the  corn 
Pui'gatoiy,  however,  i  c 
a  work  in  progress, 
had  to  guarantee  i\ 
of  more  than  $2  millija 
lure  American  Airline 
Tj         Durango.  And  even  tljii: 
3/liQ        he  persuaded  local  tn 
chants  to  undei-write  p 
$350,000  of  the  risk  ti 
deal  cost  Purgatory  9^ 


$500,000  last  year. 
American   flew  in 


perfectly  executed,"  says  Vernon  A. 
Greco,  fonner  CEO  of  Steamboat  Ski  & 
Resort  Corp.,  who  was  hired  two  years 
ago  as  chief  executive  of  Dm-ango  Ski 
Coi-p.,  Purgatory's  privately  held  ovmer. 

Pui'gatorys  bank  thi'eatened  to  cancel 
its  hne  of  credit.  And  Continental  Air- 
lines Inc.,  Durango's  major  carrier,  an- 
nounced it  was  pulling  out,  eliminating 
the  resort's  most  profitable  business. 


skiers,  who  accounted  for  more 
25,000  skier  days  and  spent  la\  li ! 
Tax  receipts  in  Durango  were  u 
over  the  previous  winter. 

The  one  variable  Greco  can't  cltr 
is  the  weather,  but  it's  already  1  gi 
storming  in  the  San  Juan  moun  in 
With  a  good  snowy  winter,  Pur|  ;oi 
could  begin  to  see  a  Uttle  bit  of  hi  fe 
By  Sandra  Dallas  in  Pun  loi 


tr- 
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1992 


1993 


1994 


1995-2049 


WHY  LUG  THE 
PAPERWORK 
WHEN  YOU  CAN 
POCKET  THE  OFFICE! 


With  a  Psion  Series  3a  you  can  not  only  pocket  all  the 
information  squeezed  into  bulging  paper  systems — you  can 
also  download  data  from  your  PC's  wordprocessor, 
scheduler,  spreadsheet  and  database  ...  and  work  on  it  any- 
where, anytime,  using  its  built-in  software. 

Real  power  ...  No  other  palmtop  matches  the  Series  3a's 
capabilities,  versatility  or  performance.  It's  a  powerful 
computer  with  windows,  menus  and 
icons   as   standard,  plus   the  most 
advanced  organizer  functions  around. 
But  then,  we  did  invent  the  idea  (and 
have  sold  over  one  million  worldwide).  The  latest  Series  3a  '-^^^ 
even  has  digital  sound-bite  recording,  and  there's  an  optional 
modem  for  fax,  e-mail  and  on-line  services. 

So  easy  to  use  ...The  Psion  Series  3a's  power  and  ease  of 
use  has  won  it  numerous  awards  and  acclaim  throughout  the 
world.  Priced  from  just  $399  and  with  up  to  2  Mega- 
bytes of  RAM  and  two  slots  for  limitless  extra  memory  and 
software,  you  just  won't  find  a  better  way  to  pocket  the  office. 

Call  i-800-99-PSION  for  more  information 
and  your  nearest  store. 
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THE  WORLD'S  NO.   I  PALMTOP 


Circuit  City  •  J  &  R  Music  World  •  Office  Depot  •  Nobody  Beats  theWiz 

Radio  Shack  •  Sears  •  Staples  •  The  Good  Guys  •  The  Sharper  Image 
and  Independent  Computer  Dealers.  Canada  —  call  5 14-98-PSION. 


Personal  Business 


EDITED  BY  AMY  DUNKIN 


COMPLEMENTARY'  MEDICINE: 
IS  IT  GOOD  FOR  WHAT  AILS  YOU? 


ilea 
jion 


Lynn  Mirabito,  a  New 
York  filmmaker,  suf- 
fered from  debilitating 
lower-back  pain  off  and  on 
for  a  year  and  a  half.  When 
she  finally  sought  help,  she 
chose  a  sports-medicine  doc- 
tor who  is  also  a  licensed  acu- 
punctmist.  He  didn't  ciu'e  the 
problem,  but  his  use  of  acu- 
puncture and  laser  treat- 
ments offered  her  welcome 
relief  from  the  constant  pain. 

Mirabito's  experience  is  no 
longer  novel.  Americans  have 
proven  themselves  ardent 
consumers  of  alternative  med- 
icine, and  more  M.D.s  ai'e  ex- 
panding their  arsenals — prac- 
ticing techniques  not  usually 
taught  in  medical  school.  In 
venues  as  varied  as  a  family 
doctor's  office  or 
the  operating  room 
of  a  cardiac  sur- 
geon, physicians 
are  turning  to  ac- 
upunctiu"e,  herbs, 
massage,  or 
meditation  to 
treat  common 
woes. 

Some  call  it 
alternative 
medicine,  but 
the  term  gain- 
ing favor  these 
days  is  complementary  medi- 
cine, which  suggests  that 
these  techniques  can  be  used 
to  comjjlement  standard  prac- 
tices— and  in  some  cases,  fill 
gaps    where  conventional 
treatment  is  found  lacking. 
Foi-  patients  drawn  to  alter- 
native therapies  but  fearful 
of  entrusting  their  care  to 
practitioners  without  medical 
training,  the  M.D.  degree 
provides  a  greater  level  of 
comfoil.  And  since  the  doctor 
practices  both  conventional 
and  alternative  therapies, 
"you  increase  your  ti'eatment 
options,"  says  Dr.  Brian  Ber- 
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man,  director  of  the  division 
of  complementary  medicine 
at  the  University  of  Mary- 
land School  of  Medicine. 

But  while  many  doctors 
believe  alternative  medicine 
shows  promise,  others  are 
troubled  by  the  lack  of  good 


studies  to  measure  the  out- 
come and  cost-effectiveness 
of  these  practices.  And  they 
wony  about  practitioners'  us- 
ing alternative  techniques  for 
serious  diseases  that  could 
progress  if  not  treated  with 
conventional  drugs  or  thera- 
pies. "Physicians  have 
a  commitment  to 
take  care  of  pa- 
tients based  on 
scientific  princi- 
ples," says  Dr. 
Yank  Coble 
Jr.,  a  Jackson- 


ville (Fla.)  endocrinolc 
who  is  on  the  board  of 
American  Medical  Assn 
concern  is  that  the  treatr 
offered  is  tinily  of  value  fc: 
that  patients  are  informaa 
potential  risks  and  benefL 
There  are  no  figuresL 
how  many  doctors  pra(  !> 
complementary  medicine 
a  survey  conducted  by 


man  found  that  70%  of  fa»  ; 
physicians  in  the  Chesap^ 
Bay  area  expressed  intc 
in  receiving  training  in  n  m, 
pie  areas  of  alternative  i  ijsi 
icine.  At  least  26  me( 
schools  in  13  states,  in^'iii: 
ing  Harvard,  Columbia, 
Stanford,  are  offering  coi 
in  alternative  medicine 
idea  is  not  necessaril 
train  students  but  to  edv 
them  about  treatnn 
their  patients  ma 
using  outside  their 
It  is  knowledge 
clearly  will  need  v: 
1993,  Dr.  David 
enberg,  directc 
the  Alterm 
Medicine  Rese 
Center  at  Bet  tEn 
rael  Hospita 
Boston,  publifi; 
a   study  in 
New  Engl 
Journal  of  k 
ctne  that  found  or 
three  Americans  used  { 
native  ther-apies  to  tr'eat  parj 


HEALTN 


Such  m( 


schools  as  Harva 
and  Stanford  no 
teach  alternativ 
therapies 


9'  !i 


A  Different  Approach  to  Common  Ailments 


ITIS  &  OTHER  PAINS    CHILD'S  EAR  INFECTION      CHRONIC  BACK  PAIN 


HEADACHES 


IMMUNE  SYSTEM  ILLS 


luscle  and  joint 
alternative  M.D.s 
:  try  acupuncture, 
age,  or  manipula- 
along  with  stress 
tion.  Homeopath- 
iparations  for 
uloskeletal  in- 
include  arnica, 
3x,  ana  ruta. 


In  place  of  antibiotics, 
doctors  might  use 
herbal  remedies  such 
as  echinacea  or  bifidus 
to  strengthen  the  im- 
mune system.  Homeo- 
pathic medicines  in- 
clude belladonna  for 
pain  and  chamimilla 
for  infection. 


Acupuncture  and  mas- 
sage therapy  are  stan- 
dard. Some  providers 
use  osteopathic  manip- 
ulation, low-level 
lasers,  or  electric  cur- 
rents. Most  include 
stress-reduction  tech- 
niques, such  as  medi- 
tation or  biofeedback. 


Treatments  include 
acupuncture  and 
Chinese  herbs,  as  well 
as  biofeedback  and 
other  relaxation 
techniques.  Homeo- 
pathic medicines 
include  silica, 
belladonna,  and  iris 
bersicolor. 


Vitamin  C  and  seleni- 
um are  often  used  to 
boost  immunity.  Herbal 
remedies  include  echi- 
nacea, peppermint  oil, 
and  turmeric.  Some 
practitioners  believe 
ginger  has  antibiotic- 
like properties. 

DATA:  BUSINESS  WEEK 


^blems  such  as  cancer 
firitis.  Since  insurers 
ay  for  most  alternative 
lat  amounted  to  an  es- 
1  $10.3  billion  that  con- 
spent  out  of  pocket, 
doctors  most  likely  to 
3  complementary  med- 
ire  those  who  treat 
;  problems — such  as 
ain,  headache,  or  im- 
;ystem  deficiencies — 
'ten  don't  respond  to 
itional  therapies.  Dr. 
3ower,  a  family  doctor 
rlottesville,  Va.,  began 
ig  osteopathic  manip- 
and  other  alternative 
jues  after  meeting  a 
with  persistent  pain 
'hiplash.  The  man  had 
)  doctors  who  all  told 
ey  couldn't  find  any- 
OTong.  "Conventional 
ne  is  excellent  for 
things,  but  for  chronic 
stress,  we  don't  have 
answers,"  Bower  says. 
SER  BUGS.  Alternative 
ne  also  is  gaining  a 
d  in  areas  where  Gon- 
ial medical  care  is  sus- 
'here's  a  growing  fear, 
imple,  that  the  over- 
antibiotics  will  lead  to 
rug-resistant  diseases, 
'ears,  doctors  have 
I  ear  infections  in  chil- 
ith  a  regimen  of  anti- 
But  pediatricians  also 
:hat  if  left  untreated, 
ar  infections  will  clear 
i  week  or  so  anyway, 
day,  some  physicians 
ing  homeopathic  reme- 
ich  as  belladonna,  ac- 
and  Pulsatilla  instead 
biotics. 

basic  tenet  of  comple- 
•y  medicine  has  stud- 
back  it  up:  the  idea 


that  the  mind  is  an  impor- 
tant player  in  determining 
health.  That's  especially  tnie 
with  back  pain,  fatigue,  or 
other  nonspecific  ills,  says 
Bernian. 

For  Dr.  Leonid  Gordin,  a 
general  practitioner  at  the 
Marino  Health  Center  in 
Cambridge,  Mass.,  the  mind- 
body  connection  is  particular- 
ly important.  He  received  his 
medical  training  in  Russia, 
where  he  learned  acupunc- 
tui'e  and  herbal  remedies.  His 
approach  to  a  person  with 
back  pain  is  to  look  at  where 
the  pain  is  physically  and 
then  talk  about  the  "emotion- 
al and  intellectual  aspects  of 
the  problem."  Ti"eatment  op- 
tions include  visits  with  a 
psychologist,  biofeedback,  or 
low-level  electric  currents 
that  he  says  block  the  pain. 
But  a  cornerstone  of  care  at 
the  Marino  clinic  is 
that  patients  must  ac- 
tively work  to  help 
themselves,  including 
altering  diet,  quitting 
smoking,  and  getting 
more  exercise. 

Most  doctors  would 
agree  that  a  practi- 
tioner who  emphasiz- 
es stress  reduction, 
healthy  eating,  and 
exercise  is  on  the 


-how 


plementary  medicine- 
far  does  one  go? 

When  choosing  an  alterna- 
tive M.  D.,  the  answer  might 
be  to  find  one  who  will  do  a 
complete  diagnostic  exam  to 
rule  out  any  serious  problem 
fii'st.  Berman  suggests  ask- 
ing doctors  how  extensive 
their  complementaiy  training 
is  and  whether  they're  li- 
censed to  practice  disciphnes 
such  as  acupuncture  or 
homeopathy. 

At  the  moment,  no  defini- 
tive studies  can  prove  that 
complementary  medicine  is 
cost-effective — or  even  pro- 
vides a  better  quality  of  hfe. 
For  this  reason,  insurance 
companies  and  other  third- 
party  payers  are  very  selec- 
tive about  the  types  of  alter- 
native therapies  they  cover. 
Bower  says  that  some  80% 
of  his  patients  are  covered 


What  to  Ask 
An  Alternative  M.D. 

•What  kind  of  training  do  you  have  in 
alternative  practices?  Have  you  completed  a 
proven  course  of  study  in  acupuncture, 
massage,  homeopathy,  or  whatever — and  are 
you  licensed  to  practice  these  techniques? 

•  Will  you  do  a  physical  exam  to  rule  out 
standard  treatment  options  before  resorting 


for  their  care,  but  much  of  it 
is  within  the  realm  of  con- 
ventional medicine — massage 
therapy  or  osteopathic  tech- 
niques. More  insurers  are  ap- 
proving acupuncture  claims, 
too.  But  patients  of  Gordin — 
who  shuns  all  conventional 
medicines  except  antibiotics — 
receive  no  compensation. 
TESTING,  TESTING.  Eisenberg's 
Alternative  Medicine  Re- 
search Center  at  Beth  Israel 
is  at  the  forefront  of  the 
quest  for  answers.  The  Na- 
tional Institutes  of  Health 
just  awarded  it  $900,000  to 
come  up  with  scientific  stud- 
ies to  determine  the  safety, 
efficacy,  and  cost-effectiveness 
of  alternative  therapies.  Nine 
other  academic  groups — in- 
cluding Berman's — also  got 
gi-ants  to  conduct  research  on 
alternative  medicine's  role  in 
such  areas  as  pain,  stroke, 
cancer,  and  aging. 
Eisenberg  says  hun- 
ch'eds  of  millions  more 
in  funding  will  be 
needed  to  conduct 
large-scale  clinical 
studies.  He  hopes 
managed-care  compa- 
nies or  large  employ- 
ers will  foot  the  bill. 

For  now,  it's  up  to 
consumers  to  make 
educated  choices 


.  ,  ^  ^     ,    „  ^  „,.,  to  complementary  medicine? 

right  track.  But  Wil-   about  alternative  care. 

liam  Jarvis,  president  'Are  you  comfortable  using  both  conven-  Says   Coble:   "If  it 

of  the  National  Coun-  ^'il'13[_a_n  da  Iter  native  medications_?   sounds  too  good  to  be 


cil  Against  Health 
Fraud  in  Loma  Lin- 
da, Cafif.,  bridles  at 
physicians  who  go  a 
step  further  and  pro- 
mote unproven  reme- 
dies. That  view  illus- 
trates the  inherent 
controversy  in  com- 


•  Can  you  supply  any  data  to  show  that  a 
particular  alternative  treatment  is  effective 
for  my  condition?  How  does  the  treatment 
work?  How  long  will  I  need  it? 

•  Have  your  patients  generally  been 
successful  in  getting  health  insurers  to  pay 
for  your  therapies? 

DATA:  BUSINESS  WEEK 


true,  it  probably  is." 
But  if  a  physician  can 
successfully  use  an  al- 
ternative technique 
where  a  conventional 
method  fails,  then  the 
patient  clearly  has 
something  to  gain. 
Naom  i  Freundlich 


BUSINESS  WEEK  /  NOVEMBER  27,  1995  135 


Personal  Business 


LIFE  INSURANCE:  BOGUS 
BAIT  TO  MAKE  YOU  SWITCH 


After  a  year  of  scan- 
dals involving  some 
of  the  biggest  names 
in  life  insurance, 

consumers  finally  are  waking 
up  to  churning.  This  abusive 
sales  practice  occurs  when 
agents  dupe  customers  into 
replacing  perfectly  good 
cash-value  policies.  While 
agents  reap  big  commissions, 
switching  policies  costs  con- 
sumers more  than  $6  billion 
annually,  the  Consumer  Fed- 
eration of  America 
estimates. 

So  far,  most  of 
the  advice  for  poh- 
cyholders  boils 
down  to  a  simple 
"just  say  no"  to  re- 
placement. If  an 
agent  or  broker 
tries  to  persuade 
you  to  cash  in  youi 
variable-,  whole-,  u) 
universal-life  policy 
in  order  to  buy  a 
new  one,  run  the 
other  way.  Once  : 
policy  is  pui'chasei  > 
it's  generally  best 
to  hold  on  to  it  be- 
cause the  upfront 
costs  are  so 
steep — the  first 
year's  entire  in- 
vestment can  go  to 
fees  and  commis- 
sions. But  lost  in 
the  ciu'rent  antire- 
placement  fervor 
are  the  rare  occa- 
sions when  policy  replacement 
actually  is  the  best  course. 
BOND  BOMB.  When  does  it 
make  sen.se?  If  you  were  an 
overweight  chain-smoking 
heart  patient  when  you 
bought  yoiu'  policy  and  you're 
limning  marathons  today,  re- 
placement might  save  you 
money  in  the  long  run.  That's 
because  health  is  a  major  fac- 
tor in  determining  premium 
rates.  Certain  estate-planning 
gambits,  such  as  shifting  ovra- 


ership  of  a  policy  to  an  in-evo- 
cable  tnast,  could  legitimately 
involve  replacement.  In  such 
cases,  it  could  reduce  ta.x  obli- 
gations enough  to  compensate 
for  the  upfront  i 
costs  of  a  new  ' 
policy.  Financial  woes  at  the 
company  backing  a  policy  also 
could  be  a  reason.  Customers 
of  E.xecutive  Life,  the  indus- 
try's No.  1  junk-bond  victim, 
for  instance,  have  been  endur- 
ing a  di^awn-out  process  to  re- 
cover the  fimds  they're  owed. 
Navigating  replacement 


SMART  MONEY 


waters  means  swimming  with 
the  shai'ks.  It's  notoriously  dif- 
ficult for  nonprofessionals  to 
analyze  and  compare  policies. 
And  considering  the  recent 
churning  allegations  against 
Metropolitan  Life,  Pioidential, 
and  other  insurance  compa- 
nies, it's  hai'd  to  know  who  to 
tioist  for  advice.  "Some  of  the 
things  being  done  are  blatant 
thievery.  CUents  need  to  be- 
come educated,"  says  Richard 
Sabo,  a  fonner  MetLife  agent 


in  Pennsylvania  whose  1993 
whistleblower  complaints 
on  churning  and  related  fraud 
led  to  a  state  investigation, 
resulting  in  a  $1.5  miUion  fine 
plus  restoration  of  old  policies. 

The  life-insurance  indus- 
try, stung  by  adverse  pub- 
licity, is  beginning  its  own 
education  campaign.  MetLife 
and  Prudential  have  sent 
anti-churning  notices  to  mil- 
lions of  policy- 
holders, con- 
ducted internal  reviews,  and 
laid  down  the  law  to  agents. 
The  American  Society  of 
Chartered  Life  Underwrit- 
ers &  Chartered  Financial 
Consultants  is  offering  one 
of  the  most  ambitious  new 
tools.  The  Bryn  Mawi-  (Pa.) 
trade  gi'oup  has  developed  a 


Before  Replacing 
a  Cash-Value  Policy 

BE  WARY:  Replacing  a  variable-, 
whole-,  or  universal-life  insurance 
policy  is  usually  bad  for  you  but 
good  for  your  agent. 

STUDY  THE  ILLUSTRATIONS: 

Agents  sell  casti-value  policies  with 
illustrations — documents  charting 
projected  investment  growth. 
Be  sure  to  review  the  projections  on 
your  existing  policies  as  well  as 
those  for  proposed  new  policies. 

INSIST  ON  FULL  DISCLOSURE: 

Compare  the  first-year  cash  value  of 
the  new  policy  with  the  cash  value 
of  the  existing  one.  It  often  takes 
years  for  a  policy  to  break  even  after 
all  the  initial  commissions  and  fees. 

SEEK  A  SECOND  OPINION:  And 

before  dropping  your  present  policy, 
give  the  carrier  a  chance  to  explain 
any  advantages  of  keeping  it. 

DATA  BUSINESS  WEEK 

six-page  worksheet  aimed  at 
identifying  pitfalls  in  replace- 
ment proposals.  The  work- 
sheet is  supposed  to  be  used 
by  agents,  who  wouldn't  nec- 
essarily share  the  results 
with  their  clients.  But  a  sav- 
vy consumer  can  uncover 
trouble  by  insisting  on  its 
use,  says  Millard  Grauer, 
past  president  of  the  society. 
Predatory  agents  confronted 
with  the  worksheet  "would 
have  a  lot  more  trouble  mak- 


ing their  cases,"  says  G; 
an  Equitable  Life  agen' 
has  replaced  policies  "j 
few  times"  over  a  40 
career. 

With  the  worksheet,  \l 
is  available  free  by  ca 
800  392-6900,  agents  l\ 
by  hsting  possible  adva 
es  of  a  new  policy,  su 
higher  death  benefits,  1 
premiums,  or  stronger  ii 
finances.  A  series  of  ( 
tions  smokes  out  some  c 
biggest  risks  of  replacei 
Since  issuers  may  coi 
claims  made  in  the 
years  of  new  policies,  f( 
stance,  consumers  who| 
render  their  old  policie 
lose  protection.  And  be^ 
the  growth  in  cash-val 
surance  is  tax-deferre 
may  owe  ta 
you  replace 
policy. 

TOUGH  NUT 

worksheet  c 
grandfathered 
rules  that  ap 
policies  pure 
in  the  1970 
1980s.  Still, 
worksheet  isi 
long-winded 
too  compile 
for  routine 
says  Sabo.  A; 
doubts  it  cou] 
ter  every  di 
est  agent. 

For  extra 
tection,  const 
should  seek 
ond  opinion 
ever  they  are 
sidering  repl 
then-  life  insua 
The  Cons 
Federation  of 
$40  policy-an 
service,  ava 
by  calling  202  387-612 
those  rare  cases  whei 
placement  is  warranted 
pie  should  investigate 
panies  that  sell  cash- 
poUcies  at  a  low  upfron 
directly  to  the  public,, 
as  Ameritas  (800  552 
and  USAA  (800  531-8000 
placement  through 
companies  still  carrie 
usual  downsides,  but  at 
a  commission  rip-off 
among  them.      Greg  .1 
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They  say,  "We  want  client/server." 


You  say,  "What  about  the  time  and  cost?' 


They  say,  "We  need  cUent/serven' 
You  say,  "What  about  systems  management? 


-        .  5 


i^e  say,  '''What  about  the  S/390  Server?''  Ah,  everybody  wins. 


the  System/390'  Parallel  Kntei  jnise  Server^ 
fet  the  advantages  of  chent/server  com[)utinj 
)ut  giving  up  the  safety  and  reliabihty  yc»iir  husi 
depends  on  from  your  current  system.  All  while 
ng  your  existing  system  investment  intact. 

For  starters,  the  S/390*  servers  run  hot 
UNIX'^  and  client/server  software  from  IBM 
other  leading  companies 
iding  DB2I  Sybase  Open 
it/Open  Server,  PeopleSoft  HRMS  and  Tuxedo. 

What's  more,  by  connecting  the  S/390  server  to 

PC,  UNIX  and  other  networks,  you  can  easily 
ige  your  entire  n(»twork  system  from  any  location. 

For  your  current  mission-critical  applications. 


Can   your   s  e  r  ii  e  r   do    t  h  i  s 


tliere  an-  a  variety  of  programming  tools  tbat  ll  make 
^     them  more  user-friend ly,  and  that  should  make  every- 
)ne  a  lot  more  |)roductive.  While  object-oriented  tools 
make  it  easier  to  di-vidop  new  and  more  powcrlul 
applications  to  run  on  the  S/390  server. 
And  because  its  designed  with  an  availabihty 
that  exceeds  09.99%,  the  S/390  server  is  built  to  help 

keep  your  business  running. 
To  see  how  far  the  S/390 
Parallel  Enterpri.se  Server  can  take  your  business,  call 
I  800  IBM-3333:  ext.  CA202.  Or,  turn  to  http://www. 
s390.ibm.com  on  the 

Net.  We  think  you'll  like  =E==^==,^ 

what  we  have  to  say.  ^  ~  ~  ^  T  ^ 

Solutions  for  a  small  planet" 


tall  1  800 IBM-4Y0U,  exi  CA202  The  IBM  home  page  can  be  found  at  tiltp  //www  ibm  com  IBM,  System/390,  S/390  and  082  ate  tegisteied  trademaiks  and  Syslem/390  Patallel  Enletpnse  Server  and  Solutions  lot  a  small  planet  ate  tiadematks  ol  Inletnalional  Business 
topotation  UNIX  is  a  tegisteied  ttademark  in  the  United  States  and  otfiet  counlties.  licensed  exclusively  through  X/Open  Company  Limited  All  other  company  product  and  service  names  are  trademaiks  oi  service  marks  ol  their  respective  companies  I&1995  IBM  Coipoiation 


Personal  Business 


DREAM  HOISE 

OR  TOXIC  NIGHTMARE? 

Andrew  Paul 
and  his  family 
will  never  forget 
Aug.  2,  1993. 

That's  the  day  the 
Environmental  Pro- 
tection Agency  told 
yard 


them  the  yard  of 
their  house  in  Strat- 
ford, Conn.,  con- 
tained asbestos- 
laced  soil  that  would 
have  to  be  cleaned 
up.  Paul  was  relocat- 
ing to  Virginia  and 
already  had  a  buyer 
lined  up.  But  the 
sale  was  canceled,  and  Paul 
carried  the  house  for  a  year 
until  KPA  paid  to  dig  up  his 
yard.  Worse,  epa's  contractor 
ruined  the  Pauls'  exquisite 
landscaping.  "We're  still 
pretty  bitter,"  says  Paul, 
who  sold  the  house  last  fall 
for  $35,000  less  than  it  was 
valued  a  year  eai'lier. 

Paul  is  among  a  small  but 
gi"owing  number  of  property 
ownej's  who  have  lost  money 
because  hazardous  materials 
have  been  found  on  or  near 
their  property.  At  least  60  of 
the  l,:-)00  high-priority  U.S. 
Superfund  sites  are  in  resi- 
dential areas,  estimates  the 
EPA.  Thousands  of  additional 
contamination  sites  known  to 
state  authorities  and  private 


owners  also  exist,  some  af- 
fecting homes. 

Luckily,  new  tools  have 
been  developed  that  can  alert 
you  to  the  presence  of  toxic 
materials  or  polluting  busi- 
nesses in  youi'  area.  Employ- 
ing them  is  part  of  the  envi- 
ronmental due  diligence  you 
should  complete  for  any  prop- 
erty you  buy  or  inherit. 
TAINTED  GIFT.  An  extra  level 
of  vigilance  is  required  for 
business  properties.  An  en- 
vironmental review  by  a 
qualified  engineer  is  now  de 
rigueur  for  all  but  the  small- 
est ones.  Government  officials 
vdeld  broad  power  to  detei'- 
mine  financial  responsibility, 
and  seemingly  innocent  peo- 
ple often  get  caught  in  the 


liability  web.  For  example, 
Connecticut  is  trying  to  force 
Susan  StaiT  to  pay  the  clean- 
up bill  for  removing  cyanide 
that  had  been  dumped  on  44 
acres  of  undeveloped  land  in 
Enfield  she  says  she  inlieiited 
from  her  builder  husband  in 
1987.  StaiT  had  no  knowledge 
of  the  cyanide,  says  attorney 
Kathleen  Eldergill,  or  she 
could  have  refused  to  take  ti- 
tle to  the  property. 

Purchases  of  single-family 
houses  present  a  different 
challenge.  They're  much  less 
likely  to  have  pollution  prob- 
lems, so  keeping  your  costs 
down  while  assessing  risk  is 
important.  Always  use  a 
qualified  home  inspector,  and 
hire  experts  to  check  for 
well-watei'  contamination  and 
problems  with  buried  oil 
tanks.  Water  tests  range 
fi"om  $20  for  a  do-it-yourself 
kit  to  $200  for  a  full  laboi'ato- 
ry  analysis,  and  tank  testing 
starts  at  about  $300 — in  addi- 
tion to  the  average  $350  ba- 
sic home  inspection.  You 
should  also  do 
some  detective 
work  on  your  own.  Take  a 
good  look  around  for  poten- 
tially troublesome  neighbors, 
such  as  dry  cleaners  or  gas 
stations.  Both  are  known  for 
dumping  wastes.  Factories 
and  landfills  can  also  be 
sources  of  trouble. 

Help  is  available.  Since  the 
late  1980s,  vendors  have  been 
selling  information  culled 
from  government  databases 
on  the  location  and  status  of 
hazardous  matei'ials.  Three 
national  companies  now  sell 


REAL  ESTATE 


Services  that  Map  Environmental  Hazards 


Southport,  Conn.,  800  352-0050 

ENVIRONMENTAL  RISK  INFORMATION 
&  IMAGING  SERVICES 

Herndon,  Va.,  800  989-0402 

TOXICS  TARGETING  Ithaca,  N.Y., 
607  273-3388;  800  2T0-XICS  in  N  Y. 

VISTA  INFORMATION  SOLUTIONS 

San  Diego,  800  767-0403 


$95  Transaction  Screen  lists  locations  of  hazardous 
materials  and  pollution  near  a  property;  a  more  elaborate 
version  costs  $195 

ERIIScan  report  for  $75  pinpoints  nearby  hazards;  an  additional 
$65  buys  information  on  prior  use  of  properties;  brief  summary 
of  hazards  costs  only  $15  or  $20 

Provides  data  on  lower  New  York  State.  For  $150,  Computerized 
Environmental  Report  has  detailed  maps  and  toxic-site  profiles 

Site  Assessment  Plus  report,  which  maps  nearby  hazards, 
sells  for  $150;  abbreviated  report  costs  $15 

DAIA;  BUSINESS  WEEK 


data  in  packages  ran 
from  summaiy  to  detaile 
formation.  Researchers 
for  ciUTent  infonnation  ; 
pollution  and  hazar 
waste  nearest  to  the  pn 
ty  you  are  considering, 
its  location,  and  provide 
data  on  the  prior  use  o 
known  toxic  sites. 
FINE  PRINT.  Products 
prices  vary.  You  can 
v/ith  a  $15  to  $20  single- 
summary  and  buy  a  ma 
an  additional  $30  or 
any  hazards  turn  up  tha 
close  enough  to  raise  con 
you  can  buy  a  more  del 
account.  Starting  at  $65 
can  get  a  slim  report  cor 
ing  data  on  the  nature  o 
hazardous  material  and 
lution  and  the  address 
name  of  the  business  w 
it  occurs.  A  thorough  as 
ment  generally  puts  the 
at  $150  or  higher. 

The  data  services  h 
way  to  go  before  thei 
ports  can  be  considered 
reading.  Ask  for  a  sa 
printed  stm 
familiarize 
self  with  the  format  an^ 
breviations  such  as 
(Leaking  Underground 
age  Tank).  Also  watcl 
differences  in  map  an( 
dress  precision  amonj 
ports.  They  are  espe< 
important  if  you  are  ti 
to  decide  if  those  PCBs 
were  spilled  a  few  b 
away  are  going  to  mij 
to  your  yard. 

Your  contact  with  o: 
the  national  vendors  w 
thi-ough  a  I'epresentativt 
may  or  may  not  be  far 
with  whei"e  you  live.  A  5 
er  company  that  ope 
only  in  one  state  or  n 
may  have  more  inti 
knowledge  of  your  neig 
hood.  Call  local  real  e 
attorneys  and  enginee 
find  out  if  a  data  com 
exists  in  your  area. 

One  day,  environm 
evaluations  may  becon 
I'outine  as  home  inspec 
But  even  now,  the  ex| 
could  be  woi'th  it  ju: 
know  you're  not  about  ti 
a  house  on  the  next 
Canal.        Richard  Kn. 
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Are  you  using  the  best 
corporate  card  available 

( O  r  j  us  t  the  best  known?) 


^Sl    When  you  think  about  corporate  cards,  what  niight  come  to 


MasterCard 
Corporate  Card 

sfae  3t5b  18^0 

fim  iBTmtTioiit,  m,  -  „  mmd  is  American  Express*  But  have  you  ever  wondered  why? 
After  all,  MasterCard*  Corporate  Card  is  accepted  in  three  times  as  many  places  as 
American  Express  (at  home  and  around  the  world).  And  should  one  of  your  employees 
run  out  of  baht  in  Thailand,  they  can  get  cash  in  six  times  more  places  with  a  MasterCard 
Corporate  Card.  Plus,  it  has  a  more  comprehensive  package  of  insurance  coverage  and 
travel  services.  For  more  details,  just  give  us  a  call  at  1-800-727-8825,  ext.  13.  Because  if 
you're  looking  to  get  the  most  out  of  your  corporate  card  pro- 
gram, there's  only  one  name  you  need  to  think  ot.  MasterCard. 


^^^^ 


;i  lUD  SPONSOR  OF  '■'tOBLD  ■    .    ■    (,OLh  E 


Ma  s  t  e  r  C  a  yd  .  It's   more   t  li  a  n   a   credit   card.  It's   s  ni  art   money .' 


MasterCard  interiialional  Iricorpomlci! 


HERE'S  ONLY  ONE  NA 
YOU  NEED  TO  KNOW:  SANWA. 


We've  been  in  Asia  for  decades,  building  a  vast  network  of  close  personal  contacts  and 
developing  deep  expertise.  We  now  have  41  offices  in  10  different  countries  of  the  fast-growing 
Asian  market,  and  the  status  of  a  local  partner.  We  can  introduce  you  to  all  the  right  people, 
and  smooth  your  way  in  any  kind  of  project  or  transaction.  We  can  provide  you  with  the  finest 
in  commercial,  investment,  nearbanking  services  —  and  more.  Our  Asian  network  is  an  integral 
part  of  our  global  network  of  almost  one  hundred  bases  in  thirty  countries,  plus  369  branches 
in  Japan.  With  a  worldwide  presence  on  this  scale,  and  with  our  enormous  resources,  who  could 
connect  you  to  Asia  better  than  us? 

("SANWABANK  AsaB  2«**  ss-it  Bss K  "  is  Chinese  fof,  "Of  couFsc  I  koow  Sanwa.  They  havc  been  3  key  part  of  our  business  in  Asia  fof  ycars. " ) 

^  Sanwa  Bank 

Bringing  the  world  to  Asia 

TOKYO  HEADQUARTERS:  03-5252-1111,  OSAKA  HEAD  OFFICE:  06-206-8111 

The  Sanwa  Bank  Asia/Oceania  Network 


Hong  Kong:  Hong  Kong  Branch.  Kowloon  Sub- 
branch.  Causeway  Bay  Sub-branch. 
China  Resources  Building  Sub 
branch.  Central  Sub-branch,  Kwun 
Tong  Sub-branch.  Kwai  Chung  Sub- 
branch.  Sanwa  International  Finance 
Limited,  Sanwa-DSP  Credit  Limited. 
Sanwa  Financial  Products  Co  ,  L  P  , 
Hong  Kong  Branch 

China:  Shenzhen  Branch,  Shanghai  Branch, 
Dalian  Branch.  Bei|ing  Representative 
Office.  Tianim  Representative  Office, 


Guangzhou  Representative  Office,  China 
Universal  Leasing  Co  ,  Lid  ,  Shanghai 
International  Finance  (iompany  Limited 

Korea       Seoul  Branch,  Korea  Development 
Leasing  Corporation 

Singapore  Singapore  Branch,  Sanwa  Singapore 
Limited,  Sanwa  Futures  (Singapore) 
PTE  Limited 

Malaysia     Labuan  Branch,  Kuala  Lumpur 

Representative  Office,  Commerce 
International  Merchant  Bankers 
Berhad,  Bank  of  Commerce  (M)  Berhad 


Thailand    Bangkok  International  Banking  Facility,    The  Philippines 

Provincial  International  Banking 

Facility  Cfion  Bun  Branch,  Provincial 

International  Banking  Facility  Chiang 

Mai  Branch,  The  Siam  Sanwa  Industnal 

Credit  Public  Co  ,  Ltd  .  The  Siam 

Sanwa  Trilease  Co  .  Ltd  .  The  Siam 

Sanwa  International  Co  .  Ltd 
Indonesia  Jakarta  Representative  Office,  P  T 

Sanwa  Indonesia  Bank,  P  T  Sanwa- 

BRI  Finance,  P  T  Inter-Pacific  Bank, 

P  T  Inter-Pacific  Securities 


Viet  Nam 


India 
Australia 


Japan. 


Rizal  Commercial  Banking 
Corporation 
Ho  Chi  Minh  City 
Representative  Office 
New  Delhi  Branch 
Sydney  Representative  Office, 
Melbourne  Representative  Offii 
Sanwa  Australia  Limited,  Sanw 
Australia  Finance  Limited 
Osaka  Head  Office,  Tokyo  Heat 
guarters.  Nationwide  Network 


isiness  Week  Index 


DUGTION  AND  LEADING  INDEXES 


PRODUCTION  INDICATORS 


nge  trom  last  week  iJ.?/'- 
nge  from  last  year:  4.3% 


Chiiiige  from  last  week:  -0.1% 
Change  from  last  year:  6.6% 
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RODUCTION  INDEX 

Nov.  4=124.0 
—  1992=100 
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Nov  Mar  July  Nov. 

1994  1995  1995  1995 

xes  are  4-week  moving  averages 

'oduction  index  rebounded  m  tfie  week  ended  Nov.  4.  Before  calculation 
foui-week  moving  average,  ttie  index  also  rose,  to  124.5,  from  123.3. 
nceback  in  the  seasonally  ad|usted  output  levels  of  cars  and  trucks  led 
lek's  advance. 

ading  index  declined  slightly  in  the  latest  week.  The  unaveraged  index, 
;r,  edged  up  to  261.9,  trom  260.8  in  the  previous  week,  led  by  lower 
fields  and  stronger  growth  in  real  estate  loans. 

jction  mdex  copyright  1995  by  The  McGraw-Hill  Companies     6W  leading  index  copyright  1995  by  CIBCR 


DING  INDICATORS 


K  PRICES  (11/10)  s&p  500 


LATEST      WEEK  YEARLY 
WEEK        AGO      %  CHG 

590.49     585.85  27.2 


URATE  BOND  YIELD.  Aaadi/iO) 

7.04%  7.05% 

-19.5 

ITRIAL  MATERIALS  PRICES  (11  10) 

111.6 

110.8 

NA* 

lESS  FAILURES  (ii  3) 

NA 

302 

NA 

ESTATE  LOANS  (il/l)  biihons 

$501.6 

$499.7 

10.7 

V  SUPPLY,  M2  (10/30)  billions 

$3,721.8 

$3,719.2r 

4.3 

IL  CLAIMS.  UNEMPLOYMENT  (10/28)  thous  366 

358r 

13.7 

SS:  Center  for  International  Business  Cycle  Research  (CIBCR),  Standard  & 
Moody's,  Journal  of  Commerce  {index:  1990-100),  Dun  &  Bradstreet  (failures 
s  companies),  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data  on 
s  failures  and  real  estate  loans.  'Historical  data  available  from  CIBCR- 

^REST  RATES 

lAL  FUNDS  (11/14) 

LATEST 
WEEK 

5.71% 

WEEK 
AGO 

5.65% 

YEAR 
AGO 

5.22% 

ERCIAL  PAPER  (11/14)  3  month 

5.74 

5.75 

5.82 

FICATES  OF  DEPOSIT  (11/15)  3  month  5.74 

5.74 

5.80 

MORTGAGE  (li/lO)  30-year 

7.63 

7.69 

9.33 

STABLE  MORTGAGE  (ll/lO)  one  year 

5.69 

5.78 

6.33 

:  (11/15) 

8.75 

8.75 

7.96 

S:   Federal  Reserve,  HSH  Associates,  Reuters  Holdings  PLC 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

STEEL  (11/11)  thous.  of  net  tons 

1,895 

l,863tt 

0.3 

AUTOS  (11/11)  units 

129,358 

133,346r# 

-10.4 

TRUCKS  (11/11)  units 

116,949 

123,249r# 

-5.6 

ELECTRIC  POWER  (ll/ll)  millions  of  kilowatt-hrs.  59,890 

57,682# 

6.6 

CRUDE-OIL  REFINING  (U/ll)  thous.  of  bbl./day  13,451 

13,804# 

-1.0 

COAL  (11/4)  thous.  of  net  tons 

19,848# 

19,161 

-1.3 

PAPERBOARD  (l  1/4)  thous.  of  tons 

913. 7# 

873. Or 

2.1 

PAPER  (11/4)  thous.  of  tons 

839.0# 

829.0r 

-0.4 

LUMBER  (11/4)  millions  of  ft. 

436. 2# 

453.8 

-11.3 

RAIL  FREIGHT  ( 1 1/4)  bilhons  of  ton-miles 

25. 6# 

25.4 

2.4 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports,  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  American  Forest  &  Paper 
Association,  WWPA',  SFPA-^,  Association  of  American  Railroads 

PRICES 

LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%CHG 

GOLD  (11/15)  $/troy  oz. 

385.300 

384.800 

-0.1 

STEEL  SCRAP  (11/14)  #1  heavy,  $/ton 

134.50 

134.50 

-2.9 

COPPER  (11/11)  0/lb. 

140.8 

135.0 

9.5 

ALUMINUM  (11/11)  ;/ib 

78.0 

77.8 

-13.3 

COTTON  (11/11)  strict  low  middling  1-1/16  m., 

«/lb.  83.03 

84.30 

17.2 

OIL  (11/14)  $/bbl. 

17.90 

17.60 

1.9 

Sources:  London  Wednesday  final  setting,  Chicago 
market,  NYMEX 

market.  Metals 

Week.  Memphis 

FOREIGN  EXCHANGE 

LATEST 
WEEK 

WEEK 
AGO 

YEAR 
AGO 

JAPANESE  YEN  (11/15) 

101.02 

102.23 

98.31 

GERMAN  MARK  (ii/i5) 

1.40 

1.41 

1.56 

BRITISH  POUND  (ii/i5) 

1.56 

1.58 

1.57 

FRENCH  FRANC  (11/15) 

4.84 

4.88 

5.34 

ITALIAN  LIRA  (11/15) 

1590.8 

1588.5  1593.7 

CANADIAN  DOLLAR  (ii/i5) 

1.36 

1.35 

1.37 

MEXICAN  PESO  (11/15) 

8.000 

7.625 

3.442 

Sources:  Major  New  York  banks  Currencies  expressed  in  units  per  U  S  dollar, 
except  tor   British   pound   in  dollars 


data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
ent    i=We5tern  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


rHE  WEEK  AHEAD 


NATIONAL  TRADE 

jy,  Nov.  21,  8:30  a.m.  ►  The  U.  S. 
leficit  for  goods  and  services  is 
ed  to  have  widened  to  $9.8  billion  in 
nber,  after  having  narrowed  sharply  in 
:  to  $8.8  billion,  from  $11.2  billion 
.  That's  the  median  projection  of 
nists  surveyed  by  mms  International, 
of  The  McGraw-Hill  Companies, 
s  are  expected  to  have  edged  up  in 
nber,  to  $65.5  billion,  after  a  large 
>e  in  August.  Export  growth  has 
up,  partly  because  the  drag  from 
weakness  in  the  Mexican  and  Cana- 
conomies  is  easing  up.  September 
s  likely  rose  faster  than  exports,  hit- 
75  billion,  partly  reflecting  a  rebound 


in  oil  imports.  If  the  mms  projection  is  on 
the  mark,  trade  was  a  neutral  factor  in 
third-quarter  economic  growth. 

FEDERAL  BUDGET 

Wednesday,  Nov.  22,  2  p.m.  ►  The  federal 
budget  m  October  is  expected  to  have 
begun  the  1996  fiscal  year  by  posting  a 
deficit  of  $29  billion.  That  would  be  slight- 
ly below  last  October's  red  ink  of  $31.3  bil- 
lion. The  fiscal  1995  deficit  ended  up  at 
$163.8  billion,  down  from  $203.1  billion 
in  1994.  The  monthly  budget  data  for  the 
coming  year  should  more  closely  follow  last 
year's  numbers,  now  that  deficit  improve- 
ment due  to  the  upswing  in  the  business 
cycle  is  beginning  to  wane. 


UNEMPLOYMENT  CLAIMS 

Friday,  Nov.  24,  8:30  a.m.  ►  New  filings 
for  unemployment  insurance  for  the  week 
ended  Nov.  18  probably  stood  close  to  their 
recent  four-week  average  of  about  365,000. 
The  MMS  survey  had  expected  claims  for  the 
week  of  Nov.  1 1  to  dip  slightly  to  370,000, 
from  375,000  the  week  before.  The  four- 
week  average  has  risen  to  its  highest  level 
since  the  summer.  However,  the  summer 
increase  in  new  filings  reflected  temporary 
shutdowns  in  the  auto  industry,  so  the 
recent  rise  in  claim  activity  suggests 
increasing  slack  in  the  labor  markets. 

NOTE:  Due  to  the  government  shutdown, 
release  dates  are  all  tentative. 
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Week, 

Online 

Business  Week  presents 
frequent  live  conferences 
on  America  Online. 
It's  your  opportunity  to  ask 
questions  about  features 
from  the  magazine. 


Sunday  < 

What's  the  pohtical  fallout 
from  the  budget  standoff  and 
the  government  shutdown? 
Score  the  winners  and  losers, 
looking  ahead  to  '96,  m  a 
discussion  led  by  BW's 
Washington  bureau  chief, 
Lee  Walczak.  Nov.  19 
9  p.m.  EST  in  the  Globe 

Downloads 

Catch  up  on  a  conference  you 
missed — or  get  a  permanent 
record  of  one  you  particularly 
liked.  Transcripts  of  all  BW 
Online  events  are  available 
to  download.  Among  the 
nearly  100  you  can  choose 
from: 

10/11/95 

Installing  Windows  95 
11/6/95 

Why  Telecommuting  Pays 
11/8/95 

Freedom  of  Cyberspeech 

Transcripts  of  all  conferences 
are  available  for  downloading 
from  tfie  BW  Online  area  on  AOL 
soon  after  each  event 

A 
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For  a  free  trial  diskette 
including  10  free  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


ABC(CCB)  114 
Acer  64 

Advanced  Technology  Materials  36 
Aetna  (AET)  100 
Agip  I12F 
Airborne  Express  4 
Airbus  Industne  46 
Air  Canada  82 
Alexander  Insurance  64 
Amerco  (AMOO)  102 
Amencan  Airlines  (AMR)  16,  56,  82, 
132 

Amencan  international  Group  (AIG)  100 

American  Medical  Holdings  (AMI)  124 

American  Re  (ARN)  100 

America  Online  (AMER)  114 

Amoco  (AN)  86, 112F 

AMR  (AMR)  36,82 

Andersen  Consulting  56 

Apple  Computer  (AAPLI  8,  24,49, 110 

Applied  Immune  Systems  112D 

Arcada  Sottware  24 

Arlen  Communications  114 

Asahi  National  Broadcasting  104 

Asia  Pacific  Resources  64 

AT8.T(T)  46,48 

Axe-Houghton  Associates  102 
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BankAmerica  (BAC)  49 
Barnes  &  Noble  (BKS)  84 
Bayer  Group  49 
Bay  Networlis  (BNET)  8 
BEA  Associates  102 
Bear  Stearns  98 
Bed  Bath  &  Beyond  (BBBY)  84 
BellSouth  (BLS)  48 
Bertelsmann  114 
Birmmgham  Steel  (BIR)  39 
Black  &  Decker  (BDK)  80 
Bloomingdale's  (FD)  96 
Blue  Cross/Blue  Shield  41 
Boeing  (BA)  33,46,56 
Booz,  Allen  S  Hamilton  64 
Boston  Chicken  84 
Bradlees  (BLE)  84 
British  Petroleum  (BP)  112F 
Buck  Consultants  32 
Budgetelinn  36 
Byerly's  84 


Caldor(CLD)  84 

Canadian  Airlines  82 

Canadian  Pacitic  82 

Capital  Cities/ABC  (COB)  98, 124 

Capitol  Records  11 2K 

CarMax  84 

Cathay  Pacific  Airways  56 
CBS  42 

CDL  Hotels  International  64 

Celanese  Canada  82 

Charming  Shoppes  (CHRS)  89 

Charoen  Pokphand  64 

Charter  Medical  (CMD)  124 
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ChinafrusI  64 
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Citicorp  (CCD  326,49,64 

CNA  Financial  (ITH)  100 

Colorado  Ski  Country  USA  132 

Columbia/HCA  Healthcare  (COL)  124 

CompuServe  114 

Concord  Management  41 

CondeNast  112R 

Conlerence  Board  6 

Conner  Peripherals  (CNR)  24 

Consolidated  Electric  Power  of  Asia  98 

Consumer  Networi\  84 

Continental  Airlines  (CAI)  16,56,132 

Continental  Can  (CAN)  40 

Continental  Insurance  100 
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CS  First  Boston  86 


cue  International  (CU)  84 
Culture  Convenience  Club  104 
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DayStar  24 
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Europe  Online  114 
Executive  Life  136 


Federal  Express  (FDX)  4,112K,114 
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FIND/SVP  114 

First  Bank  System  (FBS)  44 
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Fisons  (FISNY)  11 2D 
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Fonester  Research  114 

Fox  Broadcasting  (NWS)  42, 104 

Free  Press  20 

Fu|i  Insurance  64 

Furman  Selz  82 
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General  Dynamics  (CD)  58 
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Hopewell  Holdings  98 
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Editorials 


STOP  GRANDSTANDING 
AND  PASS  THE  BUDGET 

So  fa)-,  Washington's  budget  war  resembles  nothing  more 
than  bad  comic  opera,  with  the  highlight  of  the  second  act 
coming  with  the  closing  of  the  federal  government  on  Nov.  14. 
But  if  both  parties  were  to  push  the  stmggle  into  the  1996 
election  year,  as  they  threaten,  the  battle  between  Presi- 
dent Clinton  and  the  OOP  could  turn  from  political  farce  to 
economic  tragedy. 

On  sthctly  financial  gTOunds,  the  two  sides  ai'e  near  enough 
for  compromise  on  a  budget  that  balances  seven  years  out. 
But  on  political  gi'ounds,  there  is  war.  The  Republicans  have 
stuffed  their  temporary-spending  and  debt-limit-extension 
bills  with  extraneous — but  politically  charged — measures. 
There  is,  for  example,  a  death-row  ridei'  that  hmits  the  abil- 
ity of  convicts  to  appeal  their  sentences.  Not  much  to  do  with 
budgets  and  deficits  there.  Worse,  the  Repubhcans  haven't 
even  delivered  the  seven-year  balanced-budget  plan  they 
promised:  9  of  13  spending  bills  and  the  gop's  enormous  tax- 
cut  package  are  hanging  fu-e. 

But  Clinton  is  playing  the  demagogue,  too.  He's  shouting  to 
the  elderly  about  opposing  a  $7.40-a-month  hike  in  Medicare 
premiums.  It's  a  masterful  performance — but  one  that  will 
haunt  him.  The  President  cut  Medicare  costs  in  1993,  pro- 
posed cutting  them  in  1994,  and  knows  that  further  Medicare 
savings  will  be  crucial  in  any  budget  deal.  Those  savings 
now  viill  be  harder  to  sell,  thanks  to  White  House  rhetoric. 

Is  there  any  reason  for  Americans  to  care  about  this  polit- 
ical exhibitionism?  Yes,  if  it  drags  on  much  longer.  Washing- 
ton hard-liners,  fi'om  Chnton  adviser  James  Carville  to  some 
House  GOP  fi-eslimen,  ai'e  liinting  that  they  would  be  happy  to 
see  the  budget  tussle  drag  into  1996  and  become  part  of 
the  Presidential  election  campaign.  This  would  be  a  ten'ible 
setback  for  the  economy.  Long-term  interest  rates  are  down 
shaiply — on  the  expectation  that  Washington  will  finally  end 
its  budget  deficits.  Postponing  the  budget  deal  into  next 
year  would  shake  investors'  confidence. 

The  major  players- — President  Clinton,  Speaker  Gingrich, 
Senator  Dole — profess  to  want  to  balance  the  budget.  They 
are  not  far  from  a  deal.  It's  time  for  the  pohticos  to  start  ne- 
gotiating in  earnest.  Stop  acting,  and  get  off  the  stage. 

CREATING  WEALTH 
AGAIN  IN  AMERICA 

We've  been  waiting  so  long  for  real  wages  to  move  up, 
we  almost  missed  it:  After  four  years  into  an  econom- 
ic expansion,  a  productivity-led  boost  in  real  wages  occurred 
in  the  third  quarter.  If  it  continues  for  the  rest  of  the  '90s,  liv- 
ing standards  for  most  working  Americans  will  soon  be  rising. 
Here's  what's  happening.  First,  productivity  is  soaring. 


Last  quarter,  nonfami  productivity  rose  3.4%  Irom  a  yea 
lier.  That's  big — following  a  1.9%  jump  in  1994.  Aftc 
the  average  yearly  rise  in  the  '70s  and  '80s  was  only  1%. 
higher  productiyity,  companies  can  reap  fat  profits  witi 
er  prices.  In  fact,  corpoi-ations  are  falling  over  themseh 
cut  prices.  Retail  price  tags  in  the  third  quarter  fell  by 
fi-om  year-ago  levels.  There  is  now  real  deflation  going 
computers,  apparel,  household  apphances,  medical  equip 
and  gasoline.  This  means  that  even  though  money  wages 
dollar  amount  of  wages — aren't  going  up  much,  wha 
paycheck  buys  is  gi-ovdng.  Ergo,  real  wages  are  movir 
Those  productivity-generated  corporate  profits  are 
digious.  Average  third-quarter  operating  earnings  for 
panies  in  the  Standard  &  Poor's  500-stock  index  rose  21 
hit  $40  a  share  on  a  seasonally  adjusted  basis.  Comp 
flush  with  profits,  are  beginning  to  share  the  wealth 
employees. 

We  hope  this  continues  for  the  rest  of  the  decade 
third  quarter  had  high  growth,  super  productivity,  low 
tion,  great  profits,  as  well  as  rising  real  wages.  These  ai 
elements  of  real  prosperity  in  America. 

A  SENSIBLE  CENTER 
FOR  THE  ENVIRONMEF 

To  a  hunter  sighting  mallards  in  the  gray  Virginia  M 
ing  or  to  an  angler  fly-fishing  in  the  pristine  streaB 
Montana  or  Oregon,  the  congTessional  sneak  attack  on  tfl 
vironment  is  nothing  short  of  a  catastrophe.  By  attachinB 

ers  to  agency  appropriation  bills  that  choke  laws  govM 
clean  air,  clean  water,  and  the  protection  of  public  lancM 
tremists  hope  to  use  the  budget  pi'ocess  to  ram  th 
new  rules  that  could  never  sui'vive  pubKc  debate.  A  R 
lican  Party  tradition,  begun  under  Teddy  Roosevelt,  o 
tecting  the  land  is  being  trashed.  It  is  shameful. 

For  those  in  Congress  who  see  the  envu'onmentalist 
hberal  cabal,  we  refer  them  to  Ducks  Unlimited  and 
conservative  hunting  and  fishing  organizations.  It  is  F, 
Stream,  not  The  Nation,  leading  the  opposition.  And  it 
moderates,  along  with  Democrats,  who  blocked  anti-en 
mental  legislation,  leading  gop  extremists  to  attach  the 
ers.  These  would  ban  implementing  water-quality  stanp 
for  the  Great  Lakes,  curb  wetlands  protection,  and  ii 
logging  in  the  West.  One  provision  opens  the  Arctic  . 
al  Wildlife  Refuge  to  oil  chilling  (with  90%  of  the  revenn 
ing  to  Alaskans  who  pay  no  sales  or  income  taxes).  Ai:Li 
provides  for  the  sale  of  national  forest  land  for  ski  res^t 

There  is  still  time  for  Republicans  to  reclaim  their  en^ 
mental  heritage.  Polls  show  overwhelming  sui)port  ^ 
clean  envii'onment.  Mainstream  private  organizations, 
the  Nature  Conservancy,  work  with  local  governnif; 
protecting  the  land  for  everyone's  use.  Others,  such 
trust,  combine  grassroots  capitalism  with  watershed  p)t 
tion.  There  is  a  sensible  center  for  environmental  pit 
tion.  Congress  must  find  it  again. 
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SLUGFESTS 

ZAPPING 
LASER  PATENTS 

tri:stbi'stkf:s  at  the 
Federal  Ti-ade  Commission 
have  set  their  sights  on  two 
companies  at  the  leading  edge 
of  surgical  procedures  for 
myopia.  Visx  of  Santa  Clara, 
Calif.,  and  Summit  Technolo- 
gy of  Waltham,  Mass.,  re- 
ceived subpoenas  on  Oct.  13 
seeking  infoi'mation  concern- 
ing a  novel  partnership  that 


rivals  say  will  stifle  competi- 
tion in  this  hot  new  market. 

Visx  and  Summit  have 
pooled  their  patents 
for  a  new  surgi- 
cal technique 
called  photo- 
refractive ker- 
atectomy, which 
coirects  vision  by 
removing  corneal 
tissue  with  lasers.  Med- 
ical experts  say  this  advance- 
ment over  the  currently  poj)- 
ular  radial  keratotomy,  which 
requires  a  scalpel  to  do  the 


TALK  SHOW  ''Maybe  we  can  send  him  some  of  those  litt 
M&Ms  with  the  Presidential  seal  on  them.5^ 


— Wliite  House  Press  Secretary  Michael  McCurry,  referring  to 
Newt  Gingrich 's  pique  over  his  treatment  on  Air  Force  One. 


job,  could  involve  a  half  mil- 
lion patients  in  the  U.  S.  a 
year.  At  $2,000  a  pop,  that's 
big  business. 

The  problem  is  a  radical 
pricing  plan  set  up 
by  Pillar  Point 
Paitners,  a 
joint  venture 
between  Visx 
and  Summit. 
Created  in  1992 
to  resolve  the  com- 
panies' patent  disputes, 
Pillar  would  require  hcensees 
of  its  sui'gical  methods  to  pay 
a  $250  royalty  per  pi'ocedure. 
Since  Summit  got  the  Food 


I 

1 


&    Drug  Administratii 
0.  K.  on  Oct.  20  to  use 
laser,  it  is  poised  to 
those  royalties.  Visx'  appri 
is  still  pending. 

Competitors  charge 
the  scheme  is  an  antitioist 
olation.  "I've  always  thoi 
it  sounded  like  price-flxi: 
says  Dr.  Frank  O'Dom 
chairman  of  LaserSij 
which  is  based  in  St.  Lo 
Summit  and  Visx  say  t 
have  obeyed  the  law.  ^ 
it's  up  to  the  FTC,  which 
no  comment,  to  clear 
whether  Pillar's  vision  is  ; 
competitive.  Catherine  Yc 


l-WAY  PATROL 


IS  MA  BELL  SOAKING  SENIORS? 


IS  ATi'T  EXFL()1TIN(;  THE 
elderly?  The  United  Seniors 
Health  Cooperative  and  other 
consumer  gi'oups  charge  that 
the  $75  billion  telecommuni- 
cations giant  is  taking  advan- 
tage of  senior  citizens  by  not 
clearly  pointing  out  that  it's 
cheaper  to  own  a  telephone 
than  to  rent  one.  The  con- 
sumer gToujjs  are  up  in  arms 
over  the  fact  that  5.5  million 
customers  shell  out  an  aver- 
age of  $()o  a  year  to  lease  a 
phone  that  could  cost  as  little 
as  $25  to  buy.  They  argue 
that  the  elderly  are  unaware 
of  the  alternatives  or  too  set 
in  then'  ways  to  change,  at&t 
says  it  clearly  discloses  I'ental 
costs  and  options. 

In  fact,  it  seems  that  in 
the  race  to  the  Infoi-mation 
Superhighway,  people  of  all 
ages  are  content  to  putt 
along  on  the  back  roads,  at&t 
says  only  S0%  of  its  renters 


are  ovei'  65.  (Almost 
half  the  renters  are 
-till  paying  for  rotary 
pliones.)  AT&T  won't 
say  how  much  it 
makes,  but  analysts 
estimate  the  company 
has  raked  in  $3  billion 
since  1984,  when  con- 
sumers were  first  of- 
fered the  chance  to 
buy  theii'  phones. 
Wliat's  the  ai)i)eal  of  rent- 
ing? Says  longtime  lessee  Pe- 


ter Szekely,  43,  of  Washington 
D.  C:  "It  was  really  easy  to 
lease.  I  just  had  to  keep  do- 
ing what  I've  been  doing." 
Szekely  admits  it  would  be 
hai'd  to  plead  ignorance — 
AT&T  mails  out  bills  for  leased 
phones  sepai'ately  fi-om  other 
phone  bills  and  includes  in- 
formation on  how  to  buy  a 
phone  with  each  bill.  .AT&T 
points  out  that  about  half  of 
the  company's  lessees  also 
own  at  least  one  phone,  and 
in  1994  some  1  million  of 
them  exchanged  a  leased 
phone  for  another  leased 
model.         Cathen)ie  Arnnt 


THE  LIST  SANTA  SECRETS 


Santa  Claus  is  more  than  an  institution: 
He's  big  business.  There  are  thousands  of 
Santas  working  in  shopping  malls  and  oth- 
er venues.  For  their  trouble,  these  Kris 
Kringles  earn  anywhere  from  $6  to  $37  an 
hour,  with  those  sporting  genuine  white 
beards  (more  convincing  and  resistant  to 
young  hands)  commandmg  the  most  mon- 
ey. In  some  spots,  Santa  is  high-tech:  His 
helper  relays  info  from  the  line  to  his  ear 
receiver,  so  he  can  greet  a  youngster  fa- 
miliarly and  create  Yuletide  magic. 


KRINGLE:  Jolly 


SANTA  CLAUS  AND  SHOPPING  MALLS 

Based  on  survey  of  1 00  regional  shopping  malls 

AVERAGE  NUMBER  OF  SANTAS  PER  MALL  3.73 

TOTAL  MALL  SANTAS  7,460 

AVERAGE  NUMBER  OF  KIDS  VISITING  SANTA  PER  MALL  12,656 

TOTAL  CHILDREN  WHO  VISIT  SANTA  IN  ALL  U.S.  MALLS  25.3  MILLION 

SHARE  OF  KIDS  AGE  1  TO  10  VISITING  A  MALL  SANTA  65% 

DATA:  INTERNATIONAL  COUNCIL  OF  SHOPPING  CENTERS 


UNREAL  ESTATE 

THE  RTC'S 
LAST  FIRE  SALE 


THE  RESOLUTION  TRI 
Coip.  is  hanging  up  its  ga 
For  three  days  in  Decem 
the  6-year-old  agency  will 
holding  a  "going  out  of  b 
ness"  sale,  auctioning 
about  $700  million  in  loan 

Interest  in  the  last — ; 
largest — rtc  auction  is  h: 
Over  250  bidders  plan 
show  up  at  the 
convention  cen- 
ter in  down- 
town Kansas 
City.  On  the 
block  are  loans  on  singie-f; 
ily  homes  in  California  ; 
New  Jersey,  on  a  commer 
office  building  in  New  Y( 
and  on  a  number  of  churc 
in  Florida.  Texas,  and  ot 
states.  The  largest  single 
set  up  for  sale:  a  $19  mil 
loan  on  a  golf  and  eoun 
club  in  Hilton  Head,  S.  C 

The  auction  may  mark 
RTr's  swan  song,  but 
cleanup  from  the  savings 
loan  debacle  goes  on. 
though  the  agency  has 
ready  sold  off  more  than  $ 
billion  in  assets — recover 
about  87e  on  the  doUa 
about  .$8  billion  in  assets 
main.  Those  hard-to-sell 
sets  will  be  transfeired  to 
Federal  Deposit  Insura: 
Corp.  Amy  Bar 
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Up  Front 


AFTERLIVES 


WORDPERFECrS  BAD  SPELL 


ALAN  ASHTON, 

the  co-founder  of 
WordPeifect,  was 
made  megarich 
by  selling  his 
creation  to  No- 
vell last  year. 
Even  though  he 
sits  on  the  board, 
Ashton  believes 
the  computer 
networking  giant  has  badly 
handled  its  $855  milHon  ac- 
quisition. Recently,  Novell  an- 
nounced it  wanted  to  unload 
WordPerfect. 

Ashton,  who  as  a  Brigham 


SHTON:  A  0 

ni  of  Novell 


Young  computer  professor 
founded  WordPerfect  in  1979, 
blames  Novell  for  axing  the 
original  sales  force  who  knew 
best  how  to  sell  the  word 
processing  software.  Word- 
Perfect has  suffered  against 
Microsoft,  which  is  outpacing 
it  in  bundled  office  software. 
Novell  officials  counter  that 
WordPerfect  was  slow  to 
bring  out  a  Windows  version 
of  its  software. 

With  more  than  $400  mil- 
lion fi'om  the  sale,  Ashton,  53, 
isn't  interested  in  buying  back 
his  company.  Instead,  he  is 


DRAWN  &  QUARTERED 


1  I^llf^'li^ 


giving  $50  million  to  fund  an 
environmentally  minded  non- 
profit project  in  Utah  called 
Thanksgiving  Point.  The  400- 
acre  gi'eenbelt  project  along 
the  Jordan  River  between 


Prove  and  Salt  Lake  Cit> 
due  to  open  next  year.  It 
itially  will  contain  botan 
gardens,  a  public  golf  com 
a  farmer's  market,  and  an 
imal  faiTH.      Sandra  Dal 


BANK  NOTES 

DOO-WAH  CASH: 
MTV  MEETS  ATM 

A  TRIP  TO  THE  AUTOMATIC 

teller  machine  is  a  humdium 
activity.  But  a  big  bank,  tiy- 
ing  to  boost  ATM  usage,  is 
making  it  entertaining. 

In  Seattle's  Key  Arena, 
barker  Maxine  Pixel 
beckons  sports  fans 
from  large-screen 
TVS  to  visit  Key- 
Coi-p  ATMS.  Played 
by  a  stand-up  com- 
ic, she  tells  jokes 
about  lattes  and 
Bill  Gates.  Below 
hei-  ai"e  tomato-red 
cash  machines  and, 
at  kid's  level,  large 
yellow  and  white 
buttons  to  play 
music.  Next  to  this 


ROCK  N'  DOUGH 

Tunes  and  tens 


is  a  bank-sponsored  video  ar- 
cade. At  the  Rock  'N'  Roll 
Museum  in  KeyCorp's  home- 
to\™  of  Cleveland,  the  atms 
are  called  Rock  'N'  Dough 
and  blast  out  tunes.  Similar 
fim  elements  are  planned  for 
malls. 

Banks  evei-^-where  ai'e  tiy- 
ing  to  cut  costs  by  promoting 
the  ATM  habit.  No.  11  Key- 
corp  (assets:  $68  billion), 
whose  area  stretches 
from  Alaska  to 
Maine,  now  conducts 
30'7f  of  consumer 
transactions  via  ATM, 
vs.  19'7f  for  the  en- 
tire banking  indus- 
try. Its  goal  is  to 
double  .ATM  usage  by 
199S.  Still,  it  woul'd 
lag  behind  other  big 
banks,  such  as  Bank 
of  America. 

Sea)nia  Bwwder 


RANK  AND  FILE 


BUY  A  GIRL  SCOUT  COOKIE,  GET  A  UNION? 


COULD  GIRL  SCOUT  COOKIES 

be  dangerous  to  a  compa- 
ny's health?  Businesses 
that  are  w^ary  of  la 
bor  organizers 
should  keep  the 
Girl  Scouts  and 
charities  out  of 
workplaces,  says  a 
law  fii-m  that  advises 
management.  "This  is 
an  ai'ea  where  employers 
are  vulnerable,"  warns  Mark 
Neuberger,  a  lawyer  for  Pitts- 
bm-gh-based  Buchanan  Inger- 
soll.  Neuberger  says  that 
court  nilings  support  a  union's 
right  to  organize  on  compa- 
ny property  once  a  no-solicita- 
tion pohcy  is  breached. 

The  law  has  taken  on  new 
significance  because  recently 


THE  BIG  PICTURE 


INVESTOR  CLOUT 


msiinniONAi.  investors  view 

OF  IKEIR  FUTURE  INFLUENCE 

ON  COMPANIES 


0%  DON  T  KNOW   INCREASE  SIGNIFICANTLY 


6% 


REMAIN 
THE  SAME 

52% 


INCREASE 
SOMEWHAT 

39% 


ASSOCIATES  INC..  INVESTORS  POLL  OF  239 


pension  tods.  mutuaUunds. 
and  othennstitutional  investors 
have  become  a  loud  voice  m 
corporate  governance.  But  for 
many  CEOs,  the  pressure  is  on. 
Many  giant  .shareholders 
expect  their  influence  to  grow 
^"^--P^ojecrsadecreafe. 


elected  M'L-cio  ft-esident  .Jn 
Sweeney  plans  to  step  u])  r 
ganizing,  tai'geting  offict- 
hospital  workers.  Union 
cials  say  that  while  they  < 
wish  to  discourage  ch;i 
they  would  take  advah 
of  any  breach  openeil 
solicitoi*s. 

Neuberger  says  that 
law  allows  businesses  to 
in  one  big  charity,  such 
United  Way,  without  eroc 
the  no-solicitation  policy.  W 
anticookie  pohcies  may  h 
the  Giii  Scouts,  officials  in 
that  cookie  sales,  even  on 
winter  days,  depend  \axg 
on  door-to-door  sales  rat 
than  office  contributions, 
don't  be  sui-prised  if  yoi 
hit  up  for  cookie  mo: 
thi'ough  a  backdoor  approi 
office  E-mail.  Stephen  Bo 


FOOTNOTES  What  consumers  expect  to  spend  per  average  Christmas  gift:  1994.  $21  tO  $25:  199-5,  $1  6  tO  $20 
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WHEREVER 
ITGOES, 


/  III'  jiilure  is  burtlnv^  InWiird  yo// — with 
uimolo^y  chuicts  at  ei'ery  liini.  \htir  iiini  is 
I  n/cixiiiiizc  n't//riis  while  minimizing  risk.  And.  ds  fate 
would  have  It.  ci  snigk  con/jkaiy  excels  at  both.  Only  Digital  supports 
operating  systems  from  Windows"  9'y  to  Digital  IJNIX'i'' 
Windoii's  NT"'  to  OpenVMS.  '  So  you  can  always  choose  the  best  software  for  the  job.  Then 
choose  betumi  our  blazing  6^-bit  Alpha  systems  and oiirjull  line  of  Intel'  machines  to  run  it  on. 
Digital  increases  your  connectivity  options  as  well,  with  global  niultifencbn-  networking  and 
unsurpassed  client! server  capabilities.  Our  iilliances  with  leaders  like  Microsoft  and  Oracle 
make  us  an  even  stronger  ally  for  you.  And  our  vast  hiternet  experience  is 
WHATEVER  IT  TAKES     helping  make  secure  electronic  commerce  a  reality.  In  short,  we're  better  ecjutpped 
than  anyone  to  get  you  in  shape  for  the  future.  Wherever  it  goes.  And  whatever  it  takes. 


D 


Call  1-800-DlGlTAL.  Visit  us  at  httfidlwunv.digital.covi.  Ore-mail  us  at  moreinfiM'digital.com. 


TUeve's  HO  siacU  fUiv\^  <as  puve  p)<?vy  <?iv\yvvv<5vc.  Suf  fU^nf  sUoul^^'f  sVop  you  -fVoi^  lol)iv\^  ov\  b€ 
inf  c?\  Ktnvv-ioH-  Resovf.  WovV  will  -Peel  <^  z.i)liov\  i^iles  <?vvw<?vy.  B>iAf  vwlfU  our  business  sevvices 


jiionol.  In- 


youv  AT-Sn"  C^nlllvv^  C<?vv<A,  you  c<?vv\  <?vlw^ys  <Aip  <?v  foe  b<?vcV  lv\fo  fUe  o-P-Pice.  C<?vll 

1127 

-y.    yoiAv  Winvel  ^n^evvf  ov  If's  v\of  e^nsy  fo  ^ef  invw<?vy,  buf  we  believe: 
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THOSE  NOT-SO-HUDDLED 
HIGH-TECH  MASSES  

Regarding  yoiu'  ailicle  "Give  me  your 
huddled  . . .  high-tech  PhDs"  (Social  Is- 
sues, Nov.  6):  In  the  last  20  years,  the 
number  of  foreign  workers  has  swelled 
to  the  point  that  any  high-tech  company 
without  a  significant  Indian  or  Asian 
component  would  stand  out  markedly. 
The  reason  is  not  that  insufficient  U.  S. 
personnel  could  be  found  but  simply 
that  foreign  workers  are  often  happy 
to  work  for  fewer  dollars.  The  balance 
of  their  compensation  comes  in  the  form 
of  the  oppoitunity  to  remain  in  the  U.  S. 
They  are  satisfied,  and  their  employers 
have  done  what  businesses  should  do: 
minimize  their  costs.  Neither  the  action 
of  the  workers  nor  the  employers  is 
illogical. 

There  is  another  effect  of  this  prac- 
tice that  goes  beyond  displacing  today's 
U.  S.  workers.  One  of  the  reasons  I  en- 
tered engineering  is  that  even  though 
getting  an  engineering  education  is  rig- 
orous, I  could  anticipate  a  higher-than- 
average  income  for  my  efforts.  Now,  I 
am  confi-onted  with  competitors  who  ac- 
cept as  part  of  their  compensation  sim- 
ply being  allowed  to  work  in  the  U.  S. 
This  is  not  unfair,  per  se,  but  it  does 
mean  that  ftiture  U.  S.  students  will  find 
it  less  attractive  to  pursue  engineering 
careers.  It  follows  that  it  will  become 
necessary  to  hire  foreign  workers,  thus 
reinforcing  this  trend. 

If  society  wants  to  maintain  opportu- 
nities in  high  tech  for  U.  S.  students, 
the  playing  field  will  have  to  be 
leveled. 

Don  G.  Reid 
Round  Rock,  Tex. 

Nothing  could  be  further  from  the 
truth  than  the  theoiy  that  jobs  ai"e  be- 
ing "taken  away"  by  immigrant  work- 
ers. In  a  knowledge-intensive  business 
like  the  information-technology  indus- 
tiy,  the  intellectual  standing  of  the  indi- 
vidual far  outweighs  the  cost  of  labor 

In  the  changing  economic  landscape, 
where  the  world  is  becoming  more  and 
more  of  a  global  village,  it  is  imperative 


CORRECTIONS  &  CURIFICATIONS 

"Almost  down  to  the  core?"  (News:  Analy-1 
sis  &  Commentary,  Nov.  20)  misidentified] 
the  vice-president  for  enterprise  and  gov- 
ernment marketing  who  resigned  from  Ap-j 
pie  Computer  Inc.  He  is  Michael  Willcocks.l 

"Why  it's  too  soon  to  monkey  with  the  cpi"l 
(Economic  Viewpoint,  Nov.  27)  incorrectlyl 
identified  Zvi  Grilliches.  He  is  a  former  pres-l 
ident  of  the  American  Economic  Assn.  and! 
currently  teaches  at  Harvard  University. 


that  parochial  issues  like  country  of  o: 
igin  take  a  backseat  and  "brainpowe 
becomes  the  key  enabler  for  the  gi'owt 
of  the  industj-y  and  economy.  The  ii 
dustry  should  continue  to  tap  the  be; 
and  brightest  regai'dless  of  their  counti 
of  origin  and  actually  get  global  in  the 
reci-uitment  strategy. 

Shiv  Kum{ 
Stamford,  Con: 

DON'T  JUMP  THE  GUN  ON 
THE  NEW  MILLENNIUM 


fe 


Yom-  article  "Glitch  of  the  millemi 
um"  (News:  Analysis  &  Commentar 
Nov.  13)  states:  "The  problem:  Whf 
the  new  centuiy  begins,  most  compute: 
will  interpret  01-01-00  as  Jan.  1,  190 
not  Jan.  1,  2000."  ^ 

The  compute!'  may  err,  but  the  hi  I 
man  mind  should  not.  The  date  Jan.  1^ 
2000  is  not  the  first  day  of  the  new  ce: 
tmy  but  is  the  first  day  of  the  last  yei 
of  this  centiuy.  The  first  day  of  the  ne 
century  is  Jan.  1,  2001.  . 

As  the  article  states,  computers  ( \j\ 
not  know  the  calendar  Do  we? 

Robert  Floj 
Torrington,  Con 

The  seriousness  of  the  Year  20( ,,; 
computer  virus  merits  a  much  moi 
in-depth  review.  The  fact  that  on 
third  of  the  total  global  spending  for  i 
formation  systems  over  the  foreseeah 
futui'e  will  be  dedicated  to  this  probley 
means  that  companies  w/ill  be  diverts 
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]M  just 
•esurfaced  the 
)n-ramp. 

Our  inventors  were  frustrated  by 
louse  pads  that  weren't  up  to  speed 
/ith  today's  technology.  So  they 
ivented  a  surface  that  significantly 

enhances  mouse  traction 
and  performance: 
the  3M"' Precise 
Mousing  Surface. 
This  revolution- 
ary new  surface 

y  more  information,  call  1-800-3M  HELPS 

ternet:  http;//www  mmm  com 
-mail:  innovation@mmm  com 

3M  1995 

i/ailable  December  1  at  ttiese  tine  stores: 

OMPmn.   miCTOCEniE^  ELEK-TiR 


allows  you  to  point  precisely.  Dra| 
smoothly.  Click  with  confidence. 
Move  with  unparalleled  control. 

It  even  helps  keep  your  mouse 
cleaner.  And  the  ultra-thin  design 
doesn't  get  in  the  way  of  your  work. 

The  3M  precise  mousing  surface. 
Yet  another  innovation  from  3M 
that  makes  your  life  a  little  easier. 


3M  Innovation 


Readers  Report 


from  other  strategic  initiatives 
while  they  stabilize  their  technology 
infrastructure. 

William  Cook 
Marietta,  Ga. 

TAKING  THE  LONG  VIEW 

ON  BONDS  

In  the  article  "Why  bonds  should  get 
more  respect"  (Finance,  Nov.  13),  your 
reporter  says:  "Over  the  past  15  years, 
long-term  government  bonds  have  re- 
turned 12%  and  the  Standard  &  Poor's 
500-stock  index  16%...."  He  failed  to 
mention  that  the  difference  of  4%  com- 
pounded for  15  years  leaves  you  with 
50%  more  money  in  the  s&p  account 
than  in  the  bond  account. 

Oh,  the  joys  of  compounding. 

J.  Michael  Cavitt,  cfp 
President 

Cavitt  Asset  Management  Inc. 

Iowa  City,  Iowa 

Christopher  Farrell's  commentary 
doesn't  address  investors  with  long-teiTn 
horizons.  The  main  value  of  long-teraa 
bonds  is  to  the  bond  trader,  as  a  play  on 
interest  rates  for  capital  gains. 

Quoting,  as  your  writer  did,  a  return 


of  11%  on  bonds. in  the  1990s  is  very 
misleading.  That  return  includes  a  large 
capital-gain  component  due  to  falling 
interest  rates — fine  for  the  astute  trad- 
er but  of  no  value  to  the  buy-and-hold 
investor.  One  can  invest  in  a  bond  foi-  ei- 
ther capital  gain  or  for  income,  but  not 
for  both  simultaneously. 

William  F.  Hummel 
Los  Angeles 

WHO  SAYS  APPALACHIA'S 
SKI  RESORTS  ARE  JUST  PORK? 

In  "Stand  and  deliver,  Congi-ess"  (Ed- 
itorials, Sept.  18),  your  statement  that 
"the  Appalachian  Regional  Commission 
still  gets  to  build  facilities  at  ski  re- 
sorts . . ."  is  gi'ossly  misleading. 

ARC  has,  in  fact,  provided  assistance 
to  economic  development  projects  that 
may  involve  ski  resorts.  In  these  instanc- 
es, they  were  pait  of  a  broader  local  eco- 
nomic-development plan  that  involved  the 
investment  of  significant  private-sector 
fimds  and  the  creation  of  a  significant 
number  of  jobs  in  the  private  sector. 

The  impact  of  these  progi-ams  can  be 
seen  in  statistics  related  to  unemploy- 
ment, rate  of  poverty,  per-capita  income, 
high-school  dropout  rates,  infant  mor- 


tality rates,  etc.  arc  funds  are  not  ent 
tlements.  They  are  investments  in  tl 
future  of  the  region  and  the  nation,  an 
they  have  paid  off  handsomely. 

Nick  J.  Rahali 
Member  of  Congres 
Washingtc 
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New  HP  QmniGo  bends  over 
backwards  to  get  you  organized. 


Introducing  the  HP  OmniGo  100 
Organizer  Plus. 

It's  the  first  organizer  that  actually  folds  in  half  t  o 
give  you  twice  the  organizing  power  Type  on  the 
keyboard.  Or  write  with  a  pen.  Tliis  handlield 
wonder  is  so  smart,  it  even  recognizes  handwriting. 
You  gel  financial  tools  like  Lotus"  compatible 

GEOWORKS 


spreadsheets,  HP  120  calculator  functions,  and 
Pocket  Quicken'*  And  of  course,  essentials  like  a 
calendar,  phonebook,  database,  memo  pad  and 
more.  At  only  $349,  HP  OmniGo  is  tlie  organizer 
that  means  basiness. 

So  call  t80ft44;W2.54  Ext.618  today  for  an  HP 
dealer  near  you.  And  put  tlie  power  of  organiza- 
tion in  tlie  palm  of  your  hand. 


T^fft  HEWLETT 
mL'fiM  PACKARD 


♦F-Yee  with  coupon  in  box.  "!" Average  U.S.  retail  price.  Pocket  Quicken  is  a  trademark  of  Intuit,  Inc.  Lotus  and  1-2-3  are  U.S.  registered  trademarks  of 
U'tiis  Development  Corporation.  Other  brand/product  names  are  trademarks  of  their  respective  holders.  ©1995  Hewlett-Packard  Company. 


A  fragrant  pink  plum  blossom,  flowering 
ist  a  boundless  blue  sky. 

This  is  the  symbol  of  the  new  China 
nes,  and  a  sign  ot  changes  to  come. 

It  means  that,  from  now  on,  you  will  start  to 
;e  many  differences  when  you  fly  with  us. 

Our  new  look,  our  new  corporate  identity, 
St  the  beginning  of  a  continuous  process  of 
ovement  in  everything  we  do. 

In  the  air,  you  will  start  to  enjoy  a  new 

EI,    TA  I  WA  N  ,    ROC  . 


Our  fleet  is  being  upgraded  and  expanded, 
and  we  are  investing  not  only  in  the  latest 
aircraft,    but    also    in   the    most  advanced 
flight  technology  and  training  systems. 

There's  a  change  on  the  ground,  too,  with 
new  signage,  better  ticketing,  check-in  and 
reservations  service  for  our  fast-growing 
network  of  worldwide  destinations,  and  many 
more  improvements  to  come. 

Above  all,  though,  whenever  you  see  our 


A  spirit  that  is  strong,  committed,  and 
constantly  striving  to  be  better,  every  day. 

It  shows  a  determination  to  be  not  only 
Taiwan's  best  airline,  but  one  of  the  world's  best. 

And  from  now  on,  we  carry  the  pink  plum 
blossom  with  pride,  from  Taiwan  to  the  world. 


We  blossom  every  day. 


China  airlines 


1 2A-CA 


(Jt  willi  tint  aqtiJ  Scolc  li,  Jtiicate  lierLs  anrj  a  toucli  of  licatlier  lione 
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ROAD  AHEAD 

II  Gates,  with  Nathan  Myhrvold  and  Peter  RInearson 
I*  286pp  •  $29.95 


EAVY  FOG 
N  THE  I-WAY 


U'Then,  in  the  spring  of  1994,  Bill 
m/  Gates  announced  plans  to 

▼  write  a  book  that  would  lay 
lis  views  on  the  InfoiTnation  Super- 
way,  it  made  news  all  over  the 
i — not  just  because  of  the  $2.5  mil- 
3lus  advance,  but  because  the  work 
lised  to  provide  a  ghmpse  into  the 
I  behind  the  billions.  What  did  the 
jpreneur  who  so  adroitly  rode  the 
Dnal-computer  revolution  have  in 
I  for  the  next  great  technology 
!?  In  looking  through  the  thicket 
way  technologies,  business  plans, 
speculation,  what  had  this  great 
less  executive  concluded?  What 
d  Gates  reveal  about  Microsoft 
.'s  own  plans?  And,  given  his  amaz- 
ibility  to  quickly  gi-asp  emerging 
cets  and  business  strategies — and 

them  up  in  trenchant,  brutally 
i  analyses — what  might  he  say 
t  the  plans  of  others? 
le  Road  AJiead,  which  anived  amid 
rrage  of  Thanksgiving  week  pub- 
■  opportunities  (Gates  was  on  the 
r  of  Newsweek  and  is  scheduled  to 
ar  on  everything  from  David  Let- 
an  and  mtv  to  Nightline),  doesn't 
!  close  to  answering  any  of  those 
tions.  For  starters,  some  30%  of 
book  is  devoted  to  the  road  be- 
— the  familiar  histoiy  of  Gates,  Mi- 
)ft,  and  the  PC  revolution.  Perhaps 
icit  acknowledgement  of  its  shoil- 
ngs,  on  the  eve  of  publication,  Mi- 
)ft  execs  were  positioning  the  book 
irt  of  an  I-way  piimer.  Sm-e,  techno- 
y  types  may  find  Uttle  to  sink  their 
1  into,  the  spinners  said,  but  it's 
'or  them:  It's  for  the  folks  sitting  on 
sidelines — your  mother,  perhaps, 
jrtainly.  The  Road  AJiead  won't  of- 

Mom — or  anybody  else.  The  final 
iscript,  which  anived  12  months  be- 
schedule  because  of  extensive 
ites,  is  credited  to  Gates,  his  resident 
nical  guru,  Nathan  Myhi-vold,  and 


freelance  writer  Peter  Rinearson.  But  it 
often  reads  hke  the  product  of  a  much 
larger  committee.  The  book  is  so  sani- 
tized that  even  the  descriptions  of  Mi- 
crosoft's fi'actious  partnersliip  with  IBM 
would  pass  muster  with  Big  Blue's  public- 
relations  department.  The  tone  through- 
out is  breezy,  well-modulated,  and  almost 
completely  humorless.  In  other  words, 
Gates's  voice  can  scarcely  be  heaixl. 

But  the  real  disappointment  of  The 
Road  Ahead  is  the  way      r»  r  i  r 
it  obscures  what  Gates  is      D  I  L  L 
really  thinking.  Instead  of 
learning  what's  going  on 
behind    those  egghead 
glasses,  we  get  a  very 
conventional  recitation  of 
what  is  by  now  very  con- 
ventional wisdom. 

Much  of  the  book  reads 
like  a  clip-job  of  recycled 
news  and  opinion:  The  I- 
way  will  bring  sweeping 
changes  to  how  we  edu- 
cate and  amuse  ourselves. 
It  will  replace  old  ways 
of  doing  business,  squeezing  out  ineffi- 
cient middlemen.  High-speed  networks 
will  allow  workers  to  leave  urban  areas 
and  telecommute,  perhaps  even  working 
in  virtual  corporations.  None  of  this  will 
happen  ovetnight  because  we  need  high- 
speed communications,  easy-to-use  soft- 
ware, and  compelling  new  "content." 
Deregulation  will  speed  the  process.  In 
the  meantime,  the  Internet  is  where 
the  I-way  is  being  built. 

When  the  narrator  does  speak  up,  it 
is  often  to  voice  bland  aphorisms:  "Tech- 
nology's role  is  to  provide  more  flexibil- 
ity and  efficiency.  Foi-wai"d-looldng  busi- 
ness managers  will  have  lots  of 
opportunities  to  perform  better  in  the 
years  ahead."  My  favorite:  "The  infor- 
mation highway  won't  solve  every  prob- 
lem, but  it  will  be  a  positive  force  in 
many  areas." 


On  rare  occasions.  Gates  seems  to 
take  a  stand  but  quickly  cops  out:  "We 
believe  . . .  that  using  the  PC/Internet 
market  is  the  likeliest  means  of  extend- 
ing interactive  TV  and  the  highway.  But 
similar  ai'guments  could  be  made  in  fa- 
vor of  other  computer  platfoiTns  or  even 
home  game  machines."  Remember, 
Microsoft  still  wants  to  sell  software 
for  "other  computer  platforms"  such  as 
cable-TV  set-top  boxes. 

This  is  not  to  say  that  Gates  uses  the 
book  to  push  an  overt  Microsoft  agenda. 
Indeed,  what  makes  The  Road  Ahead 
a  weii-d  read  is  the  way  it  bends  over 
backwards  to  avoid  discussing  any  real 
products,  companies,  or  I-way  strate- 
gies. This  pi'oduces  a  strangely  distorted 
view  of  the  state  of  the  Information 
Revolution.  Gates  tends  to  cast  most 
everything  in  an  indistinct  future  de- 
spite the  fact  that  in  many  instances, 
the  new  technology  is  either  available 
now  or  soon  will  be.  For 
example,  in  a  chapter-  on 
the  impact  of  information 
technology  on  business — a 
1  )ar-ticular-ly  disappointing 
line,  given  Microsoft's  ob- 
vious expertise — Gates 
discusses  ftmctions  such  as 
onhne  bill-paying,  ah'eady 
used  by  thousands  of  In- 
tuit customers,  as  if  they 
wei'e  yet  to  be  invented. 
Similar'ly,  he  describes  as 
not  yet  here  the  docu- 
ment-sharping softwai-e 
that  Intel  Cor-p.  and  oth- 
er's have  been  selling  for  a  year  or  more. 

This  isn't  necessarily  a  conspiracy  of 
silence:  He  ignores  lots  of  Mici'osoft 
technology,  too.  The  idea  may  be  to  por- 
tr-ay  even  more  dr-amatic  changes  on 
the  horizon,  but  it's  a  gr-eat  disser-vice  to 
the  I'eader.  Gates's  description  of  the 
curTent-day  Inter-net,  for  example, 
leaves  the  impr-ession  that  we're  still 
back  at  the  dawn  of  the  new  era,  back 
befor-e  the  world  discovered  the  World 
Wide  Web  and  started  building  a  new 
computer  industry  ther-e — without  wait- 
ing for  Microsoft  to  lead  the  way. 

He  boldly  pr-edicts,  for  example,  that 
hundreds  of  entrepreneurs  will  start 
businesses  to  create  pr-ogr-amming  and 
content  for-  the  Net.  Hello?  Maybe  read- 
ers have  heard  of  Netscape  Communi- 
cations Corp.,  the  startup  r-un  by  former 
Univer'sity  of  Illinois  computer  jock 
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/  \  h,  isn't  the 
information  agl 
just  wonderful? 


In  Dante's  Inferno,  the  damned  in  the  seventh  circle  of  Hell  must  stand  neck  deep  in  boiling  lava.  A 
Not  that  things  are  quite  that  bad  in  today's  business  world.  At  least  you  can  get  GroupWise  — the 
groupware  solution  from  Novell..  Its  Universal  In  Box  helps  you  control  the  flood  of  information 
by  letting  you  see  and  manage  E-mail,  appointments,  faxes,  even  voice  mail — all  from  one  place. 
And  with  GroupWise  you  have  the  option  of  using  a  laptop,  phone,  or  pager  to  retrieve  your 
messages  no  matter  where  on  earth  (or  in  Hell)  you  are.  So  follow  the  lead  of  over  5  million  users  who 
are  already  being  kept  in  the  loop,  and  out  of  limbo.  To  learn  how  other  companies  are  staying 
on  top,  check  out  http://www.noveU.com  on  the  Internet,  or  call  us  at  1-800-778-1851.  j 


opportunity 
only  rings 
once. 


. .  .but  vvlicn  it  does,  a  KaclioSliack 
personal  pager  will  keep  you  in 
touch.  KadioShack's  line-Lip  of  local 
and  nationwide  pagers  includes  fea- 
tures such  as  time  stamp,  message 
memory  and  alphanumeric  display. 
And  we'll  answer  questions  about 
]iaging  services  and  sign  you  up  for 
one  that  meets  your  needs. 

Affordable  personal  pagers  are  just 
one  example  of  the  quality  business 
products  you'll  hnd  at  RadioShack. 
Call  on  us  today. 

RadioShack 

YoLi've  got  cjuestions.  We've  got  answers.*" 


Wilh  annual  service  conlract  Local  pagers  not  available  in  all  areas  See  store  (or  details 


Paging  serv  ice  low  as 
$7.95  per  month!* 


Books 


Marc  Andreessen?  Maybe  they  remer 
ber  that  this  outfit — about  the  highes 
profile  startup  to  hit  Silicon  Valley  in 
decade — went  public  on  Aug.  9  and  s 
new  records  for  an  initial  public  oiferin 

The  word  Netscape  doesn't  appear 
the  book.  And  it  can't  be  that  the  upsta 
hadn't  hit  Gates's  radar  in  time.  In  tl 
published  text,  The  Road  AJiead  refe 
to  the  proposed  Time  Warner  buyout 
Turner  Broadcasting,  which  was  s 
nounced  on  Sept.  23.  No,  the  Netsca] 
omission  suggests  another  motive: 
not  acknowledging  how  far  such  comp 
nies  have  ah'eady  come  in  transformii 
the  Web  into  the  I-way,  Gates  subtly  a 
tempts  to  turn  back  the  clock,  to  a  tin 
before  the  upstarts  stole  his  march. 

You  can't  blame  Gates  for  such  wis 
ful  thinking.  But  the  Web  and  comp 
nies  such  as  Netscape  and  new  Intern 
technologies  such  as  Sun  Microsysten 
Inc.'s  Java  pi-ogi-amming  language  (ali 
not  mentioned)  ai-e  changing  the  rules 
the  software  industry  (page  78).  Th 
has  investors  questioning  Microsoft's  f 
tiu'e — and  Gates  applying  his  talents 
a  broad  range  of  Web  initiatives. 

In  the  book.  Gates  does  acknowledj 
that,  in  theory,  Microsoft  could  be 
danger  of  falling  behind  on  the  I-wa 
But  his  take  is  exasperatingly  vague, 
unexjjectedly  find  myself  a  pait  of  the  { 
tablishment,"  he  writes.  "My  goal  is 
prove  that  a  successful  corporation  cj 
renew  itself  and  stay  in  the  forefront 
The  book  that  tells  how  one  of  tl 
world's  shaipest  business  minds  plans 
tackle  that  would  be  a  real  page-tumt 

For  now,  readers  might  do  better 
focus  on  the  entertaining  CD-ROM  versi( 
of  The  Road  AJiead  (included  in  the  $1 
cover  price).  It  sticks  pretty  close 
the  book,  but  at  least  it  shows  some 
Microsoft's  promotional  flair.  It  also  fe 
tures  clips  of  Gates  that  show  a  bit 
his  thinking  and  personality.  The  sta 
of  the  show,  though,  are  Gates's 
million  dream  house  ("nothing  ostent 
tious,"  he  wintes)  and  a  mai-vel  of  tl 
future,  a  wallet-size  PC.  As  shown  v 
computer  animation,  the  PC  miraculou 
ly  adapts  to  any  digital  purpose,  fro 
bank  card  to  TV  set  to  wireless  phori 
It  is,  in  fact,  an  eerie  echo  of  the  Knov 
edge  Navigator,  a  gee-whiz  tablet  coi 
puter  that  former  Apple  Computer  Ir 
CEO  John  Sculley  dreamed  up  and  d 
scribed  in  his  1987  book,  Odyssey.  Lil 
Gates,  Sculley  had  his  "vision"  tumi 
into  an  animated  film — and  then  in 
the  Edsel-like  Newton  MessagePa 
Let's  hope  that's  not  a  portent. 

BY  GEOFF  LEWI 

Senior  Editor  Lewis  supervis 
BWs  coverage  of  information  technohf, 
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Beyond  news.  Iiilelligence. 


Opportunities!  Information!  Partners!  Contacts! 


With  over  90  million  fax  macliiiies  in  the  world, 
find  out  how  to  use  yours  to  reach  an  audience  of 
interxiational  businesses. 


We'll  send  you 
everythine 
you  neea 
to  get  started. 

by  fax,  of  course 
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THE 
BOTTOM  LINE 
LEADS  TO 
OHIO. 
THE 
QUICKEST 
WAY  THERE  IS 
ONLINE. 


To  do  business  in  this  diverse  and  growing  market,  you  need  Online  Ohio.  •  Tap  into 
this  area  on  Business  Week  Online,  located  behind  the  "Offers  and  Info"  icon  on  the 
opening  screen.  You'll  find  market  intelligence  on  Ohio  and  Ohio-based  companies 
that's  timely,  authoritative  and  instantaneous.  •  Best  of  all,  Online  Ohio  is  highly 
interactive — you  can  send  messages  to  state  officials  and  participating  companies,  and 
request  additional  information.  •  Don't  miss  this  opportunity  to  explore  this  new  and 
unique  resource  starting  September  25.  If  you  are  not  currently  an  America  Online 
subscriber,  call  1-800-641-4848  to  receive  a  trial  diskette,  including  10  free  hours  on  AOL. 


A 

A  M  E  Ryl  C  A 


BusmessWeemmMm 


Beyond  news.  Intelligence. 


©  1 995,  byThe  McGraw-Hill  Companies,  Inc. 
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■\  Dwmnn  „/  Vic  McGraw  Hill Oimftamcs 


Sit  back  and  relax 
with  a  best-seller.  LeSabre. 

What  could  be  more  relaxing  than  driving  the  best-selling 
full-size  car  in  America?*  You  know  it's  got  to  be  safe — 
with  everything  from  standard  dual  air  bags  to 
anti-lock  brakes.  You  know  it's  got  to  be  roomy, 
dependable,  and  reasonably  priced.  So  sit  back. 
Enjoy  the  ride.  You're  in  good  company.  ^ 
LeSabre  by  Buick.  For  more  information 
on  the  best-selling  full-size  car  in 
America,  call  1-800-4A-BU1CK. 


BUICK' 

The  New  Symbol  For  Quality 
in  America. 


Technology  &  You 


BY  STEPHEN  H.  WILDSTROM  

GUD  TIDINGS 
FOR  TECHIES 


OMNIGO  100  $3S0 

Keeping  financial 
records  close  to 
your  chest 


High-tech  accessories 
and  software  for 
the  electronic 
whizzes  on  your  list 

Computer  makers  are 
hoping  their  products 
fly  off  retailers'  shelves 
in  unprecedented  numbers 
this  holiday  season.  But  you 
may  be  looking  for  some- 
thing just  a  bit  less  pricey 
in  the  high-tech  gift  line, 
whether  software  or  elec- 
tronics accessoiies.  Here  are 
a  few  new  items  that  would 
make  fine  presents  for  tech- 
nology-minded children, 
spouses,  relatives,  or  friends. 

For  parents,  one  of  the 
season's  hot  topics  has 
been  protecting  young- 
sters from  some  of  the 
raunchier  material  on  TV 
and  online  services.  While 
technologies  still  are  being 
developed  for  the  task.  Tele- 
communications Inc.  (800 
934-1111),  the  big  cable 
erator,  has  come  up  with 
novel  idea:  a  Kid  Control  re- 
mote that  can  only  select  the 
channels  that  you  program 
in.  The  $30  device  comes  in 
two  styles,  a  purple  puppy 
and  a  blue  dinosaur,  and  is 
easily  progi-ammed  for  your 
TV  or  cable  box.  You  can  ac- 
tivate up  to  eight  channels 
of  your  choice.  While  kids 
older  than  7  can  probably 
ftgui'e  out  how  to  reprogTam 
the  device  for  mtv  and  the 
Dirty  Movie  Channel,  the 
clicker  can  keep  the  lit 


tlest  ones  out  of  trouble — and 
spare  you  from  being  a  nag. 

For  children  who  have  not 
yet  become  total  couch  pota- 
toes, 3D  Movie  Maker  from 
Microsoft  Corp.  promises  to 
be  one  of  this  holiday  sea- 
son's more  interesting  soft- 
wai-e  titles.  The  $50  progi-am, 
which  requires  Windows  95, 
is  aimed  at  ehildi'en  8 
and  up.  It  allows 


reference  mati 
rials.  For  t\ 
seriously  gadg( 
minded,  Hei 


KID  CONTROL  $30 

A  remote  for 
clicking  on 
clean  fun 


op- 


SIOEWINDER  3D 
PRO  $60 

Microsoft's 
joystick  is 
aimed  at  new 
3-D  games 


the  "director"  to  create  com- 
plicated animated  movies, 
complete  with  multiple  came- 
ra angles,  sound  effects,  and 
dialog,  simply  by  using  clicks 
of  the  mouse.  Although  not 
billed  as  an  educational 
program,  3D  Movie 
Maker  encourages 
more  creativity  than 
most  software  does. 
The  package  should 
be  in  stores  by  the 
end  of  Novem- 
ber (For  soft- 
ware gift 
possibilities 
for  young- 
er children, 
take  a  look 
at  "CD-ROMS  for 


the  Preschool  Set,"  in  the 

Nov.  13  BUSINESS  WEEK.) 

As  part  of  its  aggressive 
push  into  consumer  markets, 
Microsoft  also  has  a  treat  for 
game  players.  The  $60  Side- 
winder 3D  Pro  joystick,  de- 
signed for  use  with  DOS  or 
Windows  95  games,  uses 
opto-electric  motion  sensors 
in  place  of  the  me- 
chanical vaiiable  re- 
sistors used  in  most 
game  controllers. 
The  result  is  more 
accurate  control 
and  greater  reliability.  The 
device  also  is  designed  to 
take  maximum  advantage  of 
the  new  3-D  games  that  will 
be  appearing  next  year.  A 
stripped-down  ver- 
sion, the  Sidewind- 
er, costs  $30. 

Holidays  are  for 
adults,  too,  though 
the  gifts  we  get 
tend  to  be  less  fun. 
Personally,  I  can't 
think  of  anything 
that  would  make  fi- 
nancial record- 
keeping a  pleasure, 
but  lots  of  people 
seem  to  enjoy  us- 
ing Intuit  Inc.'s 
Quicken  to  do  just 
that.  Now  it's  easi- 
er— and  cheaper — 
than  ever  to  keep 
Quicken  with  you  wherever 
you  go  with  Pocket  Quicken 
on  Bookman  from  Franklin 
Electronic  Publishers  Inc. 
(800  266-5626).  The  $99  de- 
vice includes  a  link  to  ex- 
change entries  with  a  desk- 
top version  of  Quicken.  It 
also  accepts  more  than  a  doz- 
en other  Bookman  cartridges 
that  give  users  a  variety  of 


lett-Packai 
Co.'s  new  OmniGo  100  off^ 
a  good  bet.  The  OmniC' 
which   costs  $350, 
somewhere  between 
pocket  organizer  and  a  pe 
sonal  digital  assistant.  Sms 
enough  to  fit  in  a  purse  ( 
suit  pocket,  its  software  ii 
eludes  phone,  address,  ar 
appointment  books,  a  simp 
spreadsheet,  an  excellent  l 
nancial  calculator  and,  ye 
Pocket  Quicken.  Data  enti 
is  through  a  diminutive  bi 
usable  keyboai'd.  You  can  ah 
enter  data  with  a  pen,  usir 
the  special,  but  easy-to-lear  • 
shorthand  of  Palm  Compu, 
ing's  Grafitti. 

But  all  Quicken  and  r| 
play  could  make  anyone  di 
If  there's  a  Web-surfli 
sports  fan  on  your  holids 
shopping  list,  Starwa\ 
Corp.  and  espn  may  ha^ 
the  ideal  present.  ESP 
SportsZone  (http://esi 
net.sportszone.com),  follov 
ing  an  accelerating  trend  c 


spars  slip  past  cooiUess  Grizzlies 
111  62 


ESPN  SPORTZONE 
$40  A  YEAR 

Surf  the  Web  for 
sports  stats  and 
fantasy  leagues 


the  Internet,  hi 
greatly  expand* 
its  offering  of  se 
vices — and  mov< 
the  best  inform 
tion,  including  a 
vanced  statistics  and  fantai 
leagues,  to  a  subscriptio: 
only  service.  The  servii 
costs  $4.95  a  month,  or  $■ 
for  an  annual  subscription, 
Whether  your  gift-givii 
inclinations  favor  fim  or  tl 
electronic  equivalent  of 
warm  sweater,  you  can  fu 
high-tech  goodies  for  eve: 
budget.  Happy  shopping. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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MONTHLY  RATES 


$100,000 
Male  Female 


11.50 
11.50 
11.50 
11.50 
11.50 
11.50 
11.50 
11.50 
11.50 
11.50 
11.50 
11.50 
11.50 
11.50 
11.50 
11.50 
11.80 
10.25 
10.67 
11.17 
11.67 
12.25 
12.84 
13.59 
14.25 
15.35 
16.50 
17.84 


11.40 
11.40 
11.40 
11.40 
11.40 
11.40 
11.40 
11.40 
11.40 
11.40 
11.40 
11.40 
11.40 
11.40 
11.40 
11.40 
11.60 
11.80 
10.09 
10.59 
11.34 
11.67 
12.25 
12.67 
13.00 
13.34 
14.00 
14.67 


$250 
Male 


000 
Female 


18.75 
18.75 
18.75 
18.75 
18.75 
18.75 
18.75 
18.75 
18.75 
18.75 
18.75 
18.75 
18.75 
18.75 
18.75 
18.75 
19.38 
20.42 
21.46 
22.71 
23.96 
25.21 
26.25 
27.71 
29.38 
31.05 
33.13 
35.00 


18,55 
18.55 
18.55 
18.55 
18.55 
18.55 
18.55 
18.55 
18.55 
18.55 
18.55 
18.55 
18.55 
18.55 
18.55 
18.55 
18.96 
19.59 
20.21 
21.46 
23.13 
23.96 
25.21 
26.25 
27.30 
28.13 
28.96 
30.00 


$500,000 
Male  Female 


35.42 
35.42 
3542 
35.42 
35.42 
35.42 
35.42 
35.42 
35.42 
35.42 
35.42 
35.42 
35.42 
35.42 
3542 
35.42 
36.67 
38.75 
40  84 
4334 
45.84 
48.34 
5042 
53.34 
5667 
60.00 
64.17 
67.92 


35.00 
35.00 
35.00 
35.00 
35.00 
35.00 
35.00 
35.00 
35.00 
35.00 
35.00 
35.00 
35.00 
35.00 
35.00 
35.00 
35.84 
37.09 
38.34 
40.84 
44.17 
45.84 
48.34 
5042 
52.50 
54.17 
55.84 
57.92 


$1,000,000 
Male  Female 


68.75 
68.75 
68.75 
68.75 
68.75 
68.75 
68.75 
68.75 
68.75 
68.75 
68.75 
68  75 
68.75 
68.75 
68  75 
68.75 
71.25 
75.42 
7959 
84.59 
89,59 
94  59 
98,75 
104.59 
111,25 
117,92 
126,25 
133,75 


67.92 
67.92 
67.92 
67.92 
67.92 
67.92 
67.92 
67.92 
67.92 
67.92 
67.92 
67.92 
67.92 
67.92 
67.92 
67.92 
69.59 
72.09 
74.59 
79.59 
86.25 
89.59 
94,59 
98,75 
102  92 
106,25 
109.59 
113.75 


Issue 
Age 


48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 


$100,000 
Male  Female 


19.25 
20.84 
22.75 
24.67 
26.92 
29.34 
31.84 
34,92 
38,34 
41.67 
45.50 
50.09 
55.67 
62.50 
70.34 
78.75 
87.75 
96.84 
106.17 
115,17 
125,17 
137,17 
152,92 
171,34 
192  09 
215,50 
241,42 
269,92 


15,67 
16,92 
18,34 
19,67 
21,00 
2267 
24,42 
26,25 
28,25 
30,34 
32,75 
35,34 
37,84 
40,34 
43,34 
46.92 
51.34 
56.17 
60.84 
6550 
69,67 
72,92 
7542 
8242 
91  00 
102,09 
115,75 
131,42 


$250,000 
Male  Female 


37.50 
40.00 
42.92 
45.84 
49.17 
52.50 
56.67 
61.88 
67.30 
73.55 
80.21 
88.34 
97.71 
109.17 
121,46 
135,42 
150,84 
168,13 
187.30 
207,30 
229  59 
257  30 
292  50 
332,92 
378  75 
430,21 
486,88 
549,17 


31,05 
32.71 
33.96 
36.46 
39.38 
42.30 
45.42 
48.75 
52.30 
56.46 
61.46 
67.30 
73.55 
80.42 
88.75 
98.55 
109.80 
121.88 
131.46 
141.46 
152,09 
159  59 
170  42 
187,30 
207,92 
234,38 
266,46 
302,92 


$500 
Male 


000 
Female 


72,92 
77,92 
83,75 
89,59 
96,25 
102.92 
111.25 
121.67 
132.50 
145,00 
158  34 
174  59 
193,34 
216,25 
240,84 
268,75 
299,59 
334.17 
372.50 
412.50 
457.09 
512  50 
582,92 
663,75 
755,42 
858,34 
971,67 
1096,25 


60,00 
63,34 
65.84 
70.84 
76.67 
82,50 
88,75 
95,42 
102,50 
110,84 
120,84 
132,50 
145,00 
158,75 
175,42 
195,00 
217,50 
241,67 
260,84 
280.84 
302.09 
321.25 
338,75 
372,50 
413,75 
466,67 
530,84 
603,75 


$1,000,000 
Male  Female 


143,75 
153.75 
165.42 
177.09 
190.42 
203.75 
220.42 
241.25 
262.92 
287,92 
314  59 
347,09 
384.59 
430.42 
479.59 
535.42 
597.09 
666.25 
742.92 
822.92 
912,09 
1022,92 
1163  75 
1325,42 
1508,75 
1714,59 
1941,25 
2190,42 


117,92 
124.59 
129.59 
139.59 
151.25 
162.92 
175.42 
188.75 
202.92 
219.59 
239.59 
266.92 
287.92 
315.42 
348.75 
387.92 
432.92 
481.25 
519.59 
559.59 
602  09 
640.42 
675.42 
742.92 
825.42 
931,25 
1059,59 
1205,42 


r  amounts  available  upon  request.  Premiums  are  standard  rates  based  on  applicant's  age  at  Issuance  of  policy.  Policies  are  non-cancellable  as  long 
emiums  are  paid.  Premiums  may  be  paid  annually,  semi-annually,  and  monthly  bank  draft  only.  (A  no-cost  medical  exam  may  be  required  depending 
ge,  health,  or  amount  of  coverage  desired).  Policies  $100,000  and  above,  CE-82  Plus,  Policy  Form  No.  80-RCT-79D,  Graded  Premium  Level  Death 
jfit  to  age  95.  Premiums  increase  annually.  Policies  underwritten  by  The  Old  Line  Life  Insurance  Company  of  America,  A  USLIFE  Company,  707  North 
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Level  Death  Benefit  to  Age  95 


Application  Request  Form 

The  information  you  provide  will  be  kept  in  strict  confidence. 


NAME  

ADDRESS 
CITY  


.  STATE. 


ZIP_ 


DATE  OF  BIRTH  

AMT.  OF  INS.  DESIRED. 

HOME  PHONE  i  L 

BENEFICIARY  


MALE  □  FEMALE  □ 


 TOBACCO^  NON-TOBACCO  □ 

.  WORK  PHONE  (  )  


The  best  time  to  call  me  is: 

n  Morning  □  Afternoon  □  Evening     (  □  Home  □  Work) 
I  wish  to  pay  my  premiums:  □  Annually  □  Semi-Annually   □  Monthly  Bank  Draft 
ADDITIONAL  APPLICATION  REQUESTED  FOR: 

NAME  


DATE  OF  BIRTH  

AMT.  OF  INS.  DESIRED. 
Comments:  


MALE  □  FEMALE  □ 


.  TOBACCOS  NON-TOBACCO  □ 


dH  I  wish  to  cover  my  children 

DLL  FORM  JJ-9003 


OLL  CE82 


Are  You  Paying  too  much 
for  Your  Term  Insurance? 


For  More  Information  Call: 
For  Priority  Service  -  Fax: 


1-800-955-9211 
1-800-387-4236 


A  U:ilFE  COMPANY 


TOBACCO  RATES 


MONTHLY  RATES 


MONTHLY  RATES 


1 


Issue 
Age 


20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 


$100,000 
Male  Female 


16.59 
16.59 
16.59 
16.59 
16.59 
16.59 
16.59 
16.59 
16.59 
16.59 
16.59 
16.84 
17,09 
17.42 
17.67 
17.92 
18.59 
19.59 
20.59 
21.92 
23.17 
24.84 
26.42 
28.34 
30.50 
33.25 
35.42 
37.84 


16.09 
16.09 
16.09 
16.09 
1609 
16.09 
16.09 
16.09 
1609 
16.09 
16.09 
16.09 
16.09 
16.09 
16.09 
1609 
16.42 
1684 
17.17 
18.17 
19.50 
20.34 
21.42 
22.42 
23.25 
24.00 
25.00 
26  00 


$250,000 
Male  Female 


34  38 
34  38 
34  38 
34  38 
34  38 
34.38 
34.38 
34  38 
34.38 
34.38 
34  38 
35.00 
35.63 
36.25 

36  88 

37  30 
38.96 
41  25 
43.75 
46.88 
50.00 
53.96 
57.71 
61.67 
66.67 
72.09 
76.05 
80.00 


31.25 
31  25 
31.25 
31  25 
31.25 
31  25 
31.25 
31  25 
31.25 
31.25 
31.25 
31.25 
31.25 
31.25 
31  25 
31.25 
32.30 

33  34 

34  38 
36.67 
39.80 
41,67 
44.17 
46,46 
48,75 
50,63 
51,88 
53,55 


$500,000 
Male  Female 


66,67 
66,67 
6667 
66.67 
66,67 
66,67 
66,67 
66,67 
66,67 
66,67 
66,67 
67,92 
69,17 
70,42 
71,67 
72,50 
75,84 
80,42 
85,42 
91,67 
97,92 
105,84 
113,34 
121,25 
131.25 
142.09 
150,00 
157,92 


60,42 
60,42 
60.42 
60,42 
60.42 
60.42 
60.42 
60.42 
6042 
60.42 
60.42 
60.42 
60.42 
60.42 
60.42 
60.42 
62  50 
64  59 
66,67 
71,25 
77,50 
81  25 
86,25 
90,84 
95,42 
99,17 
101  67 
105.00 


$1,000,000 
Male  Female 


131.25 
131.25 
131.25 
131.25 
131.25 
131.25 
131.25 
131.25 
131.25 
131.25 
131.25 
133.75 
136.25 
138.75 
141.25 
142.92 
149.59 
158.75 
168.75 
181.25 
193.75 
209.59 
224.59 
240.42 
260.42 
282,09 
297,92 
313,75 


118,75 
118.75 
118.75 
118.75 
118.75 
118.75 
118,75 
118.75 
118,75 
118,75 
118.75 
118,75 
118,75 
118.75 
118,75 
118,75 
122,92 
127,09 
131,25 
140,42 
152,92 
160,42 
170  42 
179,59 
188,75 
196,25 
201.25 
207.92 


Issue 
Age 


48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 


$1 
Male 


00,000 
Female 


40.42 
43.17 
46.50 
49.34 
52.25 
55.42 
58,50 
62,25 
68,34 
74.34 
81.34 
89.59 
99.50 
111.84 
125.92 
141.17 
157.34 
17367 
190.50 
206,67 
224.67 
246.34 
274.75 
307.75 
345.09 
387  25 
433.84 
485  17 


27.50 
29.42 
31.67 
34.00 
36.34 
39.34 
42.34 
45.67 
49.50 
53.50 
58.34 
63.34 
68.34 
73.00 
78.42 
84.92 
93.00 
102.00 
110.92 
119.84 
128.00 
134.59 
139.67 
151.34 
165.42 
183.92 
206.67 
232.50 


$250,000 
Male  Female 


84.80 
89.59 
95.00 
101.05 
107.09 
113.75 
121.88 
131.67 
140.21 
149.38 
158.96 
170.42 
183.55 
204.17 
22667 
251  88 
280.00 
31084 
344  38 
378.55 
417  09 
464.38 
525.00 
597,71 
680,21 
772,92 
87521 
987,09 


55,42 
57,92 
60,42 
64,59 
69,17 
74,17 
79,38 
84.59 
90.42 
97.71 
106.25 
116.25 
127.30 
139.17 
153.75 
170.63 
190.21 
211.46 
22855 
247.09 
266,67 
284,80 
301,46 
332  30 
370,00 
418  13 
477,09 
543,96 


$500,000 
Male  Female 


167,50 
177,09 
187,92 
200,00 
212,09 
225,42 
241,67 
261  25 
278,34 
296,67 
315,84 
338,75 
365,00 
40625 
451,25 
501,67 
557,92 
619  59 
686,67 
755,00 
83209 
926,67 
1047.92 
1193  34 
1358.34 
1543.75 
1748.34 
1972.09 


108.75 
113,75 
118,75 
127,09 
136.25 
146.25 
156.67 
167.09 
178.75 
193  34 
210.42 
230.42 
252.50 
276.25 
305.42 
339  17 
378,34 
420  84 
455  00 
492.09 
531.25 
567.50 
600.84 
662.50 
737.92 
834.17 
95209 
1085.84 


$1,000,000 
Male  Female 


332.92 
352,09 
373,75 
397,92 
422,09 
448  75 
481,25 
520.42 
554.59 
591.25 
629.59 
675.42 
727,92 
810,42 
900,42 
1001,25 
1113,75 
1237,09 
1371  25 
1507,92 


215.42 

225.42 

235,42 

252.09 

270.42 

290.42 

311.25 

332.09 

355.42 

384.59 

418.75 

458.75 

502.92 

550.42 

608.75 

676.25 

754.59 

839.58 

907.9211 

982.081 


1662.09  1060.42 
1851.25  1132.92j;f(- 
2093.75  1 199.59  M-i 
2384.59  1322.92! 
2714.59  1473.75K|j 
3085  42  1666.25! 
3494.58  1902.09  jpv 
3942.09  2169.58'  '  ' 


Other  amounts  available  upon  request.  Premiums  are  standard  rates  based  on  applicant's  age  at  issuance  of  policy.  Policies  are  non-cancellable  as  Ion; 
as  premiums  are  paid  Premiums  may  be  paid  annually,  semi-annually,  and  monthly  bank  draft  only,  (A  no-cost  medical  exam  may  be  required  dependintj  lO, 
on  age,  health,  or  amount  of  coverage  desired).  Policies  $100,000  and  above,  CE-82  Plus,  Policy  Form  No.  80-RCT-79D,  Graded  Premium  Level  Deatll 
Benefit  to  age  95.  Premiums  increase  annually.  Policies  underwritten  by  The  Old  Line  Life  Insurance  Company  of  America,  A  USLIFE  Company,  707  NortI 
Eleventh  Street,  PO  Box  401,  Milwaukee,  Wl  53201-0401  (414)  271-2820.  Established  1910.  Over  $45  Billion  Dollars  of  Life  Insurance  in  force.  Rateo 
A+  (Superior)  by  A.M.  Best  Company*.  NOT  AVAILABLE  IN  ALL  STATES,  Paid  advertisement,  „p,„.^„      ^  .ecommendatior 
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conomic  Viewpoint 


tf  AUL  CRAIG  ROBERTS 


I  ELFARE:MAYBE  THE  STATES 
[  4N  FIGURE  OUT  WHAT  WORKS 


[SASTER: 

ith  the 
stem  widely 
en  as  a  flop, 
ashington  is 
imping  it  in 
le  states' 
ps.  But 
deral  judges 
ill  no  doubt 
y  to  meddle 


il  Craig  Roberts  is  John  Olin 
ow  of  the  Institute  for  Political 
•nomy  and  Distinguished  Fellow 
he  Cato  Institute  in  Washington, 

He  IS  co-author  of  The  New 
or  Line:  How  Quotas  and  Pnvilege 
itroy  Democracy  (Regnery  Pub- 
ing,  October,  1995)^ 


President  Bill  Clinton  promised  to  end 
welfare  "as  we  know  it."  As  we  know 
it,  welfare  is  an  open-ended  entitle- 
ment that  has  been  successful  in  spending 
money  but  unsuccessful  in  achieving  its 
goals. 

Policymakers  perceive  that  part  of  the 
problem  lies  in  the  way  welfare  is  fmanced: 
with  federal  matching  gi-ants.  It  only  costs 
states  50(2  to  expand  welfare  spending  by  $1. 
The  welfare  reforan  bill  moving  thi'ough  Con- 
gress would  biing  this  to  an  end  by  substitut- 
ing federal  block  grants,  capped  at  existing 
spending  levels,  for  open-ended  matching 
gi'ants.  This  refomi  would  double  the  margin- 
al cost  to  state  taxpayers  of  expanding  wel- 
fare. Thus,  states  would  have  more  incentive 
to  control  their  welfare  progi'ams  and  to  get 
better  results  for  their  money. 

However,  the  factors  driving  welfare  re- 
form are  not  primarily  budgetary.  The  pro- 
grams are  widely  viewed  as  failures,  and  the 
federal  government  can  think  of  nothing  new 
to  tiy.  In  view  of  welfare's  sorry  long-term 
track  record,  yet  another  federally  sponsored 
job  or  training  progi*am  seems  pointless.  The 
feds  are  passing  the  buck  to  the  states,  hop- 
ing that  somewhere  in  the  numerous  separate 
jurisdictions  someone  will  hit  on  something 
that  will  work. 

LITTLE  IMPACT.  The  bipartisan  dissatisfaction 
with  welfare  is  the  result  of  thi"ee  factors: 
One  is  that  welfare  was  originally  sold  as  a 
widow's  allowance.  But  with  the  passage  of 
time,  it  turned  into  an  allowance  for  women 
with  illegitimate  children.  In  effect,  welfare 
became  a  banier  against  family  fomiation. 

A  second  factor  is  that  welfare  has  ceased 
to  be  a  safety  net  and  has  became  a  way  of 
life.  Welfare  was  supposed  to  protect  people 
while  they  got  back  on  their  feet.  For  many, 
however,  with  limited  career  prospects,  a  wel- 
fare package  consisting  of  Aid  to  Families 
with  Dependent  Children,  food  stamps.  Med- 
icaid, housing  assistance,  nutrition  assistance, 
and  energy  assistance  has  proved  to  be  more 
attractive  than  earned  income.  According  to  a 
recent  Cato  Institute  study,  in  28  states  and 
the  District  of  Columbia,  tliis  welfare  package 
is  worth  more  than  the  starting  salary  for  a 
secretary.  In  46  states  and  the  District  of 
Columbia,  it  exceeds  the  earnings  of  full-time 
janitors.  In  eight  states  and  the  District  of 
Columbia,  the  benefits  exceed  the  national 
average  for  first-year  teachers'  salaries.  In 


five  states  and  the  District  of  Columbia,  wel- 
fare benefits  exceed  the  national  median  wage 
for  computer  programmers. 

A  third  factor  is  that  we  have  spent  $5 
trillion  since  President  Lyndon  B.  Johnson 
began  the  War  on  Poverty — vrith  very  little 
impact  on  the  poverty  rate. 

It  remains  to  be  seen  whether  reform  will 
succeed  in  uncovering  more  successful  ap- 
proaches to  welfare  or  even  in  limiting  the 
gi'owth  of  welfare  spending.  There  is  nothing 
in  the  current  reform  bill  that  would  reduce 
the  demand  for  welfare.  Still,  if  the  bill 
succeeds  in  making  states  more  resistant  to 
expanding  their  welfare  expenditures,  the 
package  of  welfare  benefits  may  become  a 
less  attractive  alternative  to  employment 
over  time. 

JUDICIAL  SCRUTINY.  However,  the  couits  have 
not  been  heard  fi'om,  and  there  is  every  rea- 
son to  expect  federal  judges  to  intei-vene — not 
perhaps  with  Congi'ess,  but  with  state  and  lo- 
cal attempts  to  curtail  welfare  benefits.  The 
problem  with  welfare  is  that  "protected  mi- 
norities," as  defined  by  the  courts,  are  dispro- 
portionately represented.  Therefore,  welfare 
cuts  will  be  seen  as  having  a  disparate  impact 
on  a  protected  class  and  as  ipso  facto  proof  of 
race  and  gender  discrimination. 

It  is  only  a  matter  of  time  before  a  federal 
judge  makes  this  discovery.  On  Nov.  8,  Feder- 
al District  Judge  Robert  P.  Patterson  Jr. 
blocked  a  25(?  fare  increase  (20%)  by  New 
York  City's  Metropolitan  Ti'ansportation  Au- 
thority on  the  gi'ounds  that  it  would  have  a 
disparate  impact  on  protected  minorities.  The 
judge  was  swayed  by  statistics  showing  that 
60%  of  the  city's  subway  riders  are  members 
of  minority  gi'oups.  It  appears  that  if  the  mta 
wants  the  New  York  City  fare  increase  to 
stand,  or  to  avoid  future  controversy,  it  must 
raise  fares  on  suburban  commuter  railways  by 
the  same  amount.  Since  the  suburban  com- 
muters are  primarily  white,  only  a  balanced 
fare  increase  can  be  interpreted  as  a  nonbi- 
ased  action.  Yet  a  different  judge  could  just  as 
easily  treat  the  city  and  suburbs  as  two  sep- 
arate markets  and  still  rule  against  the  sub- 
way fare  hike  because  it  will  have  a  disparate 
impact  on  minorities. 

If  a  city's  subway  fares  attract  this  level  of 
judicial  scrutiny,  which  many  find  overreach- 
ing, then  it  seems  obvious  that  welfare  re- 
form will  be  similarly  challenged  for  its  dis- 
parate impact. 
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Economic  Trends 


BY  GENE  KORETZ 

INFLATION  IS 
EBBING  ALL  OVER 

It's  falling  in  the  Third  World,  too 

With  consumer  price  inflation  in  in- 
dustrial nations  expected  to  av- 
erage less  than  3%  next  year  for  the 
fouith  year  in  a  row,  attention  has  shift- 
ed to  the  developing  world,  where  high 
and  volatile  inflation  (averaging  50%  and 
above)  has  long  been  the  rule.  And 
there  the  news,  observes  economist  Jo- 
seph P.  Quinlan  of  Dean  Witter  Rey- 
nolds Inc.,  is  "extraordinarily  good." 

The  Inte)-national  Monetary  Fund 
reports  that  consumer  price  hikes  in 
developing  nations  have  been  slowing 
sharply  for  more  than  a  year — from  a 
12-month  average  increase  of  73%  in 
June,  1994,  to  under  29%  by  June  of 
this  year.  For  1995  as  a  whole,  Quinlan 
expects  the  rise  to  come  in  under  25%, 
its  lowest  level  in  15  years. 

In  part,  tliis  showing  reflects  the  ciu*- 
rent  slowdown  in  industrial  economies, 
softer  commodity  prices,  and  heightened 
global  competition.  But  the  most  signifi- 

INFLATION  LOSES  STEAM 
IN  DEVELOPING  NATIONS 


CONSUMER  PRICES 


•88  '89  '90  '91  '92 
L PERCENT  CHANGE  OVER  PREVIOUS  YEAR 


•95 
EST 


DATA  INTERNATIONAL  MONETARY  FUND,  OEANWinER  REYNOLDS  INC  PROJECTION 

cant  factor,  says  Quinlan,  has  been  the 
adoption  of  economic  refonns  in  response 
to  domestic  economic  crises  and  pres- 
sure from  international  lending  agencies. 
Taking  a  cue  ft'om  fast-gi'owing  Pacific 
Rim  economies,  many  nations  have  im- 
plemented privatization,  deregulation, 
fiscal  and  monetary  discipline,  and  trade 
and  financial  market  liberahzation. 

The  results  are  apparent  around  the 
globe.  In  China,  inflation  is  i-unning  at 
half  the  27%-  rate  of  a  year  ago.  In  Bi-a- 
zil,  its  monthly  pace  is  down  to  2%i  fi'om 
40%  in  early  1994.  From  Bulgaria,  the 
Czech  Repubhc,  Slovakia,  Poland,  and 
Slovenia  to  Argentina,  Ecuador,  and 
Peru,  price  hikes  have  slowed  sharply. 

While  still  far  fi-om  single  digits,  fu- 


ture inflation  in  developing  countries 
may  well  prove  more  contained  and  less 
volatile  than  in  the  past.  "Once  nations 
open  up  then-  economies,"  notes  Quinlan, 
"they  are  exposed  to  the  svrift  and  often, 
brutal  discipline  of  the  markets." 


A  SLIGHTLY  LESS 
LITIGIOUS  U.S.? 

A  slowdown  in  the  rush  to  sue 

The  U.  S.  still  leads  the  world  in  tort 
costs — the  ai'ea  of  law  covering  per- 
sonal and  property  injury  suits,  includ- 
ing malpractice,  product  liability,  and 
auto  accident  cases — but  its  lead  is  no 
longer  widening.  According  to  a  new 
study  by  Tillinghast-Towers  Perrin,  a 
management  consulting  fii'm,  U.  S.  tort 
costs  have  been  slowing  appreciably. 

Such  costs  (legal  and  administrative, 
as  well  as  jiuy  awards  and  settlements) 
run  about  2.2%  of  America's  gross  do- 
mestic product,  reports  the  firm.  That 
compares  with  1.3%  in  Italy  and  Ger- 
many; 0.8%  in  Britain,  France,  and  Can- 
ada; and  0.5%'  in  Japan.  While  most  na- 
tions' costs  have  been  relatively  stable, 
U.  S.  costs  gi'ew  about  50%  faster  than 
the  economy  fi'om  1950  to  1985,  bringing 
the  tab  to  2.5%  of  gdp  in  that  year. 

The  big  surprise  is  the  more  recent 
slowdown  in  tort  costs,  which  apparent- 
ly reflects  a  lessening  propensity  to  sue, 
since  it  coincides  with  a  leveling  off  in 
the  number  of  claims  filed  since  1985. 
With  tort  refonn  laws  passed  in  almost 
every  state  over  the  past  decade,  the 
fii'm  speculates  that  growing  corporate 
and  public  resistance  to  rising  tort  costs 
may  be  detei'ring  potential  litigants. 


HOW  TO  AVERT 
THE  NEXT  MEXICO 

Timely  economic  data  would  help 

A lot  can  be  leanied  from  last  year's 
Mexican  crisis.  That's  the  message 
of  a  paper  presented  by  economists 
Lawrence  R.  Klein,  A.  (ililbert  Heeb- 
nei;  and  Frederick  Heldring  at  a  recent 
conference  sponsored  by  the  Federal 
Reserve  Bank  of  Philadelphia  and  the 
(jlobal  Interdependence  Center. 

Among  the  signs  that  should  have 
alerted  intemational  investors  and  lend- 
ing agencies  to  the  gi'owing  risks  of  a 
crisis,  note  the  economists,  were  Mexi- 
co's large  cuirent-account  deficits,  cou- 
pled with  its  low  savings  i-ate  and  arti- 


ficially high  exchange  rate.  Mexic 
widely  unequal  income  distribution 
political  turmoil  were  other  bad  ome 
To  avert  and  contain  future  crises 
emerging  nations,  the  economists  str 
the  need  for  gi-eater  siu-veillance  by- 
International  Monetary  Fund  and 
standby  plans  to  set  up  syndicates! 
loans  to  help  problem  nations.  They  ajj 
stress  the  importance  of  accurate 
timely  economic  data.  By  mid-1994,  Mi 
ico  had  stopped  reporting  the  level] 
its  international  reserves,  which  w< 
dropping  sharply.  Had  this  been  knov 
market  pressures  at  home  and  ahi  ( 
might  have  impelled  Mexican  offici.i 
take  action  earher — thus  averting,  oi 
least  lessening,  the  ensuing  crisis. 

By  Kathleen  Madni 


DOWTVSIZING  ISN 
DOWN  ENOUGH 

Employees  are  still  under  the  gui 

Only  a  few  months  ago,  it  looke( 
if  the  downsizing  trend  afflici  i 
employees  of  U.  S.  companies  in  rectj 
years  was  finally  starting  to  subside  s|.; 
nificantly.  Now,  with  at&t's  recent  4 
nouncement  that  it  Is  offering  buyj. 
packages  to  nearly  78,000  manage  ^ 
that  seems  like  a  decidedly  premati 
conclusion. 

According  to  Challenger,  Gray 
Christmas  Inc.,  which  keeps  tabs 
layoff  announcements  by  U.  S.  emplc 
ers  (the  at&t  announcement  doesn't  j 
qualify  because  voluntary  separatio 
are  not  "layoffs"),  some  41,335  job  ci 
backs  were  unveiled  in  October  Wh 
the  total  of  343,552  so  far  in  1995 
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25%  below  the  fii-st  10  months  of  191 
the  October  tally  marks  a  pickup  sir 
last  summer-  and  is  the  second-high( 
monthly  level  this  year 

One  sigTi  that  companies  ar"e  still  ke 
on    keeping  job 


rolls  thin  is  a  r-e- 
cent  sui"vey  of  162 
human-r*esources 
executives  by  con- 
sultants William 
M.  Mercer  Inc.  Al- 
though two-thir-ds 
of  the  execs  ex- 
pect their  busi- 
nesses to  gr'ow 
next  year-  and  37%- 
expect  hiring  to 
pick  up,  almost  an 
equal  number,  or 
35%,  foresee  em- 
ployment cuts. 


ARE  LAYOFFS 
TAKING  0FFAGAIN4 


ANNOUNCEMENTS 
OF  PLANNED 
LAYOFFS 


0 

JULY   AUG    SEPT  OCT, 
ATHOUSANDS  OF  EMPLOYEES 
DATA:  CHALLENGER,  GRAY  & 
CHRISTMAS  INC 
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By  James  H.  Johnson 


As  we  enter  the  third  millennium,  traditional 
lotions  of  time  and  place  will  vaporize.  Trade  and 
:ommerce  will  be  conducted  through  electronic 
)eams  of  light  spanning  space  and  the  continents, 
wenty-four  hours  a  day,  seven  days  a  week,  365 
lays  a  year.  Today's  corporations  are  already 
"eeling  from  this  change.  Computer  technology  is 
"ragmenting  time  honored  business  methods  by 
Jiving  companies  the  ability  to  assemble  and 
"ealign  pockets  of  business-critical  information 
Dver  the  virtual  enterprise.  The  Virtual  Enterprise 
allows  merchants  to  draw  their  gains  from  a 
federation  of  attachments  based  on  fast  moving 
markets  and  customer  conditions. 

While  the  Virtual  Enterprise  is  becoming  a  real- 
ity, the  current  computer  infrastructure  in  most  or- 
ganizations is  ill  prepared  to  support  it.  Over  the 
next  two  years  American  corporations  will  spend 
more  than  a  half  trillion  dollars  on  the  labor  alone 


for  business  software  application  development. 

This  represents  52%  of  all  business  critical  appli- 
cations. Most  of  these  applications  will  not  help  or- 
ganizations deal  with  the  Virtual  Enterprise,  due 
to  the  lack  of  fundamental  design  requirements  to 
operate  in  this  dynamic  and  complex  atmosphere! 

The  foundation  for  the  Virtual  Enterprise  is  a 
reliable  messaging  infrastructure  using  such 
technologies  as  OLTP  monitors  and  enterprise 
messaging  systems.  Such  an  infrastructure  will 
support  your  current  business  environment  and 
prepare  you  for  the  Virtual  Enterprise. 


Jim  Johnson  is  the  founder  and  Chairman  of 
The  Standish  Group  International,  Inc.  The 
Standish  Group  International,  Inc.  is  a  market 
research  and  technology  advisory  firm  that 
specializes  in  transaction  processing  and 
electronic  commerce. 
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The  Virtual  Enterprise:  Consider  the  potential  of  the 
Virtual  Enterprise:  to  conduct  business  electronically 
at  any  place,  any  time,  with  anyone,  independent  of  lan- 
guage or  national  boundaries.  This  is  created  through 
an  infinite  commonwealth  of  organizations  brought  to- 
gether to  conduct  business  electronically.  Electronic 
commerce  is  simply  the  process  of  doing  business 
through  electronic  means.  The 
Standish  Group  estimates  an 
astronomical  $5  trillion  dollars 
worth  of  business  will  be  con- 
ducted via  electronic  commerce 
by  the  year  2000. 

Getting  from  here  to  there  is 
not  an  easy  task.  Corporations 
must  dramatically  change  exist- 
ing information  service  struc- 
tures to  effectively  play  the  global  game.  Our  research 
reveals  that  today's  typical  software  development  project 
takes  between  two  and  three  years  to  complete.  Ironi- 
cally, most  of  these  run-your-business  software  pro- 
grams will  fail  due  to  a  fundamental  architectural  flaw; 
nearly  all  are  based  on  the  premise  of  stable  relationships. 

Within  the  Virtual  Enterprise,  relationships  are  con- 
tinually evolved,  activated  and  discarded  throughout  the 
network  as  demographic  needs  change  and  business 
needs  dictate.  To  better  understand  the  role  relation- 
ships play  in  any  organization's  computing  structure, 
consider  mainframes  and  personal  computers.  Personal 
computers  are  easy  to  use,  processing  is  fixed  and  they 
serve  as  a  valuable  tool  for  the  individual.  Mainframes 
provide  manageable  centralized  processing  for  internal 
corporate  business  and  the  processing  is  fixed.  Main- 
frames can  be  managed  and  controlled;  the  Virtual  En- 
terprise on  the  other  hand  is  anarchistic.  PCs  have  a 
one-to-one  relationship  with  their  users.  A  mainframe 
serves  many  users.  The  Virtual  Enterprise  has  rela- 
tionships consisting  of  many  users/services  to  many 
users/services.  These  many-to-many  relationships  pose 
the  greatest  challenge  in  developing  and  deploying  busi- 
ness applications  that  are  ready  for  the  Virtual  Enter- 
prise. Dynamically  establishing  and  maintaining  rela- 
tionships is  the  key  to  successful  electronic  commerce. 

Traditional  business  structures  are  undergoing  dra- 
matic transformations.  Wherein  a  bank  was  once 
merely  brick,  mortar,  vault  and  paper  money,  today's 
financial  institutions  serve  as  repositories  for  their  most 
valuable  asset  —  client  information.  Information  itself, 
and  the  means  of  processing  this  information,  have  ac- 
tually become  the  bank's  product.  Unfortunately,  prob- 
lems arise  when  large  organizations  must  link,  synchro- 
nize and  disseminate  these  products  across  their  en- 
terprise and  the  economy  in  general.  The  Virtual  En- 
terprise is  the  ability  to  build  a  solution  for  a  market  or 
customer  by  attaching  products  and  services  in  real- 
time over  a  seamless  electronic  network.  Making  the 
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transition  into  the  Virtual  Enterprise  can  be  made  easiei 
with  the  help  of  technology  solutions  such  as  those  of 
fered  by  UniKix  Technologies,  Novell,  Inc.,  and  Digital 
Equipment  Corporation. 

Many  Eortune  500  business  critical  applications  havej«l 
run  for  years  under  the  auspices  of  IBM's  CICS  (Cus- 
tomer Inventory  Control  System)  transaction  process- 


"The  Standish  Group  estimates  that  in  four  years  an 
astronomical  $5  trillion  dollars  worth  of  business  will 
he  conducted  via  electronic  commerce. " 


Dpi 


lill 

lEtr; 
ilk 
sjy 
sal 

h 


ing  monitor.  The  Standish  Group  data  shows  that  490 
of  the  Eortune  500  rely  on  this  system.  Historically,  CICS 
has  managed  transactions  in  a  non-distributed  (i.e.,  main- 
frame-centric) world.  Fragmenting  a  CICS  application  jtiv 
for  the  Virtual  Enterprise  can  be  a  challenging  task 
However,  distributing  a  CICS  application  can  be  made 
easier  with  tools  from  UniKix  Technologies.  Consider 
the  following: 

The  ultimate  example  of  the  reach  of  the  Virtual  En- 
terprise can  be  seen  in  the  home.  Imagine  —  you're  at 
home,  in  your  driveway  and  working  on  your  car.  You 
realize  you  need  a  certain  part.  You  simply  turn  on  your 
home  computer,  scan  the  automated  yellow  pages,  and 
proceed  to  make  your  selection.  With  a  simple  click  of 
a  button,  you  order  a  set  of  spark  plugs.  In  reality,  a 
transaction  is  fired  off  to  the  supply  store,  which  then  ly 
forwards  your  request  and  delivery  information.  The 
system  at  the  supply  store  checks  inventory.  If  it  can  bepa 
filled,  the  order  is  placed  and  mailed  to  your  home  — 
perhaps  via  a  carrier  service  for  next-day  delivery.  If 
the  item  is  out  of  stock,  the  request  is  passed  on  to  the 
manufacturer  to  determine  when  the  item  will  be  avail 
able.  You,  at  home,  are  electronically  notified  of  the  sta 
tus  of  your  order. 

How  does  all  this  happen?  Ask  Triad  Systems  Corpo- 
ration. Based  in  Livermore,  California,  Triad  supplies 
computer  solutions  to  the  automotive  after-market.  The 
company's  Warehouse  Management  System  accommo- 
dates functions  ranging  from  inventory  management  to 
order  entry  to  sales  analysis  and  price  updating.  Triad's 
customers  include  independent  automated  warehouse 
distributors,  with  annual  sales  ranging  from  $15  million 
to  over  $150  million.  With  their  market  calling  for  lower 
cost  solutions,  and  with  Triad's  need  to  expand  to  larger 
customers,  migrating  to  open  systems  looks  like  the 
right  road  for  Triad.  To  accommodate  their  customer 
needs,  while  moving  forward  with  open  systems  tech- 
nology. Triad  contracted  UniKix  Technologies,  of  Phoe- 
nix, Arizona,  to  help  them  downsize  their  existing  CICS- 
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>t  (l  automated  warehouse  software. 
Jsingthe  UniKix  Transaction  Processing  (TP)  moni- 
■  solution.  Triad  was  able  to  smoothly  migrate  its  main- 
me  software  from  a  proprietary  platform  to  a  UNK- 
si'd  server  solution.  Within  six  months,  more  than 
lOO  Triad  programs  were  completely  ported  over  to 
'  new  system,  allowing  the  $165  million  company  to 
)ve  in  a  completely  new  business  direction.  These 
ograms  now  run  under  the  UniKix  environment, 
lich  not  only  guarantees  transaction  integrity  across 
Virtual  Enterprise,  but  provides  a  secure,  scalable 
itform  for  future  growth.  Scalability  and  performance 
?  key  product  strategies  for  UniKix. 
'\nother  example  is  FundSERV.  FundSERV,  based 
Toronto,  provides  12  of  Canada's  largest  mutual  fund 
nipanies  with  a  private  high-speed  network.  This  al- 
A  s  180  brokers  and  dealers  to  place  wire  orders,  di- 
et inquiries  and  automate  file  transfers  across  differ- 
t  systems  and  protocols  throughout  the  country, 
lis  smoothly  implemented  electronic  exchange  re- 
ntly  replaced  a  more  traditional  business  method.  Just 
!  months  ago,  if  a  particular  fund  company's  machine 
is  inaccessible,  brokers  would  use  the  telephone  or 
mtract  a  third  party  carrier  for  overnight  services, 
"hile  this  type  of  processing  might  be  acceptable  in 
any  industries,  in  the  mutual  funds  environment,  even 
nail  synapses  of  time  between  transaction  placement 
id  verification  creates  room  for  error. 
To  alleviate  this  situation,  FundSERV  was  commis- 
oned  in  June  1994  to  build  a  "Box  in  the  Middle"  of 
.e  network  to  support  connectivity,  buffer  order  flow, 
I  id  most  importantly,  ensure  that  the  broker  would  al- 
ays  receive  the  proper  time  stamp.  All  the  different 
)mputing  environments  at  each  location  have  to  be 
iked  on-line  —  a  difficult  task  as  the  systems  at  each 
cation  are  subject  to  change  depending  on  the  indi- 
dual  company's  needs. 

To  connect  different  computers  and  networks  and  al- 
iw  for  fluctuating  transaction  flows  in  a  reliable  real  time 
ishion,  the  FundSERV  staff  determined  that  the  box 
Dlution  must  incorporate  several  critical  components, 
irst,  it  must  be  extremely  scalable;  second,  it  must  be 
exible  and  easy  to  maintain;  and  last,  but  most  impor- 
mtly,  it  must  serve  as  the  basis  for  long- 
2rm   expansion   of  the  business. 
undSERV  selected  a  UNIX-based  server, 
market-leading  relational  database,  and 
s  the  technological  linchpin,  the  Novell 
'uxedo  transaction  monitor. 
The  result  was  the  Transaction  For- 
warding System  (TFS)  —  a  software  sys- 
em  created  and  implemented  in  a  mere 
our  months.  The  Tuxedo  system  man- 
iges  the  transaction  flow,  logs  transactions  to  the  data- 
)ase,  and  delivers  them  to  the  fund  company  for  entry 
n  their  database.  The  transaction  records  are  then  sent 


back  to  FundSERV  and  on  to  the  dealer.  The  FundSERV 
development  staff  considers  the  true  beauty  of  the  sys- 
tem to  be  Tuxedo's  ability  to  "shoot  a  transaction  around 
networks"  and  dissimilar  systems,  with  replication  ser- 
vices which  log  identical  transactions  to  recover  in  the 
event  of  failure. 

Via  the  Virtual  Enterprise  concept,  global  enterprises 
are  currently  working  to  integrate  local  and  distributed 
product  fragments.  Every  day,  applications  in  banking, 
transportation,  telecommunications  and  other  industries 
require  the  ability  to  execute  transactions  reliably  in  real 
time  —  without  interruption  —  across  distributed  sys- 
tems. To  accomplish  this  organizations  often  must  in- 
corporate a  reliable  messaging  infrastructure.  Often 
called  "middleware",  it  creates  a  virtual  network  for  con- 
ducting business  across  the  enterprise.  The  power  and 
reliability  of  a  messaging  system  can  be  illustrated  in 
Digital  Equipment  Corporation's  Reliable  Transaction 
Router  (RTR) .  Digital's  RTR  provides  soffware  fault  tol- 
erance to  automatically  detect  a  system  failure.  Addi- 
tionally, the  product  guarantees  uninterrupted  service 
and  transaction  integrity.  RTR  is  ideally  suited  for  mis- 
sion critical  operations  requiring  continuous  availabil- 
ity. Continuous  availability  is  a  need  for  businesses 
which  literally  pay  a  high  price  for  lost  data  or  lost  trans- 
actions. Perhaps  the  best  example  of  this  can  be  seen 
in  the  American  Stock  Exchange. 

The  American  Stock  Exchange  (AMEX),  in  its  pur- 
suit of  lightning-fast  and  accurate  trading  for  its  custom- 
ers, is  implementing  reliable  messaging  technology  to 
reach  even  higher  levels  of  response  times  and  service. 
The  new  system,  called  the  AMEX  Option  Display  Book 
(AODB),  is  developed  and  marketed  by  OM  Systems 
International,  based  in  Stockholm,  Sweden.  It  is  de- 
signed to  eliminate  the  paper  notebook  the  stock  option 
specialist  uses  to  place  orders. 

Using  RTR  as  the  technological  underpinning,  all 
manually  written  instructions  are  now  automated.  This 
not  only  increases  speed  and  accuracy,  but  enables  the 
specialist  to  better  handle  peak  trading  volumes  and  re- 
duce the  overall  error  risk  in  the  order  handling  pro- 
cess. Tlie  AODB  interfaces  to  the  AMEX  master  files 
for  definition  of  the  traded  securities  and  the  traders 


"OLTP  monitors  and  reliable  message  systems 
are  the  technologies  making  the  Virtual 
Enterprise  a  reality. " 


themselves.  Additionally,  the  AODB  provides  an  inter- 
face to  the  AMEX  order  processing  system  for  receiv- 
ing orders  and  status  requests,  returning  trade  reports. 
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execution  reports  and  status. 

Several  international  exchanges  have  followed  suit  by 
installing  OM  Systems  International's  reliable  messag- 
ing-based  products.  These  include  OM  Stockholm  in 
Sweden,  the  OMLX  exchange  in  the  United  Kingdom, 
the  Austrian  Derivatives  Market  (OTOB),  the  Hong 
Kong  Futures  Exchange  (HKFE),  and  CED  Borsa  — 
the  technology  arm  of  the  Milano  Stock  Exchange. 
Tliese  organizations  are  leveraging  the  power  of  RTR, 
together  with  OM  Systems  International,  to  avoid  the 
horrendous  costs  and  risks  associated  with  computer 
downtime  within  the  industry. 

Another  successful  example  of  this  technology  can 
be  seen  at  Credit  Suisse.  Credit  Suisse  is  a  group  com- 
pany of  CS  Holding  -  one  of  the  world's  leading  finan- 
cial service  organizations  -  operating  from  500  offices 
worldwide  and  employing  more  than  50,000  people. 
Credit  Suisse  is  running  its  foreign  exchange  trade  op- 
erations using  RTR  and  Digital's  OpenVMS  Operating 
System.  The  company  has  also  implemented  Rolfe  & 
Nolan's  Lighthouse,  an  RTR-based  software  package 
using  Digital  UNIX,  for  trading  and  risk  management 
in  their  head  office  treasury  operations.  Tliey  plan  to 
extend  this  to  major  locations  worldwide. 

Credit  Suisse  customers  expect  continuous,  inte- 
grated, reliable  global  investment  banking  services  on 
a  24-hour  per  day  basis.  Digital's  RTR  technology,  with 
its  transparent  failover  and  recovery  for  network  links, 
ensures  "once  and  once  only"  distributed  transaction 
processing.  According  to  officials  at  Credit  Suisse,  the 
technology  provided  by  Digital  Equipment  Corporation 


allows  them  to  guarantee  data  integrity  —  and  integrity  i 
what  business  is  all  about. 

Tlie  need  for  reliable,  distributed  business  transaction 
is  by  no  means  confined  to  the  financial  community, 
affects  all  of  us  in  our  everyday  lives.  Consider  that  it  i 
now  common  to  drive  into  a  gas  station,  fill  up,  pay  wit 
a  credit  or  debit  .card,  and  drive  off  again  without  eve 
interacting  with  an  attendant.  Another  everyday  ele( 
tronic  transaction  is  the  ATM  card,  which  has  revolutio: 
ized  the  nature  of  personal  banking  transactions. 

Reliable  transaction  middleware  provides  key  benefi 
for  organizations.  These  products  can  provide  a  frami 
work  for  inter-  and  intra-company  applications  —  partic dj,. 
larly  those  which  must  incorporate  both  industri£  'j^ 
strength  security  and  reliable  messaging  across  corr  t 
pany  boundaries.  By  implementing  reliable  entei"pris  b; 
messaging  solutions,  it  is  proven  that  businesses  ca  itf 
avoid  the  costs  and  risks  of  downtime  or  lost  data  in  di#' 
tributed  environments. 

Using  middleware  technologies  as  the  framework  fo 
the  Virtual  Enterprise  saves  organizations  both  time  am 
money.  It  ensures  a  flexible  environment  for  futur 
growth.  Reliable  messaging  middleware  reduces  devel  ^ 
opment  costs  by  freeing  system  designers  from  focus  iti 
ing  on  network  infrastructure  complexities,  to  focus  ir  ai 
stead  on  business  application  requirements.  What  i  ipe 
most  important,  however,  is  the  ability  to  gain  compet: 
five  advantage  by  providing  superior  service  levels  t( 
their  customers.  OLTP  monitors  and  reliable  messagi 
systems  are  the  technologies  making  the  Virtual  Enter 
prise  a  reality. 
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For  more  information  on  Electronic  Commerce  or  any  of  the  companies  mentioned  herein,  please  return  tht 
following  information  to  The  Standish  Group  International  via  FAX  at  508-385-7522. 
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Company  Name: 
Name: 
Address: 
City,  vState,  Zip: 
Telephone: 
FAX: 

E-Mail  Address: 
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UniKix 

UniKix  Technologies 
1-800-765-2826 
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Novell 

Novell,  Inc. 
1-800-246-4954 


All  company  names  and  products  mentioned  herein  are  registered  trademarks  of  their  respective  companies. 

James  H.  Johnson,  founder  and  Chairman  of  The  Standish  Group  International.  Inc. 

The  Standish  Group  International,  Inc.  conducts  market  and  technology  research  for  users  and 
vendors  in  the  mission-critical  OLTP  (On-Line  Transaction  Processing)  and  open  client/server 
systems  marketplace,  with  a  distinct  focus  on  electronic  commerce.  The  company's  research  dro 
upon  extensive  real  world  industry  experience  and  years  of  proven  market  research  and  consultt 
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HE  NEW  ECONOMIC  ORDER 

ail  HOLD  DOWN  INTEREST  RATES 


U.S.  ECONOMY 


ARE  BOND  YIELDS 
SET  TO  BREAK  6%? 


YIELD  ON  30-YEAR 
TREASURY  BONDS 


This  time  last  yeai;  a  business 
WEEK  survey  of  50  economists 
jected  that  the  benchmark  30-year  Treasury  bond 
ild  be  yielding  7.9%  nght  now.  Not  even  close.  At 
lut  6.25%,  the  yield  stands  at  a  21-month  low,  and 
n  all  signs,  it's  on  the  verge  of  dropping  through  6%. 
?hful  thinking?  Hardly. 

.Tie  yield  on  30-year  Treasuries  last  fell  below  6%  in 
,ober,  1993,  when  it  hit  5.83%-,  the  lowest  since  30- 
ir  bonds  were  issued  in  1977.  But  it  didn't  stay 
re  long.  The  plunge  was  lai'gely  a  market  overreac- 

1  to  President  Clinton's  budget-cutting  efforts. 
Phis  time  could  be  different.  The  bond  market  is 
ogTiizing  that  the  economy  is  undergoing  important 
uctural  change.  The  U.  S.  is  moving  into  a  climate  of 
;al  responsibility,  watchful  monetaiy  policy,  and  a 
npetitive  corporate  sector — a  combination  that  will 
ter  sustained  low  inflation  and  interest  rates. 

Recent  trends  only  reinfoi'ce 
those  perceptions.  Fourth- 
quarter  economic  growth  is 
slowing,  perhaps  a  lot,  after 
last  quaitei-'s  4.2%-  spurt.  Infla- 
tion is  already  below  1995 
forecasts,  and  because  produc- 
tivity gains  are  restraining 
unit  labor  costs,  it  may  best 
1996  projections  of  about  3% 
as  well.  Dramatic  improve- 
ment in  the  U.  S.-Japan  trade 
lance  has  brightened  the  outlook  for  the  dollar.  And 

2  Federal  Reserve  seems  Hkely  to  cut  rates  in  the 
ike  of  a  budget  deal. 

Sub-6%  rates  will  be  a  vitamin-B  shot  to  tliis  expan- 
m  (chart).  Cheaper  borrowing  costs  will  help  pro- 
ig  the  capital-spending  boom,  give  housing  a  second 
nd,  and  let  homeowners  refinance  and  improve  their 
sh  flow.  The  rule  of  thumb  is  that  a  one-percentage- 
'int  drop  in  interest  rates  adds  $100  billion  to  gross 
mestic  product  over  two  years. 

BUDGET  DEAL  with  credible  deficit  cuts  is  the  last 
ece  in  the  sub-6%  scenario,  but  it's  a  ways  off.  Con- 
•ess  and  the  White  House  have  put  aside  their  bicker- 
g,  reopened  the  government,  and  appear  ready  for 
me  serious  haggling  that  could  bring  results  by  Dec. 
>,  when  the  new  temporary  fimding  measiu'e  expires. 
ie  Air  Force  One  fiasco,  however,  illustrates  how  dif- 
;ult  and  partisan  the  negotiations  will  be. 
Some  progress  is  visible.  Tax  cuts  are  on  the  table. 


NOV.  4,  '94  NOV.  17,  '95 
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BUILDERS  ARE 
LESS  UPBEAT 


55  _  HOUSING  MARKET  - 
INDEX 

50  ■ 
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APERCtNl  REPORUNG  IMPROVEMENT 
OATA  NATIONAL  ASSOCIATION  Of  HOME  BUILDERS 


The  White  House  seems  amenable  to  balancing  the 
budget  in  7  years  instead  of  10,  and  Congress  seems 
willing  to  give  a  bit  on  its  economic  assumptions  that 
project  GDP  growth  of  2.3%  through  2002,  vs.  the  Ad- 
ministration's 2.5%.  The  deficit  impact  of  that  small 
difference  compounds  over  time.  Moving  the  forecast  to- 
ward the  White  House  numbers  will  require  smaller 
spending  cuts  to  achieve  balance. 

Another  area  for  compro- 
mise could  be  the  widely  ac- 
cepted overstatement  of  the 
consumer  price  index,  which 
is  used  to  adjust  the  cost-of- 
living  increases  in  entitle- 
ments, including  Social  Seciu*- 
ity  and  Medicare.  The  White 
House  and  Congress  might 
well  agree  to  a  lower  cost-of- 
Hving  adjustment  as  a  way  of 
achieving  real  spending  cuts 
in  these  politically  sensitive  areas. 

Meanwhile,  vdth  no  official  increase  in  the  debt  lim- 
it, the  Treasury  Dept.  will  have  to  continue  its  un- 
precedented financial  patchwork  to  avoid  a  default. 
Treasury's  strategy  of  temporarily  converting  certain 
forms  of  government  debt  into  cash  (which  effectively 
raises  the  debt  limit  and  allows  new  boiTowing)  has  in- 
definitely removed  the  default  threat. 

IF  NOT  FOR  THE  UNCERTAINTY  surrounding  the 

budget  follies,  the  economy's  sluggishness  might  have 
already  brought  the  30-year  yield  to  less  than  6%. 
The  government  shutdown  has  delayed  some  monthly 
data  along  with  the  Commerce  Dept.'s  unveiling  of 
the  new  chain-weighted  GDP,  but  data  compiled  by 
private  sources  show  that  gi'owth  is  flagging. 

The  latest  assessment  of  homebuilders,  for  instance, 
looks  weak.  The  National  Association  of  Home  Bmldere' 
Housing  Market  index,  a  composite  appraisal  of  cuirent 
demand,  buyer  traffic,  and  sales  expectations,  feU  sharp- 
ly in  November  (chart).  In  fact,  the  monthly  drop  was 
the  largest  in  10  years. 

Even  though  mortgage  rates  are  at  their  lowest  lev- 
els of  the  year,  the  nahb  said  that  softer  cun-ent  de- 
mand accounted  for  most  of  the  weakness  in  the  No- 
vember index.  October  housing-start  fignires,  originally 
scheduled  for  release  on  Nov.  17,  ai-e  delayed  until 
Nov.  28,  but  both  home  buying  and  building  appear  to 
be  easing  back  fr-om  their  vigorous  third-quarter  pace. 

The  economy's  softer  tone  wiW  make  it  easier  for 
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the  Fed  to  justify  a  widely  expected  cut  in  short-teiTti 
interest  rates  after  Washington  finaUzes  its  budget 
package.  Although  some  Fed  members  have  publicly 
embraced  the  notion  of  easing  policy  in  the  face  of 
credible  deficit-cutting,  others  remain  adamant  in  their 
opposition  to  a  monetary  quid  pro  quo. 

However,  ft-om  the  recently  released  minutes  of  its 
Sept.  26  policy  meeting,  the  Fed  appears  to  be  giving 
more  attention  to  the  economy's  downside  risks  than 
the  minutes  from  Aug.  22  indicated.  One  can  only  con- 
clude that,  in  the  face  of  increasing  signs  of  sluggish- 
ness in  the  economy,  sentiment  within  the  Fed  for  a 
rate  cut  probably  increased  further  at  the  Nov.  15 
meeting.  Grounds  for  a  rate  cut  may  well  be  develop- 
ing, irrespective  of  tlie  federal  budget  outcome. 

ANOTHER,  AT  LEAST  PERIPHERAL,  factor  in  the 

thinking  in  both  the  bond  market  and  Fed  policy  is  the 
dollar's  recent  fimiing,  especially  vs.  the  Japanese  yen. 
A  stronger  dollar  increases  the  attractiveness  of  U.  S. 
bonds,  and  it  gives  the  Fed  moi'e  international  leeway 
to  cut  rates.  The  dollar  now  seems  entrenched  above 
100  yen,  trading  as  high  as  102  recently. 

A  key  I'eason  is  the  shiinking  in  Japan's  trade  sur- 
plus, especially  with  the  U.  S.  The  pace  of  imports 
coming  into  Japan  is  significantly  outstripping  the  rise 
of  exports.  That  trend  will  continue  in  the  months  to 
come,  as  Japanese  companies  shift  production  offshore, 


GERMANY 


A  TURN  IN 
U.S.-JAPAN  TRADE 


and  as  Japanese  exporters  continue  to  suffer  from  tl 
yen's  strength  compared  to  its  level  in  recent  years. 

In  October,  Japan's  trade  surplus  with  the  U.! 
plunged  44.2%  from  a  year  ago,  to  $2.7  billion,  tf, 
lowest  level  in  five  years,  according  to  data  fro: 
Japan's  Finance  Ministry.  Moreover,  after  seasonal  ay 
justment  by  business  week,  the  drop  during  19i 
looks  exceptionally  steep  (chart) 

Autos  account  for  a  big 
chunk  of  Japan's  trade  adjust- 
ment with  the  U.  S.  In  Octo- 
ber, auto  imports  from  the 
U.  S.,  totaling  13,658  vehicles, 
soai'ed  67.3%  from  a  year  ago. 
Many  of  those  came  from  Jap- 
anese plants  in  the  U.  S.,  but 
5,284  came  from  the  Big 
Tliree,  66.8%  over  a  year  ago. 

The  fiiTner  dollar,  noninfla- 
tionaiy  gi'owth,  and  a  new  at- 
titude toward  deficit-cutting  all  represent  structur 
changes  in  the  U.  S.  economy.  As  the  angst  of  coiporal 
restructuring  and  the  battles  in  Washington  sho"\ 
these  changes  do  not  come  easily.  But  they  do  add  v 
to  one  important  benefit  for  the  future:  lower  lonj 
term  interest  rates.  To  reach  that  goal,  though,  it  m£ 
be  best  if  the  President  and  Congi'essional  leaders 
longer  ride  in  the  same  airplane. 


JAN.  '94  OCT,  '95 

ABILLIONS  OF  DOLLARS  SEASONALLY 
ADJUSTED  BY  BUSINESSWEEK 
DATA:  MINISTRY  OF  FINANCE,  DRI/McGRAW-HILL,  I 


GROWTH  IS  DRAGGING  ITS  FEET 


110  • 


Germany's  economy  is  weaken- 
ing again,  raising  the  odds  for 
a  significant  cut  in  interest  rates 
and  muddying  the  outlook  for  fis- 
cal policy. 

On  Nov.  14,  the  Council  of  Eco- 
nomic Experts — the 
"Five  Wise  Men" — re- 
vised their  forecast  for 
real  gross  domestic 
product  growth  to  1^% 
to  2%-  for  1995  and 
1996.  The  new  1995 
rate  was  one  percent 
less  than  earlier  pro- 
jections. The  strong- 
mark  and  rising  real 
wage  costs — up  more 
than  2%  from  a  year  ago — were 
the  reasons  for  lower  gi-owth. 

Certainly,  the  monthly  data 
show  signs  of  softness  in  Germa- 
ny. Industrial  production  in  Sep- 
tember was  down  2.9%  from  a 


BUSINESS  OPTIMISM 
SINKS  IN  GERMANY 


IJCT  '95 

AINDEX  1985=100 
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year  ago.  Business  confidence  is 
eroding.  The  IFO  Institute's  busi- 
ness index  fell  to  94.5  in  October, 
the  fifth  decline  in  a  row  (chart). 
The  constiTJction  industry  was 
particularly  downbeat,  because 

homebuilding  vrill  suf- 
fer after  government 
mortgage  subsidies 
expire  next  year. 
Also,  the  jobless  rate 
inched  up  to  9.6%  in 
October,  from  9.5%)  in 
September.  It's  now 
the  highest  in  more 
than  a  year. 

Inflation  continues 
its  downtrend.  Con- 
sumer prices  fell  in  October  and 
are  up  only  1.8%  from  a  year  ear- 
lier. The  Bundesbank's  key  infla- 
tion gauge,  the  M3  money  supply, 
rose  at  an  annual  rate  of  just 
1.6%  in  the  first  nine  months  of 


1995.  Indeed,  in  its  monthly  eco- 
nomic report,  even  the  hawkish 
Buba  admitted  that  German  infla- 
tion was  "very  moderate."  On 
Nov.  15,  the  central  bank  let  the 
securities-repurchase  rate  sHp  be- 
low 4%  for  the  fii'st  time  in  more 
than  seven  years.  Analysts  expect 
a  cut  in  the  discount  rate,  now  at 
3.5%,  by  eariy  1996. 

The  weakening  in  economic 
growth,  however,  means  that  the 
government  has  had  to  recast  its 
budget  projections  for  1996.  As  it 
stands,  the  budget  vrill  slip  just 
under  the  goal  of  3%  of  gross  do- 
mestic product  set  by  the  Maas- 
tricht Tr-eaty.  But  slow  growth 
may  lower  revenues  even  farther, 
especially  proceeds  expected  from 
privatization.  If  so,  fiscal  plans 
will  have  to  remain  rigid  in  1996, 
even  as  monetary  policy  turns 
more  accommodative. 
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"Now  that  I've  figured  out  what  we  need  for  our  network. 
I  could  use  a  hand  starting  it  up. " 


IBM  Solution  #27645 -H 


a.k.a.  "PC  Server  Startup' 


rhere's  a  lot  more  to  getting  a  PC 
letwork  up  and  running  than  just 
hrowing  it  into  "Drive"  and  taking 
3ff.  So,  to  get  you  througtn  tliat  make-or- 
jreak  period -ttiose  first  90  days-IBIVI 
echinical  experts  are  at  your  beck  and 
:all.  Offering  you  24-tiour  toll-free 
support-'  Helping  you  witti  installation 


'  Toll-lree,  7-day.  24-hour  support 

■  Supports  OS/2 'LAN  Server 
Banyan  "  Vines." 

Novell' NetWare:  SCO' 
UNIX'  ana  Windows  NT" 

■  Part  ol  IBM  HelpWare- 


•  IBM  and  non-IBM 
components  and  adapters 
including  3Com.' 
Madge"  SMC.'  BusLogic." 
Digt'"  International 
and  Tttomas-Conrad' 
•  Fax  ID  i  16125 


For  info,  orders  or  a  dealer  near  you,  call  1  800  426-7161.' 
Or  visit  our  web  site:  www.pc.ibm. com/server/ 


and  configuration  problems.  Even 
many  of  those  stemming  from  other 
vendors'  network  operating  systems 
and  network  adapters.  And  you  should 
feel  secure  knowing  you're  backed  by  I 
IBM's  3-year  warranty.'  PC  Serverl 
Startup.  One  more  reason  there  is  aj 


During  wairanly  pcnod  'Copies  ol  IBM's  Slatemenl  ol  Umiled  Warranly  are  available  by  calling  I  800  772-222/  'M-F,  8am-8pm  EST  In  Canada,  call  1  800  465-7999  IBM,  OS/2  and  HelpWare  are  registered  Kademaiks  and 
There  IS  a  dillerence'  is  a  Irademafk  ol  Inlernalional  Business  Machines  Corooralion  All  olher  comoanv  anil/ni  nrndnci  names  are  irademarks  nr  remsrerert  irademarks  ni  ihur  rpsnpmup  rnmnanips  (ciioqs  iRy  Cnmnratmn 


News:  Analysis  &  Commentary 


THE  BUDGET 


TALKING 
TURKEY 

What  a  budget  deal  might  look  like 


"  'I 


set 


fill 


The  Bosnians  and  the  Serbs  ha\ 
done  it.  So  have  the  Israehs  an  \\ 
Palestinians.  Now,  finally,  Whii  t 
House  and  congressional  bu( 
geteers  are  about  to  put  aside  the 
personal  invective  and  sit  to  down  1 1Hi 
work  out  a  deal  of  their  own.  Soon  a 
ter  Thanksgiving,  they'll  begin  tall 
aimed  at  slashing  the  deficit  by  2002- 
and  dramatically  downsizing  the  fe(  ure 
eral  government. 

Certainly,  broad  political  and  phil 
sophical  differences  still  stand  in  tl4ai 
way  of  a  settlement.  "This  job  is  n( 
done,"  says  House  Speaker  Newt  Ginj 
rich  (R-Ga.),  "We've  just  taken  a  coup 
of  steps  dov\Ti  the  road."  But  both  sid( 
took  a  fii'st  stride  on  Nov.  19.  In  tl 
face  of  voter  fury  at  the  six-day  go^ 
emment  shutdown,  Republicans  backe 
away  from  their  no-compromise  pos 
tion.  And  President  Clinton  accepte 
the  GOP  goal  of  a  seven-year  balance  jpi 
budget.  The  deal  was  vaporous,  but 
reopened  the  government  and  set  th 
stage  for  serious  negotiations.  "Soom  pf 
or  later,  they  had  to  stop  the  food  fight 
says  Martha  Phillips,  executive  direi 
tor  of  the  Concord  Coalition,  a  balancec 
budget  advocacy  group. 

To  reach  a  mega-agreement 
Christmas,  both  Clinton  and  Capitol  Hi 
will  have  to  swallow  hard.  The  GOP  wi 
have  to  scale  back  its  cherished  tax  cut 
and  cough  up  more  dollars  for  some  ( 
Clinton's  priorities,  such  as  educatio 
and  envii'onmental  protection.  The  Prei 
ident,  for  his  part,  already  has  cede 
much  of  the  battleground,  having  pn 
posed  a  middle-class  tax  cut,  backed  e 
forts  to  slow  Medicare  gi'owth,  and  ei 
dorsed  welfare  reform.  Now,  he  wi 
have  to  accept  even  gi'eater  Medicar 
savings  as  well  as  the  seven-yea 
timetable.  "We  all  want  it  our  way  ^ 
says  Representativ 
Bar-bara  B.  Kennell 
(D-Conn.),  "What  w 
have  to  understan 
is  it  can't  be  all  ou 
way." 

Coi-porate  execi: 
fives,  who  had  bee 
fuming  at  the  displal., 
of  petulance  on  th 
Potomac,  are  cat 
tiously  optimisti 
that  Washington  wi 
spending  finally  cut  the  defici 

That,  they  hop( 
will  reduce  interes 
rates,  spur  invest 
ment,  and  kick  th 
economy  into  over 
drive.  "America 
companies  will  thin 


SEVEN-YEAR 
SOLUTION 

Clinton 
may  have  to 
accept  major 
savings  in 
future 
Medicare 
ling 
and  a  shorter 
balanced- 
budget 
timetable 
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t  I  is  a  good  first  step,"  says  Daniel  J. 
(j  It'iy,  executive  vice-president  of  man- 
V  turer  Carts  of  Colorado  Inc. 

'.lit  any  deal  between  Clinton,  Ging- 
'  I,  Senate  Majority  Leader  Bob  Dole, 
i  louse  Budget  Committee  ChaiiTnan 

n  K.  Kasich  (R-Ohio)  still  wOl  have  to 

;c  it  through  Congress.  In  the  Senate, 

iizen  moderate  Repubhcans  hold  the 

iiii-e  of  power  In  the  House,  it  rests 

h  50  to  75  conserv- 

e  Democrats,  who 

jady  have  proposed 

even-year  balanced 

Iget  that  calls  for 

modest    hit  on 

dicare  and  no  tax 

s  at  all. 

These  centrists  will 

a  powerful  spui'  for 

,h  Clinton  and  Hill 

'  leaders  to  find  a 

npromise.  If  that's 

;  enough,  the  conse- 

jnces  of  failure  loom 

ge.  For  now,  finan- 

I  markets  seem  con- 
[  snt  that  a  deal  can 
struck.  But 

onard  Miller,  ceo  of 

arida  homebuilder 

nnar  Corp.,  warns 
lit  gridlock  would 
s  sh  up  interest  rates 

d  be  a  huge  "nega- 

e"  on  the  economy 

.wmakers  would  be 
ting  ducks.  "This  absolute- 
has  to  get  done,  or  eveiy- 
dy's  political  fortunes  are 

deep  trouble,"  says  R. 
•uce  Josten,  senior  vice- 
esident  of  the  U.  S.  Cham- 
r  of  Commerce. 
IRTHER  SHRINKAGE.  Before 
y  agreement  is  reached — 
obably  around  Christmas — 
Armal^ers  are  in  for  a  month 

white-hot  budget  talks. 

"The  size  of  the  tax  cut 
ill  drive  the  whole  deal," 
,ys  one  top  White  House 
ie.  House  Republicans  first 
anted  to  cut  taxes  by  $350 
llion  over  seven  years, 
lat  has  been  scaled  back  to 
145  billion.  And  business  ex- 
!utives  say  they'd  be  willing  to  see 
1  even  smaller  tax  cut.  Richard  L. 
homas,  chairman  of  First  Chicago 
Grp.,  says  he'd  favor  a  further  roll- 
ick of  the  tax  package — "but  only  if 
e  have  some  meaningful  surgery  on 
)ending."  Gingrich  is  hinting  that  the 
ickage  indeed  will  shrink  some  more. 

Clinton  and  Congi-ess  have  both  en- 


dorsed a  $500-per-child  tax  cut.  The 
Pi'esident  would  go  along  with  a  capital- 
gains  tax  cut  as  well.  But  both  may 
have  to  be  trimmed  back,  and  the  capi- 
tal-gains proposal  may  no  longer  be 
retroactive  to  last  January.  Repubhcans 
would  also  have  to  drop  their  attempt 
to  slash  a  tax  credit  for  the  working 
poor  The  White  House  says  it  might 
tighten  up  the  fraud-ridden  program, 

GOING  SLOWER 

Kasich,  Dole,  and 
Gingrich  may  have 
to  scale  back  their 
tax  cut  and  find 
more  bucks  for 
education  and 
the  environment 


FISCAL  FLASH  POINTS 

TAXES  Congress  wants  a  $245 
billion  tax  cut  over  seven  years; 
Clinton  backs  a  $100  billion 
version.  Clinton  will  accept  a 
reduction  in  capital-gains  taxes, 
and  Republicans  will  back  off  a 
plan  to  curb  a  tax  credit  for  the 
working  poor.  Both  sides  favor  a 
tax  credit  for  children.  Look  for 
an  overall  cut  of  $175  billion. 

MEDICARE  Over  seven  years,  Republicans  would  slow 
Medicare  growth  by  $270  billion,  mostly  by  raising  pre- 
miums. Clinton  would  trim  the  program  by  $120  billion, 
but  refuses  to  raise  beneficiary  costs.  Expect  some  mod- 
est premium  hikes  and  budget  savings  of  $175  billion 
to  $200  billion. 

CORPORATE  WELFARE  Except  for  farm  programs,  Con- 
gress has  barely  touched  corporate-tax  and  -spending 
subsidies.  Clinton  will  demand  deeper  cuts  in  tax  breaks 
and  direct  payments  to  business.  Best  bet:  More  sales  of 
the  broadcast  spectrum  and  a  $40  billion  cut  in  tax 
goodies  for  business. 

SAFETY  NET  Congress  would  end  entitlements  to  wel- 
fare, food  stamps,  and  Medicaid.  Clinton  wavers  on  wel- 
fare but  opposes  sending  Medicaid  and  food  stamps  to 
the  states.  A  final  seven-year  deal  could  preserve  the  fed- 
eral role  but  cap  spending.  Total  savings:  $150  billion. 


but  that's  it.  In  all,  a  tax  cut  could  well 
be  scaled  back  to  .$175  billion. 

Medicare  is  where  Clinton  will  have 
to  show  some  flexibility.  He  has  pro- 
posed saving  $124  billion  through  2002 
by  cutting  payments  to  doctors  and 
hospitals,  while  the  gop  would  shave 
the  program's  growth  by  more  than 
$270  billion,  in  part  by  raising  premi- 


ums on  the  elderly.  For  now,  Clinton 
aides  say  he'll  never  support  fee  in- 
creases. One  possible  compromise:  Pre- 
miums now  are  about  31%  of  the  pro- 
gram costs,  but  they're  scheduled  to 
fall  to  25%.  Canceling  that  rollback 
would  cut  the  deficit  by  an  additional 
$.50  billion. 

Repubhcans,  meanwhile,  want  to  end 
the  federal  entitlement  to  Medicaid.  The 
White  House  will  accept  some  cuts  to 
this  health-care  program  for  the  poor, 
but  it's  demanchng  that  Medicaid  remain 
a  national  program.  Lawmakers  may 
keep  the  entitlement  but  cap  futui'e  costs. 
ASSUMED  SAVINGS.  Compromising  on 
economic  assumptions  could  reduce  the 
need  for  deeper  spending  cuts  by  $200 
billion  or  more  through  2002.  There 
are  two  big  issues:  The  first  is  how 
fast  the  economy  will  grow  during  the 
next  several  years;  the  second  is  what 
to  do  about  inflation  adjustments  for 
taxes  and  Social  Security. 

If  the  pols  assume  that  the 
economy  will  gi*ow  a  bit  faster 
than  Congress  has  figured, 
they  could  "save"  up  to  $60 
bilhon  over  seven  yeai's.  Many 
Republicans,  who  see  budget- 
cutting  as  a  means  to  slash 
government  progi'ams,  will  re- 
sist the  change,  but  some  re- 
vision in  the  forecast  is  likely. 

Fiddling  with  the  inflation 
adjustment  is  trickier.  Reduc- 
ing cost-of-living  increases  and 
tax  indexing  by  a  mere  0.5% 
would  narrow  the  deficit  by 
more  than  $33  billion  in  2002 
alone.  But  that  would  mean 
trimming  Social  Security  bene- 
fit hikes.  And  because  personal 
exemptions  and  the  standard 
deduction  automatically  in- 
crease with  inflation,  reducing 
the  hike  also  would  amount  to 
a  tax  increase.  Curbing  index- 
ing would  wipe  out  25%  of  the 
GOP's  tax  cut  for  2002. 

There's  no  easy  way  to  get 
a  balanced-budget  deal  by 
yearend.  But  budgeteers,  nor- 
mally a  pessimistic  lot,  are 
confident  that  an  accord  can 
be  reached.  As  with  any  long- 
term  fiscal  blueprint,  actual 
may  prove  elusive  for  the 
of  the  Grand  Compromise  of 
'95.  But  the  budget  now  taking  shape 
promises  to  get  Washington  closer  to 
fiscal  sanity  than  it  has  been  for  years. 

By  Howard  Gleckman  in  Washing- 
ton, with  Gail  DeGeorge,  in  Miami, 
Sandra  Dallas  in  Denver,  and  bureau 
reports 


balance 
drafters 
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POLITICS 


RUNNING  MEDISCARED' 
IN  FLORIDA 

Spooked  seniors  could  desert  the  GOP  in  '9 


House  Republican  revolutionaries 
who  think  their  balanced-budget  ac- 
cord will  quell  gi'assroots  hostility 
should  visit  the  Beardall  Senior  Center 
in  Orlando.  "I  think  it's  sick  what 
they're  doing,"  snaps  Alleen  Towns.  The 
retiree,  a  Democrat,  voted  last  year  for 
her  Republican  congressman.  Bill 
McCollum.  "I  won't  do  that  again,"  she 
vows.  Neither  will  Betty  Campbell  of 
Orlando,  a  Republican  and  longtime 
McCollum  backer.  "I  don't  Hke  what 
Newt's  trying  to  do  at  all,"  she  fumes. 

Just  a  few  miles  away,  in  the  land  of 
Mickey  Mouse  and  Grumpy,  Gor  dele- 
gates gathered  on  Nov.  18  for  a  much 
ballyhooed  Presidential  straw  poll.  Sen- 
ate Majority  Leader  Bob  Dole  (R-Kan.) 
won  unimpressively  with  of  the 
tally,  beating  Senator  Phil  Gramm  (R- 
Tex.)  and  former  Education  Secretary 
Lamar  Alexander.  "A  year  from  now," 
Dole  crowed,  "we  will  defeat  President 
Clinton,  and  we  will  install  in  his  place 


a  conservative  Repubhcan  President." 

But  come  next  November,  when  the 
ballot  boxes  open  for  real,  the  results 
may  not  be  so  comforting,  gop  budget- 
slashing  rhetoric  has  fueled  fear  in 
Florida's  retirement  communities  and 
nursing  homes.  Elderly  voters  worry 
that  Republicans  will  overhaul  Medi- 
care and  Medicaid  just  so  they  can  pass 
along  a  tax  cut  to  the  rich.  "Oiu*  eventu- 
al nominee  has  an  enormous  challenge  in 
dealing  with  that  issue,"  concedes  Flor- 
ida GOP  Chairman  Tom  Slade.  "The  facts 
are  on  our  side,  but  we're  getting  the 
stew  beat  out  of  us  on  the  emotion." 

Florida  is  key  to  the  gop's  strategy  to 
win  back  the  White  House  and  retain 
control  of  the  House  of  Representatives. 
The  Sunshine  State  has  voted  Republi- 
can in  10  of  the  past  12  Presidential 
elections,  and  15  of  its  23  House  mem- 
bers are  Republicans.  But  the  state  also 
is  home  to  the  highest  concentration  of 
seniors  in  the  nation — 18%  of  its  popula- 


STRAW  POLL:  Despite  the  hoopla, 
resentment  against  the  GOP  simmer 


tion.  And  while  Florida's  elderly  votei 
are  relatively  evenly  divided  betwee 
the  parties,  Democratic  strategists  ai 
targeting  the  state  in  an  attempt  t 
heighten  elderly  angst. 

The  Democrats'  propaganda  offei 
sive — dubbed  "MediScare"  by  Republ  i" 
cans — seems  to  be  resonating.  "It's  vei 
important  to  balance  the  budget,  but 
should  be  done  with  a  thought  to  fai 
ness,"  says  retired  teacher  Mercedes  H 
Fox  of  Lakeland.  She  feai-s  seniors  cou]  ^''^ 
pay  the  price  for  tax  cuts:  "They're  nc 
reforming  Medicare,  they're  trying  t 
destroy  it."  Retired  Ah"  Force  Colom 
Jim  Coward,  a  Repubhcan  and  onetim 
supporter  of  the  House  gop's  Contrac 
With  America,  worries  that  his  healtl 
care  and  military-retirement  benefit 
will  be  scaled  back.  "The  more  New 
Gingrich  mouths  off,"  he  says,  "the  les 
enchanted  I  am." 

SHARED  SACRIFICE?  There  are  plent 
more  disenchanted:  In  a  BUSINES 
WEEK/Hai-ris  Poll,  43%  of  respondent 
aged  50  and  older  said  Gingrich  wa 
doing  a  "poor"  job — double  the  rate  ( 
younger  people.  Republican  analysts  ii 
sist  such  animosity  will  fade  when  th 
GOP  campaign  machine  roars  into  hig 
gear  next  year.  "We've  got  to  wage  th: 
[battle]  over  the  importance  of  balancin 
the  budget  for  our  children  and  ou 
grandchildren,"  says  Dole  campaig 
strategist  William  Lacy.  "When  that 
done,  it  vrill  end  up  a  huge  political  pli; 
for  the  Repubhcan  Party." 

(MP  strategists  hope  President  Cltnto 
will  help  defuse  the  incipient  revolt  b 
agi-eeing  to  less  radical  changes  in  Mec 
icare.  If  not,  the  party  must  convinc 
elderly  voters  that  theirs  is  a  share 
sacrifice.  Dory  Olsen  of  Key  Biscayn 
is  ready  to  do  her  part.  "It  has  to  b 
done,"  the  Repubhcan  retiree  says.  Bi 
former  Colonel  Coward  is  so  upset  aboi 
the  GOP  tax  cuts  that  he  says  he  ma 
vote  Democratic  in  '96.  A  few  more  hk 
him,  and  Florida  could  send  the  GOP 
Presidential  hopeful  into  retirement. 

By  Richard  S.  Dunham  in  Orland< 
with  Bob  Andelman  in  Clearwater,  FU 
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SENIOR  PRIORITIES 

Do  you  agree  or  disagree 
thai  the  federal  government 
should  guarantee... 


A  Social  Security  pension?      Som  e  level  of  health  care?       Nursing-ho  me  care? 

. . .  .59%     AGREE  STRONGLY  49% 


AGREE  STRONGLY  75% 

AGREE  SOMEWHAT  16% 

DISAGREE  SOMEWHAT   5% 

DISAGREE  STRONGLY  3% 


AGREE  STRONGLY  . . . . 
AGREE  SOMEWHAT  . . . 
DISAGREE  SOMEWHAT 
DISAGREE  STRONGLY  . 


.23%     AGREE  SOMEWHAT   29% 

.11%     DISAGREE  SOMEWHAT  14% 

..6%     DISAGREE  STRONGLY   8% 


NOT  SURE/REFUSED  1%    NOT  SURE/REFUSED  1%     NOT  SURE/REFUSED  0% 

342  respondents  aged  SO  and  over  included  In  a  survey  of  1,007  adults  conducted  Nov.  2-6,  1995,  for  BUSINESS  WEEK  by  Louis  Harris  &  Associates  Inc. 
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COMMENTARY 


By  Paul  Magnusson 


NAH.  BILL  WHY  DONT  YOU  SEE  ACE  YCimilU 


H 


Iollywood  loves  happy  endings, 
right?  Maybe  that's  why  The 
American  President  ends  so 
abruptly.  In  the  hit  movie,  the  cred- 
its roll  just  as  President  Andy  Shep- 
herd (Michael  Douglas)  wins  back 
his  leftist-lobbyist  girlfriend  (An- 
nette Bening). 

All  Shepherd  has  to  do  to  get  her 
back  is  introduce  a  bill  to  outlaw  all 
assault  weapons  and  to  support  legis- 
lation that  would  stop  global  waiTn- 
iiig  by  cripphng  the  Amer- 
ican automobile  industry. 
The  music  swells  as  the 
President  heads  out  the 
door  to  begin  his  reelec- 
tion campaign.  The  mes- 
sage: Politics  is  pretty 
simple,  actually.  Just  hold 
dear  to  your  principles,  do 
what's  right,  and  the 
American  people  will  re- 
ward you.  You'll  even  get 
the  girl. 

This  is  one  charming 
iove  story.  But  don't  go 
tiying  to  make  a  political 
primer  out  of  it.  If  the 
movie  had  run  10  minutes 
longer,  vengeftil  voters  in 
Texas  and  Detroit  would 
have  set  fire  to  the  Presi- 
dent's campaign  head- 
quarters, Congress  would 
have  buried  both  bills, 
and  the  lobbyist  girlfriend 
would  have  gone  to  work 
for  the  Poisonous  Sludge 
Manufacturers  Assn.  for 
a  seven-figure  contract. 

Nor  should  President  Clinton  pay 
too  much  attention.  Hollywood  evi- 
dently fears  that  CUnton  has  been 
playing  against  type  lately,  abandon- 
ing his  hberahsm,  negotiating  spend- 
ing cuts  vrith  conservatives,  and  for- 
getting that  big  inaugural  gala  that 
the  movie  industry  thi-ew  for  him  on 
the  Mall.  No  leading-man  material 
there.  Bring  back  the  man  from 
Hope! 

FLASHES  OF  REALISM.  President 
Shepherd  is  obviously  meant  to  be 
Bill  CUnton — except  that  he  is  a 
lonely  widower.  Democrat  Shepherd 
has  a  daughter  Chelsea's  age,  never 
served  in  the  mihtary,  and  is  sur- 
rounded by  young,  workaholic  aides 
who  forget  that  it's  Christmas  unless 
they  get  a  memo  reminding  them. 


Then  there's  the  White  House  press 
corps,  always  more  concerned  with 
"the  character  issue"  (sex)  than  vdth 
foreign  policy  details.  Oh,  and  Presi- 
dent Shepherd  is  being  challenged 
for  his  job  by  the  cranky  old  Repub- 
lican Senate  Minority  Leader,  Bob 
Rumson  (Richard  Dreyfuss). 

At  fii-st,  the  scenario  seems  plausi- 
ble. The  President  runs  into  lobbyist 
Sydney  Ellen  Wade  at  the  White" 
House,  woos  her,  and  wins  her. 


In  The  American  President, 
Michael  Douglas  sticks  to  his 
principles  and  ignores  polls.  That 
would  get  Clinton  a  ticket  to  Hope. 


Along  the  way,  he  promises  to  sup- 
port her  environmental  bill  if  she 
can  persuade  24  representatives  to 
go  along.  But  when  the  President 
sees  the  opportunity  to  gather  more 
votes  from  Detroit  representatives 
for  his  anticrime  bill,  he  dumps  the 
environmental  legislation  cold.  He's 
moving  to  the  center,  you  see.  Being 
political.  Bad  President!  "Govern- 
ment is  choosing,  government  is  pri- 
oritizing," Shepherd  explains  in  a 
rush  of  realism. 

The  scenes  inside  the  White 
House  look  plausible,  too.  But  how 
do  you  explain  the  following:  When 
the  lobbyist's  boss  finds  out  she's 
dating  the  President,  he  warns  her 
that  it's  a  conflict  of  interest  that 
could  cost  her  a  job  and  a  careei-. 


Too  much  access  to  the  President 
and  his  staff?  Yeah,  sure. 

Then  there's  the  leadership  ser- 
mon. "People  want  leadership,"  an 
aide  explains.  "And  in  the  absence  of 
genuine  leadership,  they'll  listen  to 
anyone  who  steps  up  to  the  micro- 
phone." The  problem  is,  director  Rob 
Reiner  defines  leadership  as  taking 
unpopular  positions  and  ignoring 
polls.  So,  ultimately,  does  President 
Shepherd.  He  gives  his  daughter  a 
history  book  on  the  Con- 
stitution, explaining:  "It's 
exciting  stuff."  But  even 
he  ultimately  misses  the 
message  that  the  Consti- 
tution contains  so  many 
checks  and  balances  on 
politicians  that  it's  im- 
possible to  operate  with- 
out public  support  and 
compromise. 
BAD  ADVICE.  Actually,  it 
falls  to  the  conniving 
Rumson  to  get  closest  to 
the  truth.  "Voters  aren't 
interested  in  our  plan  to 
achieve  economic  growth," 
he  tells  his  aides.  In  fact, 
voters  do  like  to  be  reas- 
sured that  politicians  have 
plans.  But  it's  the  parti- 
san squabbhng  and  the 
venomous  personal  at- 
tacks that  precede  the 
eventual  dealmaking  that 
the  public  doesn't  appreci- 
ate. Like  it  or  not,  politics 
is  messy  and  ugly.  From 
Hollywood's  perspective, 
poUtics  can  even  seem  un-American. 
But  losing  on  principle  doesn't  hold 
much  appeal  for  politicians,  either 

If  director  Reiner  was  intent  on 
preserving  the  happy  Hollywood 
ending,  he  was  right  to  end  his 
movie  just  when  he  did.  But  if  he 
was  trying  to  send  a  message  to 
Clinton  to  stop  his  relentless  poll- 
taking  and  wind-testing,  he's  miss- 
ing the  point.  Clinton's  popularity  is 
rising  precisely  because  he  has  been 
follovring  public  opinion — particular- 
ly during  the  budget  impasse.  If 
President  Clinton  tries  to  heed  Hol- 
lywood's advice,  he'll  soon  be  headed 
out  of  town. 

Magnusson  has  followed  the 
careers  of  four  Presidents. 
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DEALS 


BOEING  AND  McDONNELL: 
WILL  IT  FLY? 

A  defense-biz  merger  is  on  the  table-but  any  linkup  will  be  hard 


In  recent  weeks,  Boeing  Co.  and 
McDonnell  Douglas  Corp.  have  been 
sniping  at  each  other  like  two  pilots 
in  a  dogfight.  In  fiercely  competitive 
bidding,  McDonnell  in  mid-October  best- 
ed Boeing  on  a  $1  billion  order  from 
upstart  ValuJet  Airlines  Inc.  with  its 
new  100-seat  MD-95.  Then,  on  Nov.  3, 
McDonnell  convinced  the  Pentagon  that 
its  once  troubled  C-17  transport  plane 
was  back  on  track  and  won  an  $18  bil- 
lion order,  topping  a  Boeing  bid.  But 
behind  the  scenes,  sources  say  that  the 
fierce  rivals  have  been  discussing  a 
truce — one  that  ranges  from  linking 
their  military  units  to  merging  the  two 
companies  altogether 

There  is  powerful  logic  to  a  combina- 
tion. Boeing, 


on  a  combination  of  the  two  companies' 
military  and  space  units.  Each  company 
has  made  cleai-  its  interest  in  expanding 
its  helicopter,  missile,  space  station,  and 
rocket  businesses.  Industry  sources  say 
that  in  the  past  year,  McDonnell  has 
looked  seriously  at  buying  United  Tech- 
nologies Corp.'s  Sikorsky  ■hobhhhb 
Aircraft  helicopter  unit, 
while  Boeing  eyed  Te.xtron 
Inc.'s  Bell  Helicopter  unit. 
If  Boeing  and  McDonnell 
don't  get  together,  bank- 
ers expect  them  to  link 
with  others. 

Still,  struc- 
turing 


competitors  that  are  expected  to  sprouaiif 
up  in  Asia.  That  reasoning  finds  favo|Hj| 
with  suppliers  to  both  companies.  "1" 
the  extent  a  deal  makes  a  more  poter 
force  globally,  it's  good  for  suppliers,! 
says  David  W.  Schroeder,  vice-presidenjj 
for  W.  H.  Brady  Co.,  which  sells  labelin| 
products  to  both  companies.  Even  Euro 
pean  regulators  might  not  object.  "Cus  j 
tomers  will  still  play  off  Airbus  agains  | ; 
Boeing  to  drive  down  prices,"  says  ;  0 
European  Commission  official.  i'f)i 
PINK  SLIPS?  The  toughest  obstacle  migh  ijes 
be  trying  to  cut  back  McDonnell  Doug  1 
las'  plane  operations,  which  now,  produc  i  it 
for  product,  overlap  with  Boeing's.  An( : 
the  specter  of  massive  job  losses  at  ei  .ion 
■MHBHHiH^Hi  ther   company,   afte  iig, 
tens  of  thousands 


WHO'S  GOT  WHAT 
IN  WHICH  MARKET 


SHARE  OF  WORLDWIDE  COMMERCIAL 
PLANE  BACKLOG,  YEAR  TO  DATE 

RANK  BOEING  

1 


with  just 
1%  of  Pentagon  con- 
tracts, is  an  also-ran  in  de- 
fense. Adding  its  military  business  to 
that  of  No.  2  McDonnell  would  create 
the  U.  S.'s  top  military  supplier,  ahead  of 
recently  merged  Lockheed  Maitin  Coi-p. 
McDonnell's  reviving  but  still  struggling 
commerxial-air'liner  business,  meanwhile, 
would  get  a  boost  that  would  ensure 
its  survival.  Together,  the  two  compa- 
nies would  have  estimated  1995  sales 
of  $34  billion,  figures  analysts  Cowen 
&  Co.  "A  merger  would  give  each  of 
the  two  parlies  a  way  to  deal  with  a 
chronic  weakness,"  says  one  McDonnell 
veteran. 

BITS  &  PIECES.  The  challenges  to  a 
lar'ge-scale  deal  ai-e  sobering.  They  in- 
clude antitrust  concerns  about  combining 
commercial-plane  units  that  together 
have  70%  of  the  world's  backlog  of  plane 
order's,  deep  cultural  divides  between 
the  rivals,  and  labor*-union  feai-s  of  mas- 
sive layoffs.  Neither  Boeing  nor-  McDon- 
nell will  comment. 

Those  obstacles,  say  bankers  famil- 
iar with  the  talks,  mean  that  any  even- 
tual deal  is  more  likely  to  focus  solely 


limited  Boe- 
ing-McDonnell defense 
deal  could  be  tricky.  Mc- 
Donnell, with  estimated 
1995  military  and  goverm- 
ment  sales  of  $10.1  biUion, 
would  dominate  Boeing, 
which  has  about  half  that  2 
amount.  But  since  Boeing 
sees  synergy  between  3 
commercial  and  military 
technology,  it  is  unlikely  ,3 
to  sell  off  its  military 
unit.  Rather,  most  bank- 
er's foresee  joint  ventures  or  swaps  of 
units.  Analyst  Cai  von  Rumolir  of  Cow- 
en,  which  is  not  involved  in  any  talks, 
says  one  plausible  outcome  is  that 
McDonnell,  which  makes  Apache  heli- 
copters, will  buy  Boeing's  Comanche 
and  Chinook  products  while  selling  to 
the  Seattle  company  its  own  missile  and 
space  operations. 

Nevertheless,  a  br-oader  deal  isn't  en- 
tir-ely  out  of  the  question,  say  antitrust 
experts.  Boeing  and  McDonnell  execu- 
tives could  ar-gue  that  a  new  McBoeing 
would  be  mor-e  effective  in  global  mar- 
kets against  Eur'ope's  Airbus  Industrie, 
Boeing's  main  rival,  plus  potential  new 


McDonnell  douglas 
■112% 


employees  already  havi 
been  laid  off  in  recen 
years,  would  undoubt  | 
edly  bring  on  the  wratl  ij 
of  politicians  and  unioi ,] 
leader-s.  McDonnell  al  jiv 
ready  has  been  aggres  -^f. 
sively  outsourcing  pro 
duction  in  the  U.  S.  an( 
overseas — precisely  th( 
issue  that  prompte( 
a  six-week  strike  a 
Boeing  that  was  onb 
tentatively  settled  oi  j ; 
Nov.  19.  " 

If  the  vdde  array  ol|, 
mer-ger  issues  can  h< 
resolved,  any  sort  oL^ 
deal  would  be  a  fittinj 
legacy  for  the  manag 
er's  of  both  Boeinj 
and  McDonnell.  Boeinj 
Chairman  and  CE( 
Frank  A.  Schront; 
plans  to  r-etir-e  in  a  yea 
and  is  expected  to  turn  the  r-eins  over  ti 
Philip  M.  Condit  and  a  new  team  of  ex 
ecs  who  have  been  striving  to  breal 
down  Boeing's  hier-archical  structure.  A 
McDonnell,  CEO  Harry  C.  Stoneciphei 
59,  the  fu-st  non-McDonnell  family  mem 
ber-  to  run  the  company,  has  alread; 
achieved  two  key  goals — getting  the  C 
17  on  track  and  keeping  McDonnell': 
commercial-plane  oper-ation  aloft.  Now 
the  two  companies  may  have  to  leam  ti 
live  together — or  with  someone  else. 

By  Richard  A.  Melcher  in  Chicagc 
with  Catherine  Yang  in  Washington 
Seanna  Browder  in  Seattle,  and  bureai 
reports 
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ALS 


HE  BABY  BELL 
I  JERRY  LEVIN'S  SOUP 

S  West  is  complicating  his  dream  for  Time  Warner 

shelter  Time  Warner's  "content  as- 
sets" from  its  cable  properties  by 
moving  the  studio  and  hbo  from 
TWE  to  Twx.  Then  Tui-ner  would  be 
folded  into  twx.  Finally,  he  could 
put  all  the  cable  assets  in  a  dis 
Crete  self-financing  entity. 

Such  a  reorganization 
would  allow  Levin  to 
push  his  cable  busi- 
ness into  the  expen- 
sive new  worlds  of 
telephone  sei-vice  and 
high-speed  data  transfer 


IHerald  M.  Levin  is  on  a  tear.  In  Sep- 
iBtember,  Time  Warner  Inc.'s  chair- 
ilman  announced  the  $7.5  billion  ac- 
sition  of  Himer  Broadcasting  System 
;.  Then,  in  mid-November  as  part  of  a 
:  restructuring,  he  folded  Time  War- 
d's chaotic  music  business  together 
,h  its  powerful  movie  studio.  Along 
!  way  he  ousted  Michael  J.  Fuchs, 
'.  longtime  chairman  of  Home  Box  Of- 
i  Inc.  and  briefly  the  head  of  Warner 
isic  Group  Inc.  Finally,  on  Nov.  20, 
ird  spread    that  Levin  would  like 
&T  to  invest  billions  in  his  sprawling 
I  )le-TV  systems. 
I  All  of  which  says  that  Le- 
j  1  finally  is  putting  his  im- 
j  int  on  the  company  he  took 
irge  of  thi'ee  years  ago.  His 
[  ;ion:  a  global  media  colossus 
th  three  main  operations  con- 
I  ting  of  entertainment,  news, 
i  d  telecommunications.  Even- 
ally,  entertainment  would  in- 
ide  the  company's  studios,  a 
iw  of  cable  channels  to  display 
sir  productions,  and  a  collection 
record  labels.  Telecom  would  of- 
r  cable  TV,  phone  service,  and 
!  ternet  access  over  broadband 
1  ble.  News  would  feature  CNN, 
IN  spin-offs,  and  an  array  of 
agazines.  Divisions  would  coop- 
ate.  Wall  Street  would  be  hap- 

The  stock  would  go  up. 
IHAPPY  INVESTORS.  But  there 
a  problem:  U  S  West  Inc.  Not 
unting  the  government,  which 
•omises  to  spend  the  next  six 
onths  picking  at  the  Turner 
ial  with  a  magnifying  glass 
id  tweezers,  U  S  West 
early  is  Levin's  biggest 
jadache.  By  virtue  of  a  $2.5  bilHon  in- 
istment  in  1993,  the  regional  phone 
impany  ovms  25.5%  of  Time  Warner 
ntertainment  (twe),  which  holds  the 
impany's  movie  studio,  hbo,  and  most  of 
s  cable  systems.  Time  Warner  Inc. 
wx),  meanwhile,  owns  music,  maga- 
nes,  and  a  little  cable.  Levin  last  Febru- 
'y  promised  Wall  Street  he  would  sim- 
lify  the  structure.  Since  then,  though, 
S  West  has  refused  to  go  along. 
That  hasn't  made  investors  happy, 
he  street's  biggest  beef  with  Time 
/amer  is  its  huge  dependence  on  the 
ipital-in tensive,  government-regulated 
able  business.  Levin's  solution  is  to 


CAN'T  THEY  ALL  JUST  GET  ALONG? 

Participants  in  the  corporate  dance 
around  Time  Warner's  cable  unit 


TIME  WARNER  It  needs  partners  for  three  rea- 
sons: To  provide  technical  expertise,  to  supply  a 
brand  name  and  marketing  clout,  and  to  provide 
capital  for  broadband  upgrades.  AT&T  would 
bring  all  three. 


AT&T  Ma  Bell  wants  to  offer  a  package  of  lo- 
cal, long-distance,  and  cable  services.  A  stake 
in  Time  Warner  cable  would  clear  the  path. 

U  S  WEST  With  its  25%  stake  in  Time  Warner, 
it  can  offer  cable  services  as  a  defense  against 
cable  companies  gearing  up  to  enter  the  local 
phone  market.  Could  it  deal  with  potential  rival 
AT&T  as  a  partner? 


without  roiling  investors.  Talks  between 
Levin  and  at&t  have  never  really  heat- 
ed up.  It's  not  even  clear  Justice  would 
let  AT&T  invest  in  a  partnership  with  a 
Baby  Bell.  But  as  a  partner,  at&t  could 
help  in  several  ways.  First,  as  Time 
Warner  branches  into  phone  service,  it 
could  use  a  powerful  brand  name  Hke 
AT&T's.  It  could  also  use  money  for  fiber 
upgrades  and  debt  reduction.  AT&T,  for 
its  pait,  wants  to  bypass  local  telephone 
monopolies  and  enter  the  market  for  lo- 
cal calling  via  cable  systems. 

That's  all  fine,  but  look  at  it  fi-om  U  S 
West's  perspective.  The  Baby  Bell's  TV^^ 
investment  has  nearly  doubled  in  value 


during  the  past  two  years, 
largely  on  the  strength  of  the 
studio  and  hbo.  So  why  trade 
out  of  those  stakes?  Moreover, 
U  S  West  considers  at&t  a  po- 
tential competitor  in  its  local 
telephone  markets,  located  in 
the  Mountain  States.  If  it  is  go- 
ing to  paiticipate  in  a  joint  ven- 
ture with  AT&T  in  the  East,  an- 
alysts say,  it  wants  to  extract 
concessions  from  at&t  in  the 
West.  U  S  West  denies  it 
has  this  motive. 

If  all  this  sounds  compli- 
cated, it  is.  But  it  all  comes 
down  to  a  game  of  leverage. 
That's  why  U  S  West  turned  up 
the  heat  by  suing  Time  Warner 
to  block  Levin's  cherished  1\im- 
er  deal.  The  Baby  Bell  con- 
y    \   tends  that  by  purchasing  the 
Turner  entertainment  as- 
sets,  TWX  would  be  com- 
peting with  TWE,  pos- 
sibly to  the  detriment 
.  of  U  S  West.  Time 
Warner  countersued, 
saying  that   U  S 
West  has  blocked 
TWE  from  cutting  a 
deal    with  at&t. 
Court    dates  are 
scheuled  for  March. 
U  S  West  was  causing 
headaches  for  Levin  even  be- 
fore the  Turner  deal  surfaced. 
Last  spring,  faced  with  Levin's 
plans  to  move  hbo  and  the  mo- 
vie studio  from  twe  to  TWX, 
the  Baby  Bell  demanded  51% 
ownership  of  all  the  cable  sys- 
tems. Time  Warner's  offers  in- 
cluded a  50-50  joint  venture  in 
which  Time  Warner  executives 
would  manage  the  cable  busi- 
ness and  U  S  West  executives 
would  manage  the  telephone 
business.  That  would  last  un- 
til  a   manager   could  be 
groomed  with  expertise  in 
both  businesses.  If  the  ven- 
ture were  to  take  on  a  mi- 
nority partner  such  as  at&t,  the  owTier- 
ship  of  both  Time  Warner  and  U  S 
West  would  be  diluted  in  equal  portions. 

The  two  sides  came  close.  Then  the 
Turner  deal  cropped  up.  Now,  Time 
Warner  wants  to  reach  some  kind  of 
settlement  with  its  cranky  partner  be- 
fore proceeding  with  Turner  or  more 
talks  with  at&t.  "I  expect  there  will 
still  be  a  restructuring  where  we're  in- 
volved with  each  other,"  says  a  top 
Time  executive.  Given  U  S  West's 
blocking  power,  it  won't  come  cheap. 

By  Michael  Oneal,  with  Catherine 
Amst  in  New  York  and  Peter  Burrows 
in  San  Francisco 


News:  Analysis  &  Commentary 


LABOR 


CAUGHT  IN 
CAT'S  CLAWS 

The  UAW  may  have  to  accept  terms  it  went  on  strike  to  avoid 


For  almost  18  months  now,  some 
9.000  United  Auto  Workers  have 
fiitilely  manned  picket  hnes  at  Cat- 
erpillar Inc.  By  any  calevdation,  the 
strike  has  been  a  dismal  failure.  The 
company  has  posted  record  profits,  pro- 
ductivity has  soared,  and  nearly  a  thii'd 
of  the  imion's  members  have  retiuned  to 
w^ork.  The  final  insult  is  likely  to  come 
on  Nov.  28,  when  management  plans  to 
give  strikers  a  new  proposal  that  insid- 
ers say  is  almost  exactly  the  same  as 
the  one  rejected  by  the  UAW  in  1992. 
Given  their  gloomy  prospects,  union 


lesson:  Nearly  anyone  can  be  replaced, 
even  highly  skilled  manufactuiing  work- 
ers supported  by  a  $1  billion  strike  fimd 
and  the  country's  most  powerful  union. 
The  Cat  denouement  also  is  a  forceful 
reminder  of  the  obstacles  faced  by  afl- 
cio  President  John  J.  Sweeney,  who 
swept  into  office  last  month  with  vows 
to  revive  organized  labor.  Says  Wharton 
School  management  professor  Peter 
Capelli:  "Caterpillar  shows  that  efforts 
to  rejuvenate  the  labor  movement  will 
be  very  difficult." 

Manv  outsidei's  doubted  that  Cater- 


tor  Bill  J.  Casstevens,  had  battled  C 
since  1991.  But  this  June,  Casstevei 
retired,  and  Stephen  P.  Yokich  w; 
elected  as  the  UAw's  president.  Yokic 
set  out  to  end  the  disastrous  strike. 

If  he  is  to  succeed,  his  members  w 
have  to  swallow  their  pride.  Strikei 
have  vehemently  opposed  many  iten 
on  which  they  now  will  be  asked  to  vol 
yes.  Cateipillar's  plan  to  impose  fiexib 
schedules,  for  instance,  will  allow  tl 
company  to  work  employees  more  thi 
eight  hoiu's  daily  and  on  weekends  vdtl 
out  paying  overtime,  provided  workei 
don't  log  more  than  40  hours  a  week, 
GAG  RULE.  The  two-tier  wage  systei 
would  start  new  hires  at  Caterpillar 
parts  faciUties  at  wages  up  to  40%  lev 
er  than  their  counterparts.  The  pr( 
posed  pact  even  may  prohibit  the  one 
ubiquitous  anticompany  messages  th; 
UAW  members  used  to  print  on  the 
work  clothes. 

The  UAW  is  getting  little  in  retun 


UNION  ON  THE  RUN 

Terms  of  the  contract  Caterpillar  and  the  UAW 
plan  to  unveil  on  Nov.  28: 


LENGTH  It  may  be  a  six-year  deal  rather  than 
the  typical  three-year  contract 


FLEX  SCHEDULES  The  company  can  schedule 
work  over  weekends  without  paying  overtime 


HEALTH  CARE  Cat  has  won  the  right  to  move 
employees  to  a  managed-care  plan 


WAGES  The  UAW  has  accepted  a  two-tier  wage 
for  new  hires 


EARLY  RETIREMENT  An  early-retirement 
program  will  allow  disgruntled  union  members 
a  way  to  leave  gracefully 


STRIKE  ZONE:  meml>ers  may  have 
Cat's  profits  little  choice  but  to 
are  up  209c  accept  it. 

If  they  do,  it  will 
be  a  devastating  blow  to  the  UAW.  Cat- 
erpillar will  have  forced  the  union  to 
agi-ee  to  items  UAW  leaders  once  swore 
to  oppose,  comjjany  sources  say,  includ- 
ing lower  wages  for  new  hires,  flexible 
work  rules,  and  a  new,  managed-cai-e 
health-care  plan  (table).  In  return.  Cat 
may  provide  a  generous  early-retire- 
ment plan.  Neither  side  will  comment 
officially,  but  make  no  mistake:  The  com- 
pany has  won.  "The  uaw  simply  has  to 
cut  its  losses,"  says  management-labor 
attorney  and  former  National  Labor  Re- 
lations Boai'd  member  John  Raudabaugh. 

The  reverberations  will  be  felt  well 
beyond  Caterpillar.  Tlie  closely  watched 
battle  has  taught  Corporate  America  a 


pillai'  could  hold  out  fur  lung  when  its 
18,500  unionized  factoiy  hands  walked 
off  the  job  in  June,  1994.  Conventional 
wisdom — even  among  executives  of  oth- 
er large,  unionized  manufactm-ers — held 
that  Cat's  experienced  welders  and  ma- 
chinists simply  couldn't  be  replaced  en 
masse.  But  Cat  adroitly  shifted  some 
production  overseas  and  used  tempo- 
raiy-helj)  agencies  to  tap  into  a  national 
labor  pool  of  skilled  woi'kers.  The  tactics 
allowed  the  company  to  produce  plenty 
of  bulldozers  and  earthmovei's  to  meet 
demand.  Indeed,  Cat's  revenues  will 
jump  by  10%,  to  $15.2  billion,  this  year, 
while  net  income  will  soar  20%,  to  $1.15 
billion,  predicts  Sanfoi'd  C.  Bernstein  & 
Co.  analyst  Lisa  Shalett. 

The  dispute  is  close  to  being  settled 
largely  because  of  leadership  shifts  at 
the  UAW.  The  union,  under  chief  negotia- 


DATA  BUSINESSWEEK 

The  company  may  offer  an  early-retirt 
ment  package  for  workers  vrith  28  year 
or  more  of  experience,  but  even  thi 
will  work  to  Caterpillar's  advantage 
Pi'oductivity  gains  now  allow  the  compj 
ny  to  ran  with  nearly  2,000  fewer  wort 
ers.  A  generous  buyout  would  allow  d 
to  i-etain  the  1,100  workers  it  has  hire 
diuing  the  stiike  and  not  be  overstaffe( 
Negotiators  still  have  some  thorn 
issues  to  hash  out.  For  instance,  th 
UAW  is  insisting  that  picket-line  crosser 
shouldn't  vote  on  the  contract.  Cat  dh 
agTees.  When  eveiytliing  else  is  settlec 
the  UAW  then  must  find  a  way  to  se 
workers  on  a  deal  that  strikei-s  probabl 
could  have  had  18  months  ago.  Bot 
sides  seem  to  be  counting  on  exhaustio 
to  provide  enough  votes  to  end  one  ( 
labor's  longest  ti'avails. 

By  Kevin  Kelly  in  Chicag 
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EXPANSION  FUNS  rat  IDE  sounmisT 


The  New  Model 


The  HP  Color  LaserJet  printer  The  only  one  that  does  it  all. 


These  days,  it  seems  that  everyone 
wants  it  all.  Documents  with  terrific 
impact.  Printed  fast,  dependably  and 


economically.  How  can  you  deliver 
all  that  and  more?  Well,  there  really 
is  only  one  complete  answer  -  the 
HP  Color  LaserJet  printer. 

It  combines  show-stopping  color  with 
the  rich  black  and  white  you  need 
for  your  day-to-day  business  printing. 
It  prints  a  variety  of  sizes,  from 
standard  to  legal  and  11x17  (l^lack 
only).  And  it  produces  multi-page 
documents  from  start  to  finish  faster 
than  other  color  laser  printers.  Of 
course,  it  also  has  everything  you've 


come  to  expect  in  an  HP  LaserJet. 
Industry-leading  software  support. 
HP  LaserJet  compatibility.  Seamless 
integration  in  networking  environ- 
ments. And  (uimatched  reliability. 

Better  still,  you  get  all  this  at  the 
lowest  possible  cost  of  ownership. 
In  short,  all  you've  been  looking  for 
is  riglit  here.  For  print  samples,  call 
1-800-527-3753,  Ext.  1024. 

HP  Color  Printers 

Just  wliat  you  had  in  mind. 


EWLETT 


News:  Analysis  &  Commentary 


STRATEGIES 


MANCUSO:  Seeking  backers  to  make 


THE  MGM  LION  IS... WELL. 
GROWLING  AGAIN 

As  Credit  Lyonnais  puts  it  on  the  block,  the  studio  starts  to  stir 

The  fifth  floor  of  an  of- 
fice building  off  the 
Santa  Monica  freeway 
is  a  long  way  from  Holly- 
wood's epicenter.  Still,  if 
you're  Metro-Goldwyn-May- 
er  Inc.,  which  has  spent 
more  time  on  the  ropes 
than  the  star  of  its  1976 
film  Rocky,  it's  prudent  to 
cut  comers  on  your  head- 
quaitei"s.  Now,  after  repeat- 
edly fending  off  bankruptcy, 
MGM  finds  itself  in  the  rare 
position  of  having  back-to- 
back  hits.  The  studio  sold 
$26  million  worth  of  tickets 
to  its  17th  James  Bond 
flick,  Goldeneye,  in  mid-No- 
vember, its  biggest  week- 
end ever.  This  heady  open- 
ing  on  top  of  the  success  of  the  gangster 
comedy  Get  Shorty  came  none  too  soon 
for  MGM  and  its  struggling  parent. 
Credit  Lyonnais,  the  French  bank. 

Little  wonder,  then,  that  they're 
cheering  back  in  Paris.  Under  U.  S. 
banking  laws  restricting  how  long  banks 
can  hold  nonbank  companies.  Credit 
Lyonnais  has  until  May,  1997,  to  sell 
MGM,  which  mns  the  mgm  and  United 
Artists  Pictiu-es  Inc.  studios.  A  couple  of 
hits  should  make  a  sale  easier  for  the 
bank,  which  foreclosed  on  the  studio  in 
1992  after  Italian  financier  Giancaiio  Pai'- 
retti  loaded  it  with  more  than  $2  billion 
in  debt.  On  November  21  the  Credit 
Lyonnais  unit  that  controls  mgm 
hii'ed  Lazard  Freres  and  Co.  a 
to  help  it  unload  the  studio. 
FINDING  FRIENDS.  Formei-  Par- 
amount   Pictures  Chairman 
Frank  G.  Mancuso,  who  has  head- 
ed mgm  since  just  after  the  foreclo- 
sure, has  a  lot  riding  on  the  out- 
come. Although  his  contract  with 
the  bank  expires  if  the  studio  is 
sold,  MGM  sources  say  Mancuso  is 
hoping  to  find  a  partner  with 
whom  to  hid  for  control.  Among 
companies  said  to  be  interested  in 
MGM  are  Polygram,  Bertelsmann, 
and  Tele-Communications. 

Despite  recent  gains,  MGM  re- 
mains a  money-loser.  Boosting  pro- 
duction to  as  many  as  20  films  a 


//  MdM  if>  sold  in  '97 


year  forced  it  to  dig  deeply  into  its  $650 
million  in  credit  Unes.  Moreover,  finan- 
cier Kirk  Kerkorian,  who  owned  mgm  in 
the  1970s  and  1980s,  sold  Gone  With  T)ie 
Wind,  The  Wizard  of  Oz,  and  much  of  the 
rest  of  mgm's  Ubraiy  to  Ted  TiuTier.  The 
studio  still  has  rights  to  more  than  1,500 
fUms,  but  that  barely  covers  overhead. 

As  a  result,  Mancuso  had  to  cut  cor- 
ners to  restart  production. 
Early  on,  the  studio  dug 
through  Hollywood's  dis- 
card  heap  to  find 


The  studio's  spotty  record  and  paltry  number 
of  releases  are  the  big  reason  it  ranks  eighth 
in  Hollywood,  with  a  5.4%  share  of  the  market 


Box  Office  Return 

Millions 


WINNERS 


GOLDENEYE*  $26 
GET  SHORTY*  $57 
SPECIES  $60 

DATA:  EXHIBITOR  RELATIONS  CO. 


Box  Office  Return 

Millions 


LOSERS 


HACKERS  $7.6 
TANK  GIRL  $4 
FLUKE  $3.8 

*Still  Showing 


such  films  as  last  year's  surprise  lii 
Stargate,  produced  by  France's  Can: 
Plus  and  passed  on  by  other  U.  S.  stud: 
OS.  It  picked  up  Get  Shorty  when  Son 
Pictures  Entertainment  nixed  it.  An 
partners  helped  make  other  films,  ii 
eluding  MulhoUmid  Falls,  a  drama  sta 
ring  Nick  Nolte  and  Melanie  Griffiti 
scheduled  for  release  this  spring.  | 
One  area  where  mgm  hasn't  skimpei 
is  promotion.  The  studi 
spent  heavily  to  advertii 
Species,  a  sci-fi  flick  n 
leased  in  July  that  gi'osse 
a  surprising  $50  millioi 
And  in  September,  in  a 
unsuccessful  effort  to  booi 
Showgirls,  mgm  shippe 
250,000  eight-minute  ca; 
settes  of  excerpts  from  th 
sex-filled  film  to  the  adu 
sections  of  video  stores 
WEAK  BUZZ.  But  the  stud 
put  its  biggest  punch  b( 
hind  Goldeneye,  anteing  u 
an  estimated  $17  million  1 
promote  the  Pierce  Bro 
nan  film  with  splashy  i 
and  print  spots  and  a  3( 
minute  infomercial.  "Th 
idea  is  to  get  people 
know  that  you're  coming,"  says  Manci 
so.  "Sometimes  that  takes  being  as  crei 
five  with  your  marketing  as  with  mal 
ing  the  film." 

For  all  of  its  maneuvering,  mgm  hi 
just  5.4%  of  Hollywood's  total  box  offic 
this  year.  And  it  has  had  its  share 
flops,  including  Tank  Girl  and  Fluk 
Plus,  the  buzz  on  some  of  its  upcomin 
films,  including  the  western  Wil 
Bill,  staning  Jeff  Bridges  and  Elle 
Barkin,  isn't  good.  "They've  had 
good  nm  of  late,"  says  John  Krie 
president  of  Exliibitor  Relations  C( 
which  analyzes  films  for  theate 
chains.  "But  they  are  sure  not  oi 
of  the  woods  yet." 

For  now,  mgm  plans  to  keep  tl 
films  coming  until  next  year,  whe 
foreign  and  video  r-evenues  ii-om  G 
Shorty,  among  others,  will  help 
show  an  operating  profit  for  the  fir 
time  since  1986.  Upcoming  offe: 
ings,  including  such  high-profile  flicl 
as  Birds  of  a  Feather,  an  adaptatic 
of  La  Cage  aux  Folles  starrin 
Robin  Williams,  should  help.  Plu 
the  studio  has  signed  John  TravoH 
and  Sharon  Stone  for  The  Lad 
Takes  an  Ace,  a  comedy  from  th 
creators  of  TV's  Cheers.  All  tha 
plus  a  Goldeneye,  may  finally  pi 
the  M(;m  lion  fi-ont  and  center  agai 
By  Ronald  Grover  in  Los  Ar 
geles,  with  Mia  Trinephi  in  Par, 
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Q  :  As  a  senior  manager^  do  you  ever  think  about 
your  computers' data  storage? 


A:  No. 


Q:  It  doesn't  hold  the  least  bit  of  interest  for  you? 


A :  Not  really. 


Q:  Ever  ask  your  MIS  people  to  explain  the 
latest  trends  in  storage? 


A :  Never. 


Q:  Did  you  know  your  competitors  could 
be  using  data  storage  to  eat  your  lunch? 


A:  What? Data  what? 


There's  a  storm  of  information  now  moving  through  your  company.  You  can  either  be  buried  by  it, 
or  you  can  use  it  to  bury  your  competitors.  With  EMC  storage,  critical  information  moves  from  storage  to 
your  employees  and  customers  faster  than  any  other  system,  letting  you  generate  profits  faster  and  even 
L  Xtend  tile  value  of  your  e>dsting  computer  invesmient.  All  while  storing  and  protecting  your  information 
in  one  central  location.  At  EMC,  we  bring  best-of-breed  storage  solutions  to  market  before  anyone  else. 
It's  all  we  do.  Please  call  1-800-424-EMC2  ext.  131  to  discover  more  reasons  why  EMC  storage  is  the 
best  way  to  serve  up  your  information.  Not  to  mention  your  competition. 

'tnx"'for  mamfrmic  sliaps 


CcnlnpUx" jor  open  i 


OUTPERFORM  THE  COMPETITION  BYA  FACTOR  OfE MC 


THt  MORAGE  ARCHITECTS 


EMC-  and  ICDA  are  registered  trademarks  and  Svmmelrix,  Centriplex  and  THE  STORAGE  ARCHITECTS  are  trademarks  of  EMC  Corporation. 
©1995  EMC  Corporation.  All  rights  reserved  Outside  the  U.S.  call  (508l  435-1000  Ext.  8193. 


News:  Analysis  &  Commentary 


COMPENSATION 


BENEFITS  ARE  BEING 
PECKED  TO  DEATH 

Little  by  little,  employers  erode  pension  and  health  plans 


The  economy  is  growing.  Corporate 
profits  are  u\).  Wages  are  beginning 
to  rise  a  bit.  So  why  are  so  many 
Americans  feehng  so  pinched? 

The  answer  may  lie  less  in  paychecks 
than  in  pension  plans  and  health  insur- 
ance. As  employers  struggle  to  stay 
competitive,  they're  chipping  away  at 
benefits  as  never  before.  "A  lot  of  com- 
panies simply  no  longer  want  to  pay 
benefits,"  says  Paul  H.  Tobias,  chair- 
man of  the  Cincinnati-based  National 
Employee  Rights  Institute. 

Consider  paid  holidays.  Fifteen  years 
ago,  virtually  eveiy  medium  and  large 
private  U.  S.  employer  offered  at  least 
one  paid  holiday  per  year.  Today,  that 
has  slipped  to  only  about  90%,  according 
to  the  Employee  Benefit  Re- 
search Institute.  In  1980,  95% 
of  such  employers  offered 
some  kind  of  health  insurance; 
now,  just  80%.  do  so  (chart). 

Much  of  the  backsliding 
stems  from  the  enormous 
change  in  work  patterns  and 
types  of  employment  growth 
over  the  past  few  decades. 
With  more  workers  changing 
jobs  more  often,  .-;ay  consul- 
tants, pension  vesting  and  va- 
cation time  based  on  seniority 
isn't  growing  as  fast  as  in 


more  stable  times.  More  important,  the 
surge  in  service-sector  jobs  such  as  re- 
tailing means  that  many  new  jobs  offer 
comparatively  scant  benefits. 

As  ever,  benefits  figure  prominently 
in  labor  negotiations.  When  32,500  work- 
ers strack  Boeing  Co.  for  47  days  start- 
ing Oct.  6,  deep  proposed  cuts  in  health 
benefits  were  among  their  top  giievanc- 
es.  Says  union  leader  BiU  Jolinson:  "Why 
should  a  Boeing  worker  lose  $914  a  yeai- 
to  health  cuts  when  the  company  has 
made  $6.6  billion  since  1990?"  Under 
tenns  of  a  proposed  settlement,  workers 
and  theii"  families  still  would  be  forced  to 
shoulder  a  hefty  increase  in  deductibles. 

Unions  are  Ukely  to  feel  more  pain  as 
employers  shift  to  workers  more  of  the 

CHRISTMAS  WITHOUT  PAY? 

PERCENTAGE  OF  EMPLOYEES  RECEIVING  BENEFITS 
AT  MEDIUM  AND  LARGE  COMPANIES 


?MH  m  THE 
AISLES 

The  surge  of 
jobs  in  the 
senlce  sector 
means  more 
mployees 
et  fewer 
enefits 


REST 
TIME 


SICKNESS  AND 
ACCIDENT  INSURANCE 


DATA:  EMPLOYEE  BENEFIT  RESEARCH  INSTITUTE 


tab  for  escalatini 
health-care  costs 
Owens-Corning  Fi 
berglas  Corp.  is  i  t 
ducing  the  cash  cn- 
of  its  retirement  bci 
efits  by  20%.  How 
It  will  cut  its  matcl 
of  employee  contribu 
tions  to  35(?  per  dol 
lar  from  50(2,  thei 
add  a  variable  sun 
based  on  profit-shai 
ing.  The  compan; 
also  is  moving  to  a  cafeteria  plan  thai 
limits  the  value  of  benefits  but  allow 
workers  to  select  between  more  healtl 
coverage,  say,  and  more  vacation  days 
Such  innovations  are  applauded  b; 
inany  experts  for  giving  employee 
more  options  to  tailor  benefits  to  thei 
needs.  But  others  woriy  that  such  "cat 
eteria  plans"  offer  less  even  thouul 
"employees  feel  they  are  getting  moi  i 
because  they  can  choose,"  says  Fre( 
Getz,  Chicago  manager  for  Robert  Hal 
International,  an  employment  agency. 
CHANGING  LANDSCAPE.  The  growing  cias 
of  low-wage  service  workers  may  b 
hard-pressed  to  pay  for  what  benefit 
are  available.  At  Wal-Mart  Stores  Inc, 
only  41%  of  its  workforce  actually  go 
health  insiu-ance  through  the  company  u 
1993.  Those  who  do  pay  at  least  a  $60-a 
month  family-plan  premium,  vrith  a  $1,00< 
deductible.  "If  Wal-Mait  isn't  providinj 
decent  benefits,  how  can  you  expec 
smaller  retailers  to  do  better?"  says  Grej 
Denier,  a  spokesperson  for  the  1.4  millioi 
member  United  Food  &  Commercia 
Workers  Union.  Wal-Mart  says  it  hasn' 
raised  premiums  in  thi-ee  yeai-s.  "We  pro 
vide  gi'eat  benefits,"  says  a  spokesman. 

Certainly,  some  large  coqjorations  ar< 
expanding  benefits.  Mattel  Inc.  recent! 
added  full  vision  care  to  a  Ust  of  perk 
that  includes  a  state-of-the-art  healtl 
club  at  conaorate  headquarters.  Hani 
Corp.  in  Melbourne,  Fla.,  now  offere  frei 
mammogi'ams  and  has  di'opped  co-pay 
ments  in  half,  to  $75,  for  such  expeiisivi 
procedures  as  magnetic  reso 
nance  imaging. 

Critics,  however,  point  ou, 
that  such  large  corporation 
~~  are  where  domestic  employ 

Iment  gi'owth  is  most  sluggish 
And  smaller  companies  typi 
cally  have  less  generous  bene 
fits — or  none  at  all.  Indeed,  i 
could  be  that  the  great  Amer 
ican  benefits  package  is  becoin 
ing  as  outdated  as  the  fre 
Thanksgiving  turkey. 

By  Eric  Schine  in  Lo 
Angeles,  with  bureau  report. 


LIFE 
INSURANCE 


I 
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Anything  that  can  be  done 
can  be  done  better. 


Mike  Tigson,  Logistics  Planning  Manager 
Philips  Semiconductors,  Sunnyvate,  C^, 


I'm  Mike  Tigson,  from  the  Semiconductors 
division  of  Philips  Electronics.  My  job  is  to 
improve  our  delivery  performance  to  major 
manufacturers  of  products  like  computers 
and  printers. 

Since  every  customer  defines  on-time 
delivery  differently,  we've  created  separate 
teams  to  focus  on  each  customer.  It's  working 
so  well,  many  of  our  biggest  customers  now 
rate  us  number  one  for  delivery. 

We  said  we'd  make  things  better.  And 


PHILIPS 


News:  Analysis  &  Commentary 


LEGAL 

PRECEDENTS 


PEOPLE 


UW  AND  ORDER 
IN  CYBERSPACE? 

Fury  over  Net  junk  mail 
brings  out  the  lawyers 


John  J.  Brogan  is  sort  of  an  Internet 
pioneer.  It's  not  just  that  he  is  pres- 
ident of  ReplyNet  Inc.,  a  Gaithers- 
burg  (Md.)  company  that  distributes 
promotional  business  information  via 
electronic  mail.  Brogan  also  is  believed 
to  be  the  fii'st  commercial  Internet  user 
to  invoke  intellectual-property  laws  to 
fight  spamming,  the  widely  despised 
practice  of  sending  electronic  junk  mail. 

Brogan  says  he  was  outraged  when 
he  learned  an  ad  had  been  electronical- 
ly mailed  to  more  than  170,000  people — 
using  ReplyNet's  return  address.  His 
fury  was  shared:  Recipients  "flamed" 
ReplyNet  with  electronic  hate  mail  for 
the  "netiquette"  violation.  Bro- 
gan claims  the  ad  came  from 
Promo  Enterprises,  a  self-  Spam.ming 


proclaimed  "bulk  E-mail" 
company  in  Philadelphia 
that  he  says  forged  his 
online  identity.  In  a  Nov. 
15  letter,  Brogan  threat- 
ened to  sue  foi-  trademark 
infringement  and  misap- 
propriation of  identity.  "This 
is  something  we  won't  stand 
for,"  fumes  Brogan,  who  wants  Pro- 
mo to  pay  $5  for  each  person  spammed. 
"Our  image  has  been  tarnished." 
ONUS  ON  THE  CONSUMER?  Promo  Pres- 
ident Sanford  A.  Wallace  denies  that 
his  seven-year-old  company  engaged  in 
spamming  or  infringed  on  the  ReplyNet 
name.  He  contends  that  if  there  was  a 
mailing  problem,  it  was  inadvertent. 
"It's  very  easy  to  have  names  and  ad- 
dresses confused,"  he  says.  "All  it  takes 
is  one  typo." 

The  fracas  underscores  the  hassle  that 
unwelcome  online  solicitations  are  be- 
coming. The  reason:  E-mail  addresses 
are  easy  to  identify,  and  electronic  ad- 
veitising  requires  minimal  overhead.  "The 


REPLYNET'S  Internet  could  literal- 

BROGAN:  "0/<r  ly  be  biuied  in  a  fliu'- 
image  has  been  ly  of  electronic  junk 
tarnished"  mail,"   warns  Marc 

Rotenberg,  director  of 
the  Electronic  Privacy  Information  Cen- 
ter That's  why  some  legal  experts  say 
ReplyNet's  offensive  is  so  important. 
"This  is  one  of  the  first  signs  that 
lawyei-s  and  sheriffs  are  coming  to  town," 
says  Brogan's  counsel,  Stewail  Baker. 

The  government  is  right  behind  them. 
On  Nov.  20,  the  Federal  Ti-ade  Com- 
mission held  one  of  a  series  of  hearings 
on  regulating  unfair  business  practices 
on  the  Net.  "There  must  be  controls," 
says  Rotenberg.  "The  question 
is:  What  is  the  best  legal  ap- 
proach to  protect  privacy 


(1995)  The  practice  of 
sending  unwanted  junk 
mail,  usually  product  adver- 
tisements, to  a  large  num- 
ber of  people  via 
electronic  mail  or 
the  Internet 


and  respect  First  Amend- 
ment values?" 

An  answer  may  come 
from  a  closely  watched 
case  involving  U.  S.  News 
&  World  Report.  Ram 
Avrahami,  a  subscriber,  has 
filed  suit  in  Arlington,  Va., 
accusing  the  magazine  of  sell- 
ing his  name  to  the  Smithsonian  In- 
stitution without  getting  his  pemiission. 
His  beef:  That  eveiyone  has  a  property 
interest  in  his  or  her  identity  and  that  to 
pi'ofit  from  it  without  appi'oval  is  an  ille- 
gal invasion  of  jjiivacy.  U.  S.  News  ar- 
gues that  the  onus  is  on  the  consumer  to 
opt  out  of  such  solicitations. 

Either  way,  the  case  could  have  broad 
implications  for  business.  Companies  have 
begim  selling  electronic-mail  addresses 
to  advertisers  from  lists  comj)iled  of  vis- 
itor to  World  Wide  Web  and  other  sites. 
They  should  beware:  Clashes  between 
free  speech  and  privacy  appear  headed 
out  of  cyberspace  and  into  court. 

By  Linda  Himelstein  in  New  York 


GIDEON'S 
NEW  TRUMPET 

The  man  who  built  Gartner 
Group  becomes  its  rival 


Can  Gideon  Gartner  do  it  again' 
That's  the  question  in  computer-con 
suiting  circles.  Gartner  has  raisec 
more  than  $15  million  in  a  private  place 
ment  to  fimd  his  new  finn,  Giga  Infer 
mation  Group,  which  plans  to  sell  ex 
pert  analysis  of  information-technologj 
trends  and  products.  It's  a  hot  field  thes< 
days,  but  the  move  puts  Gartner  on 
collision  cotu-se  with  the  fimi  he  co-found 
ed  in  1979:  Gartner  Group  Inc.,  the  busi- 
ness' $229  million-a-year  leader. 

Giga,  Gaitner  says,  will  inn  on  an  "en 
tii'ely  new  business  model."  He  is  vagu( 
on  specifics  but  says  Giga  vrill  expam 
through  acquisitions  and  hints  at  exten- 
sive use  of  the  Inter- 
net and  Lotus  Notes 
networks  to  delivei 
services  electronical 
ly.  Gaitner  Group  hat 
succeeded  mainly  bj 
selling  subscription! 
to  printed  reports 
Meta  Group  Inc.,  ai 
$30  million  in  rev 
enues  its  biggest  ri 
val,  emphasizes  phone 
access  to  its  analysts 
Gideon  Gartner'i 
risks  have  paid  of 
before.  He  left  Oppenheimer  &  Co.  a,' 
Wall  Street's  No.  1  computer  analyst  t( 
foimd  Gaitner  Group.  In  '88,  he  sold  it  t( 
Saatclii  &  Saatchi  Advertising  Worldwide 
for  $94  million.  When  the  British  con 
glomerate  ran  into  financial  trouble,  Gart 
ner  led  a  1990  leveraged  buyout.  Bu' 
soon  after,  a  board  controlled  by  Dun  & 
Bralstreet  Coip.  installed  new  managers 
Stripped  of  power,  Gartner  walked. 

Why  another  staitup  when  he  coulc 
be  practicing  classical  piano  at  home  ii 
Aspen,  Colo.,  St.  Thomas,  V.  I.,  or  West 
port.  Conn.?  "I  just  got  into  tiiis  [idea]  to 
tally.  I  don't  know  if  it's  ego-fuMlment,  b 
show  if  I  can  do  it  again,"  he  says.  Gart 
ner  plans  to  stick  to  his  strengths:  re 
search,  strategy,  new  markets,  and  chat 
ting  up  customers.  Ex-colleagues  say  h( 
is  a  brilliant  presenter  but  a  poor  man 
ager  So  Gaitner  is  hiring  a  coo  who  wil 
be  gi-oomed  to  take  over  as  CEO.  Goo( 
stait  for  a  consultant:  taking  wise  counsel 
By  Joh  n  W.  Verity  in  New  Yorl 


GARTNER:  Giga 
will  serve  clients 
via  the  Internet 
and  Lotus  Notes 
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Here's  one  way 
tDget 

your  attentioa 


TWENTIETH  CENTURY'S  INVESTMENT  RESULTS 

Average  Annual  Total  Returns  as  of  9/30/95' 


Here's  a 
better  way 
to  keep  it. 


Sure,  we're  happy  to  feature  the 
latest  one-year  returns  in  our  ads. 
But  we  sincerely  hope  you  won't 
invest  in  any  family  of  equity  funds, 
including  Twentieth  Century's,  based 
on  short-term  results. 

The  real  test  of  an  equity  fund, 
we  believe,  is  how  well  it  does  over 
the  long  haul,  meaning  periods  of  at 
least  5-10  years.  We  also  believe  stay- 
ing committed  to  a  fund  over  longer 
periods  is  the  best  way  to  maximize 
your  potential  returns.  On  that  basis. 
Twentieth  Century's  no-load  equity 
funds  have  compiled  a  notable  record. 

Naturally,  past  perfonnance  doesn't 
guarantee  the  future.  But  Twentieth 
Century's  long-term  record  and  time-tested  discipline  is  worth 
a  toll-free  call  to  1-800-345-2021  to  find  out  more.  Just  ask 
for  a  prospectus  with  more  complete  information,  including 
charges,  expenses  and  mini- 
mums,  and  be  sure  to  read  it 
carefully  before  you  invest. 

Please  keep  in  mind: 
You  don't  always  have  to  be 
in  the  right  place  at  the  right 
time.  You  Just  have  to  be  in 
the  right  place,  over  time^" 


1-800-345-2021 

Vic  internet:  hftp://networth.golt.com/twencenf 


*  Dote  quoted  represents  past  performance  and  assumes  reinvestment  of  all  distributions.  Post  performance  is  no  guarantee  of  future  results.  Investment  return  and  principal  value  v^ill 
fluctuate,  and  redemption  value  may  be  more  or  less  than  original  cost.  **Although  Select  and  Grovi/th  were  started  on  October  31, 1958,  their  performance  tor  the  period  shown 
corresponds  with  Twenheth  Century's  implementahon  of  its  current  investment  philosophy  ond  prachces  on  June  30, 1 971 . 

©  1995  Twentieth  Century  Services,  Inc.    P.O.  Box  419200    Kansas  City,  MO  64141-6200  BSW 


You've  received  vital 
materials  that  the  sales 
force  needs  this  second. 

But  the  information  isn't 
all  electronic. 

And  the  team  is  spread  over 
a  continent. 

(So  skywriting  isn't  an  option.) 

Then  you  combine  Lotus 
Notes  with  IBM  ImagePlus. 


Now  putting  it  into  the 
system  is  as  good  as  putting 
it  all  into  their  hands. 


Can  your 
software 
do  this? 


] 


The  faster  you  can  get  information  out 
into  your  organization,  the  faster  vonr 
people  can  put  it  to  work, 
that's  the  reason  why  Lotus"  Notes"  has  become  sucii 
a  fiuidainental  part  ol  business  everywhere.  It  not  only 
makes  th--  most  current  information  available  to  everyone 
across  the  i  -lianization,  it  helps  people  work  faster,  work 
smarter  and  -  most  important  —  work  tog<'ther. 

But  what  abou!  information  you  receive  or  produce 


that  drx'sii  t  start  out  in  electronic  form?  Such  as  video 
orfler  forms,  taxes  and  correspondence.  Or  materials  spe 
to  your  business,  like  X-rays  or  photographs. 

Well,  now  Lotus  Notes  works  hand-in-hand  with  IE 
scalable  ImagePlus."  This  is  the  same  imaging  solution 
that  handles  millions  of  documents  every  day  in  some 
the  world's  busiest  financial  and  insurance  companies 

The  combination  of  Lotus  Notes  and  ImagePlus  al 
you  to  build  a  system  that  will  digitiz(^  the  full  range  o 


*Outsiii.  \urlh  \nu  ii.  a.  .  luilj.  l  jciiii  I..r..i  PIM  ..llu  ,   Tli,  li.inii-  |Mp  i,  al  htl|i://w«T»  iluii.rc.iiL  IHM.  Inia^tPlus  ami  OS/2  arc  r<  f.H^I.-ii  cl  Irail.  marks  anil  Solulions  for  a  small  plajn't  is  a  trad, 

nl  InhTitaii-inal  Hiisini!!^s  Machines  (  nT|ii.r  iiiiirj  l.niii^  .i[]il  I, (Plus  Notes  arv  r<*{;jslL-rf(l  tradfrnarks  of  Loins  Drveiopment  Corporation.  UNIX  is  a  rtr^stered  trademark  in  the  l!.S.  and  other  countries,  lie 
'  \rtii-(\rl\  ilnutigh  X/Open  Compaiu  I  i.ipi'  .1  '.l.i-  iuIm-Ii  1-  .1  registered  trademark  of  Apple  Computer  Corp.  Windows  is  a  registered  trademark  of  Mierosoft  Corporation.  ©  1995  [BM  Corp.  All  riglits  reser\'4 


liiness  information.  Catalog  images  for  future  use. 
utomate  the  flow  of  documents  so  they  move  effi- 
hom  one  person  to  the  next,  around  the  office  or 
the  world  —  empowering  people  to  collaborate 
he  broadest  variety  of  materials, 
w  information  that  starts  with  one  person  can  be 
liately  accessible  to  all.  And  you  can  use  one  familiar 
ce  across  all  ol  your  desktop  and  mobile  computers, 
ir  they  run  Windows,"  OS/2?  UNIX"  or  Macintosh? 


Take  advantage  of  our  product';  and  skills  (and  those 
of  our  industry  partners)  lo  lu  lj)  yoiu'  people  work  more 
closely  together,  sharing  up-to-the-second  materials.  Just 
call  us  at  1  800  IBM-3333:  ext.  GA150,  or  visit  our  Web  site 
at  http://www.soltware.ibm.com  for  more  information. 


Solutions  for  a  small  planet 


In  Business  This  Week 


EDITED  BY  KEITH  H.  HAMMONDS 


LOTS  OF  ROOM 
ATC&W'STOP 

P^IRST,    IT    WAS   THE  ROYAL 

family.  Now,  another  British 
institution  has  been  wracked 
by  an  embarrassing  internal 
feud.  On  Nov.  21,  the  fed-up 
board  of  150-year-old  Cable 
&  Wireless  accepted  the  res- 
ignations of  the  company's 
two  top  officers  and  began  a 
search  for  replacements. 
Chairman  Lord  Young  and 
Chief  Executive  James^  Ross 
had  been  at  each  other's 
throats  for  months,  some- 
times even  pursuing  oppos- 
ing strategies.  Young's  at- 
tempt to  expand  in  the 
Middle  East  by  buying 
shares  in  Israel's  Bezeq 
phone  company  conflicted 
with  Ross's  efforts  to  concen- 
trate on  the  U.  S.  by  form- 


CLOSING  BELL 


GLOSSY  FINISH 

IPO  madness  persists.  On  Nov. 
17,  Estee  Lauder,  selling 
13%  of  its  stock,  saw  its 
shares  soar  33%  from  ttie  of- 
fering price  of  $26,  closing  at 
$34.50.  Demand  had  induced 
it  to  increase  the  shares  it 
sold  to  15.3  million  from  13.9 
million,  and  to  lift  the  price 
by  $4  a  share.  "The  company 
is. ..  not  going  to  be  a  flash 
in  the  pan,"  says  David  Men- 
low,  president  of  ipo  Financial 
Network.  Neither,  apparently, 
is  Boston  Beer:  Its  new 
shares,  priced  at  $20,  closed 
at  $28  on  Nov.  21. 


NOV  17 
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ing  a  joint  venture  with  Baby 
Bell  Nynex.  Board  members 
met  for  a  day  and  a  half, 
then  took  action  when  nei- 
ther man  would  step  down. 

SWITCHING  SIDES 
ATRJR  

IS    FREDERICK  ZUCKERMAN 

RJR  Nabisco's  version  of  Jer- 
ry York?  York,  Chrysler's 
onetime  chief  financial  offi- 
cer, has  become  the  well-paid 
front  man  for  would-be 
Chrysler  raider  Kirk  Kerko- 
rian.  Now  Zuckerman,  for- 
mer treasurer  of  rjr  Nabisco 
and  a  York  protege  both  at 
Chrysler  and  IBM,  has  signed 
on  with  that  company's  tor- 
mentors, Bennett  LeBow 
and  Carl  Icahn.  Zuckerman 
gets  $30,000  for  signing  on, 
and  $120,000  a  year  in  con- 
sulting fees.  He  is  one  of 
nine  new  directors — all  com- 
mitted to  an  immediate 
breakup  of  the  company- — 
proposed  for  r.jr  in  a  Nov. 
20  Securities  &  Exchange 
Commission  filing  by  LeBow. 
R.JR  filed  suit  the  same  day, 
alleging  the  LeBow  gi'oup  vi- 
olated securities  laws. 


AN  IMMIGRATION  LAW 
ISNTSO  LEGAL 

A    YEAR    A(;0,  CALIFORNIA 

voters  overwhelmingly  en- 
dorsed Pi'oposition  187  on  im- 
migration. But  on  Nov.  20, 
following  a  prolonged  legal 
battle,  a  federal  district  judge 
in  Los  Angeles  ruled  much 
of  the  controversial  legisla- 
tion illegal.  Among  key  provi- 
sions thrown  out:  baning  ille- 
gal immigTants  fi"om  federally 
funded  health  cai"e,  social  ser- 
vices, and  public  schools.  U.  S. 
Distiict  Judge  Mariana  Pfael- 
zer  also  rejected  a  provision 
requiring  teachers  and  social 
service  workers  to  report 
suspected  illegal  immigrants 
to  the  Immigration  &  Natur- 
alization Service.  Pfaelzer 
said  such  rules  contradicted 
federal  law. 


HEADLINER:  KIRK  KERKORIAN 


IF  YOU  CAN  ASSEMBLE  A  BEHER  BOARD 


He's  not  in  the  driver's 
seat,  but  Kirk  Kerkorian 
surely  is  helping  to  steer 
Chrysler.  A  Nov.  20 
summit  between 
Kerkorian  and 
Chrysler  Chair- 
man Robert  Ea- 
ton included  a 
new  face:  long- 
time Chrysler 
director  Robert 
Lanigan.  It 
marked  the  fii'st  time 
that  Kerkorian  and  top 
aide  Jerome  York  could 
make  their  case  for  change 
at  the  auto  maker  to  an 
outside  board  member. 

Kerkorian,  owner  of  a 
14%  stake  in  Chrysler,  be- 
lieves he  can  sway  outside 
directors  to  do  what  Eaton 
won't — share  Chrysler's 
cash  hoard  with  stockhold- 


ir 


4 


ers.  Now,  Eaton  will  brin- 
outside  dii-ectors  to  meet- 
ings with  other  big  inves- 
tors. That  plays  into 
Kerkorian's  plan  to 
get  York  on  the 
board  via  a 
proxy  fight:  Tht 
former  Chrys- 
ler CFO,  he  be- 
lieves, will  shine 
next  to  the  cur- 
rent board. 
Ultimately,  Kerko-| 
lian  wants  Yoi'k  and  two 
other  independent  director^ 
on  Chrysler"'s  board;  on 
Nov.  20,  he  said  he  wants 
former  Kmail  chairman  Jo-| 
seph  Antonini  to  give  up 
his  seat.  For  the  moment, 
the  pressure  is  on  Eaton  tc 
persuade  investors  to 
maintain  the  status  quo. 

By  Bill  Vl.as 


FIRST  INTERSTATE 
SNUBS  WELLS  AGAIN 

JUST  HOW  MUCH  MONEY  CAN 

First  Interstate  turn  down? 
On  Nov.  20,  the  Los  Angeles 
bank  rejected  Wells  Far-go's 
third  hostile  offer,  sweetened 
to  $141  a  share.  Chiding 
Wells  for  "recklessly  pur-su- 
ing" its  bid,  CEO  Wrlliam  Siarl 
asked  shar-eholders  to  instead 
accept  First  Bank  System's 
offer  of  $136.  In  an  "sec  fil- 
ing, the  bank  .said  its  largest 
shar-eholder,  Kohlberg  Kr-avis 
Roberts,  had  reckoned  that 
an  "equitable"  offer  would  i-e- 
quire  Wells  to  exchange  0.7 
of  its  shares  for  each  Fi 
share — ^just  higher  than  its 
cur-rent  offer  of  0.67  shares. 


KALEIDALABS 
CALLS  IT  QUITS 

NO  SURPRISE  THAT  IBM  AND 
Apple  Computer  announced 
on  Nov.  17  plans  to  scrap  their 


Kaleida  Labs  software  joii 
venture.  Almost  from  tl 
star-t,  engineers  had  haggk 
over  job  responsibilities,  ar 
board  members  were  distrac 
ed  by  more  important  job 
Conceived  in  1991  as  part  of 
gi'and  alliance  meant  to  pi 
giant  Micr-osoft  in  its  plac 
the  venture  gained  only 
handful  of  customers  for  i 
Scr-ipt-X  multimedia  prograr 
ming  language.  The  re 
shocker:  Taligent,  another  fa 
ing  IBM-Apple  joint  ventur 
also  wasn't  cb'opped. 

ETCETERA.  ■■ 

■  The  Justice  Dept.  said  Ca 
vin  Klein  had  not  use 
under-aged  models  in  its  ad 

■  An  FDA  panel  recommem 
ed  approval  of  Olestra,  Pro( 
ter  &  Gamble's  fat  substitute 

■  Brown  &  Williamson  sued 
former  exec,  the  source  for  6 
Minutes '  axed  tobacco  story 

■  The  Beatles'  first  album  i 
25  years  seemed  a  cei-tain  h 
for  Capitol  Records. 
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OW    REPORTER     GEORGE     LACY  CRACKED 


A    TOP    STORY     OVER     BACON     AND  EGGS 


It's  amazing  what  you  can  do  wttii  a  pager  these  days.  And  PageNet  allows  you  to  choose  local, 
regional  or  national  coverage  at  an  unbelievable  value.  So  now,  being  out  of  the  office  doesn 't 
mean  being  out  of  the  game.  For  more  information  about  the  world's  largest  paging  network,  call 
1-800-PAGENET  or  visit  our  Internet  website  at  http://www.pagenet.com 


6:14  AM. 

Lilllf  ■•iU'cp  inakes  fur  a  big 
(ippilile.  After  a  full  iiifiht  of 
rimsiiig  rumors  regarding'  the 
sale  of  the  rity'.s  Ixisebtill  learn, 
an  unfamiliar  souree  delivers 
even  more  hearsay. 

6:48  AM. 

Another  page  revetds  tlie  name 
of  a  eertain  millionaire  iritli 
a  reputation  for  playing 
hardball.  /I's  lime  for  .some 
tnajor  league  snooping. 

2:07  P.M. 

the  Irail  turns  eold  until  the 
arrival  ofa  hoi  luir  lip  on  the 
pager.    I  seerel  meeting  at  a 
small  airport  ends  with 
harulshid,es  on  the  runivay. 
Looks  liixe  this  multi million 
dollar  rumor  is  right  on 
the  money. 

6:02  P.M. 

The  story  leads  at  sir  o'clock, 
making  tomorrow's  press 
conference  old  news.    \nd  our 
reporter  the  t(dk  of  the  town. 


JvJLs  Lj 


IN    TOUCH    AND  INGENIOUS 


We  Feature  Quality  Motorola^  Pagers 


HOW  DID  SOMETHING  SO  LARGE  AND  HARD  TO  MOVE  GET  WHERE 
IT  IS  TODAY?  A  QUESTION  TO  ASK  YOUR  INSURANCE  COMPANY 


Sign  on  with  most  large  insurance  companies,  and  you  may  find  them  curiously  unresponsive.  But 
not  General  Accident  Insurance.  Before  you  ever  need  to  make  a  claim,  we'll  send  a  team  of  underwriters, 
claims  specialists  and  loss  control  experts  to  examine  your  business.  To  make  suggestions  that  could  save 
you  mcMiey  on  your -insurance.  Or  even  help  save  your  property. 

To  learn  about  our  entire  line  of  commercial  insurance  products,  talk  to  an  hiciependent  Agent  or 
give  us  a  call,  ^'ou'll  find  we  have  $6  billion  in  assets.  Global  capabilities.  An  A+  (Superior)  rating  from 
A.M.  Best,  a  national  insurance  rating  service.  And  a  dedication 
to  helping  our  customers  that's  positively  carved  in  stone. 


GENERAL 
ACCIDENT 
INSURANCE 
1-800-606-4233 


GA 


k'd  away  from  a  stop.  Tlie  dispute 
nt  all  the  way  up  to  Hanenberger, 
0  gave  a  gi-een  light  to  lower  gearing 
more  zip. 

\  thornier  problem  is  that  the  Cate- 
will  be  built  in  Opel's  sprawling  facto- 
in  Rtisselsheim,  then  shipped  to  the 
S.  The  strong  GeiTnan  mark — rough- 
1.40  to  the  dollar,  vs.  1.60  when  the 
)ject  began — means  gm  will  make  lit- 
money:  Expenses  must  be  paid  in 
;tly  marks,  but  sales  will  generate 
ak  dollars.  Executives  privately  con- 
ie  they  are  in  a  bind  on  exchange 
es.  But  they  say  Cadillac,  whose  sales 
ve  plummeted  16%  this  year,  desper- 
}ly  needs  a  model  that  appeals  to 


AMERICAN  STEPCHILD 


Opel's  luxury  Omega  (left)  was 
modified-quicker  pickup,  for  one 
thing-to  produce  the  Cadillac  Cat- 
era  (right),  in  U.S.  showrooms 
next  year  for  an  estimated  $32,000 

scale  Saturn  based  on  Opel's  new  Vectra 
model,  which  was  just  introduced  in  Eu- 
rope at  a  stalling  price  of  $26,000.  The 
sedan  would  compete  with  the  Honda 
Accord  and  the  Toyota  Camry  and 
would  be  built  on  a  GM  assembly  line  in 
Wilmington,  Del. 

There  ai'e  hitches,  though.  The  Vectra 
has  steel  body  panels,  while  Saturn  has 
plastic  doors  and  fenders,  a  favorite 
with  U.  S.  drivers  since  the  flex- 
ible plastic  resists  minor  dents 
and  scratches.  Thus  a  Sa- 
turnized  Vectra  would 


Dunger  buyers  looking  for  a  Euro-style 
xmy  car.  The  Omega  was  the  cheapest 
ay  to  get  one.  It's  costing  gm  less  than 
100  million,  vs.  perhaps  $1  biUion  for  an 
1-new  Caddy. 

Undaunted,  gm's  global  strategy 
oard  approved  a  plan  to  make  an  up- 


have  to  be  built  with  plastic  panels. 
Smith  says  engineers  have  figured  out  a 
solution.  But  Satiu-n  officials  have  yet  to 
prove  the  car  can  make  money,  in  part 
because  of  a  costly  new  Opel  engine 
Saturn  wants  to  use. 

Hanenberger  still  wants  Opel  engi- 


neers to  team  uj)  with  other  company 
technicians  to  develop  a  world  car  with  a 
fom-cyhnder  engine.  Opel  has  the  most 
experience  of  any  gm  unit  in  designing 
such  fuel-efficient  cars,  which  account 
for  half  the  world's  auto  sales.  Opel  also 
knows  how  to  produce  the  finn,  road- 
hugging  European  lide  that  caiTnakers 
around  the  globe  are  trying  to  emulate. 
In  addition,  Opel  has  spearheaded  gm's 
push  into  Asia  and  Latin  America. 
COMPROMISES.  Opel  won't  always  take 
the  lead,  gm's  American  engineers  will 
head  up  most  truck  and  minivan  proj- 
ects, such  as  the  new  front-drive  mini- 
van  due  out  in  both  the  U.  S.  and  Eu- 
rope in  1997.  Rivals  and  analysts  say 
the  van  will  be  naiTower  than  the  mod- 
el it  replaces — the  better  to  fit  Eui'ope- 
an  roads.  The  possible  drawback: 
American  consumers  won't  find  it 
roomy  enough.  "It's  just  right  on  the 
European  side,  but  a  tad  small  in  the 
U.  S.,"  says  a  top  executive  at  an 
American  competitor. 

That  sort  of  compromise  has  tripped 
up  world-car  efforts  before.  For  exam- 
ple, Honda  Motor  Co.'s  redesigned  1990 
Accord  was  a  hit  in  the  U.  S.  but  a  flop 
in  Japan,  where  it  was  considered 
too  big.  Similarly,  Ford's  Mondeo 
family  sedan,  introduced  in  1993, 
has  sold  well  in  Europe  but 
stalled  in  the  U.  S.,  where  it 
is  sold  as  the  Ford  Contour 
and  Mercury  Mysticiue. 
American  consumers  find 
the  backseat  too  skimpy 
and  the  .$16,000  average 
price  tag  too  hefty. 
Hanenberger  thinks  GM 
can  succeed  where  other  car- 
makers have  failed.  Success  is 
cnicial  for  GM.  Company  executives 
still  must  cut  billions  in  costs  if 
they  want  to  revive  the 
sputtering  North  Ameri- 
can operation  and  fi'ee  up 
scarce  capital  for  a  drive  into 
Asia.  And  they  must  keep  coming  up 
with  fresh  design  ideas  for  all  of  gm's 
brands.  The  talent  is  there,  on  both 
sides  of  the  Atlantic.  TiuTiing  that  talent 
into  profitable  enterprise  vrill  take  lots 
of  patient  tinkering. 

By  David  Woodruff 
in  Riisselsheim,  Germany 


International  Business 


GERMANY 


THE  GOSPEL 
ACCORDING  TO  BONN 

It's  stepping  up  strong-arm  tactics  to  shape  monetary  union 


It  was  a  wrenching  political  about- 
face.  On  Oct.  25,  French  President 
Jacques  Chirac  flew  to  Bonn  to  re- 
assure an  impatient  German  Chancel- 
lor Helmut  Kohl  that  the  French  were 
committed  to  Eiu'opean  monetaiy  union. 
The  next  day  Chirac  went  on  television 
to  announce  a  radical  shift  in  govern- 
ment policy:  Cutting  France's  huge  bud- 
get deficit,  not  unemployment,  was  now 
his  top  piiority.  Two  weeks  later,  French 
Prime  Minister  Alain  Juppe  backed  up 
his  President  with  a  package  of  welfare 
reforms  and  other  spending  cuts. 


for  EMU,  Germany  is  ensuring  that  the 
economics  of  a  political  bloc  would  have 
a  distinctly  GeiTnan  stamp.  "This  is  part 
of  a  bi'oader  objective  of  a  strong  move 
toward  political  union,"  confides  a  cen- 
tral bankei'  involved  in  monetary  union. 

But  Germany  has  more  immediate 
reasons  to  push  hard  for  emu.  Europe's 
existing  money  system  has  caused  Ger- 
man business  untold  giief,  as  an  appre- 
ciating mark  and  competitive  devalua- 
tions around  Europe  has  eroded  its 
export  profits.  Indeed,  the  strong  mark  is 
lart:el\'  responsible  for  German/s  slovraig 


countries  to  aim  for  budget  deficits  eve 
lower  than  the  criteria  for  entrance 
by  the  Maastricht  agreement.  Countrie 
that  loosened  then-  fiscal  grip  would  fac 
sanctions  or  steep  fines. 

The  demands  are  designed  to  n 
assure  outsiders  and  GeiTnans  alike  th; 
EMU  won't  dilute  Germany's  vaunte- 
monetary  and  fiscal  discipline.  Alread; 
investors  in  the  mark  are  fleeing  to  th 
safe  Swiss  franc  to  escape  an  expecte 
weakening  of  the  German  cun-ency.  Bi 
the  Germans'  real  fear  is  that  the 
won't  be  able  to  sell  monetary  union  t 
their  own  people.  GeiTnan  voters  abho 
the  idea  of  giving  up  their  stable  marl 
SLOW  SWITCH?  Officials  are  so  wonie 
about  sentiment  at  home  that  they  ar 
tiying  to  keep  any  opposition  quiet.  Bur 
desbank  Pi-esident  Hans  Tietmeyer  put 
licly  attacked  Dresdner  Bank  chief  ecor 
omist  Klaus  Friedrich  when  a  commer 
Friediich  made  was  misreported  to  sug 
gest  that  the  criteria  for  emu  membei 

HOW  GERMANY  IS  THROWING 
ITS  WEIGHT  AROUND 

•  Finance  Minister  Waigel  raises  the 
hurdle  for  joining  EMU:  If  members 
don't  keep  lowering  their  deficits  after 
signing  on,  they  face  heavy  fines. 


That  GeiTnany  would  call  many  of  the 
shots  on  emu  has  never  been  a  secret. 
But  in  recent  weeks,  Bonn  and  Frank- 
fiut  have  stepped  up  their  strong-arm 
tactics.  On  top  of  needling  the  French, 
scolding  the  Italians,  and  muffling  com- 
plaints at  home,  Germany  has  made  al- 
ready strict  requirements  foi'  member- 
ship in  monetary  union  the  starting- 
point  for  a  distinctly  German  vision  of 
European  eciinomics  and  politics. 

Bonn's  mounting  demands  clarify  the 
price  that  Gennans  will  exact  for  sacri- 
ficing the  Deutschemark  for  a  new  Eu- 
rocurrency. If  EMU  is  to  go  forward  as 
planned  in  1999,  Gennany  insists  that 
the  resulting  union  be  made  in  its  own 
image,  with  a  rock-solid  cuirency  and 
consei-vative  monetaiy  policy.  And  mon- 
etary union  may  be  only  the  beginning. 
Germany  ultimately  favors  political 
union  for  Europe.  By  setting  the  terms 


gi'owth — now  estimated  at  only  1.5%  for 
1995  (page  29).  A  stUlbom  emu  presents 
another  monetary  nightmai'e.  If  progi-ess 
seems  to  falter,  investors  are  likely  to 
drive  the  mark  into  the  stratosphere. 
That  would  nullify  all  GeiTnan  industry's 
efforts  to  boost  competitiveness. 

So  the  Gennans  are  playing  hardball 
as  never  before.  Gennan  Finance  Minis- 
ter Theo  Waigel  bluntly  let  Italy  know 
that  thanks  to  its  liigh  deficits  and  debt, 
it  wouldn't  be  among  the  founding  mem- 
bers of  the  single-currency  club.  And 
France's  capitulation  followed  a  series  of 
commimiques  between  Bonn  and  Paiis  in 
which  GeiTTian  officials  expressed  anxiety 
ovei'  Chirac's  job-creation  schemes. 

The  Germans  want  to  enforce  their 
tight-money  niles  far  beyond  1999.  On 
Nov.  7,  Waigel  proposed  a  "stability 
pact"  to  govern  fiscal  policy  after  EMU 
starts  up.  It  would  require  member 


•  German  officials  embarrass  the 
spendthrift  Italians,  announcing  at  a 
major  meeting  that  Italy  won't  make 
the  fiscal  cut  for  EMU. 


•  Heavy  pressure  on  Paris  leads  to  a 
complete  about-face  in  French  policy, 
from  cutting  unemployment  to  cutting 
the  deficit. 

ship  should  be  softened.  And  when  inef 
ficient  German  savings  banks  complaine 
that  they  couldn't  afford  to  develop  thi 
internal  systems  for  a  quick  transitior 
the  Frankfiul-based  Eiu'opean  Monetar 
Institute  soothingly  proposed  stretchinj 
out  the  switch  for  up  to  S'A  years. 

Of  course,  Germany's  ability  to  shapi 
the  future  will  be  limited  by  economi 
reality.  Europe's  slowing  recovery  couk 
make  it  impossible  even  for  German; 
to  meet  the  Maastricht  criteria  in  1999 
That  already  has  officials  suggesting  ; 
delay.  But  Gennan  leaders  have  leamec 
that  by  dictating  tough  inles,  they  cai 
keep  EMU  momentum  going  withou 
spooking  the  financial  markets.  Even  i 
the  cb-eam  of  monetary  union  is  deferrec 
a  few  more  years,  it  will  ultimateb 
translate  into  a  German  kind  of  realitj 

By  Bill  Javetski,  with  John  Temple 
man,  in  Frankfurt 
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COMMENTARY 


By  Brian  Bremner 


HOW  NOT  TO  WIN  FRIENDS  AND  INFLUENCE  TRADE 


GolclStai 


President  Clinton's 
sudden  cancella- 
tion didn't  crimp 
the  touchy-feely  talk 
about  harmonious  ties 
in  the  world's  most 
dynamic  economic  re- 
gion. Leaders  ft"om 
the  18-member  Asia 
Pacific  Economic  Co- 
operation foram 
(apec),  sitting  at 
Japan's  Osaka  Castle, 
were  able,  on  Nov. 
19,  to  unveil  a  far- 
reaching,  if  vague, 
blueprint  for  achiev- 
ing a  free-trade  zone 
by  2020. 

But  Clinton's  no- 
show  took  the  steam 
out  of  U.  S.  efforts  to 
show  credibility  in 
the  region.  His  decision  left  Asians 
with  the  impression  he  was  dodging 
Asian  commitments  to  fix  budget 
problems  at  home.  Vice-Pi'esident 
Gore's  effort  to  cany  the  flag  wasn't 
enough  to  offset  the  cancellation 

Without  Clinton,  the  pressure  on 
Asian  leaders  to  make  aggressive 
market-opening  moves  was  visibly 
reduced.  In  fact,  some  U.  S.  business 
leaders  ft'etted  that  Japan  was  able 
to  tilt  APEC  closer  to  its  own  prefer- 
ence for  glacial  openings,  while  por- 
traying itself  as  Asia's  guardian 
against  coercive  U.S.  demands.  In- 
ternational Trade  &  Industiy  Minis- 
ter Ryutaro  Hashimoto  told  Asian 
business  leaders  that  Japan  was  de- 
fending "this  veiy  Asian  approach." 

Other  U.  S.  diplomatic  forays  went 
by  the  wayside  as  well.  Sino-U.  S.  re- 
lations have  been  sorely  strained 
over  Taiwan.  After  Clinton's  October 
meeting  with  Chinese  President 
Jiang  Zemin,  a  top-level  meeting 
might  have  helped  to  defuse  tensions 
(page  60).  "We  needed  to  keep  the 
momentum  going,"  says  a  Western 
diplomat.  "This  is  a  setback." 

Clinton  also  bowed  out  of  a 
minisummit  with  Japanese  Prime 
Minister  Tomiichi  Murayama.  Both 
sides  had  hoped  a  planned  security 
declaration  would  defuse  calls  to 
send  home  some  of  the  47,000  U.  S. 


^^^^ 
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IN  VIETNAM:  Asian  rivals  are  ahnul  dj  I  N.  i  nm jiu n  i< 


troops  in  Japan  following  the  rape  of 
an  Okinawa  schoolgirl.  Instead, 
America's  top  commander  suggested 
the  thi'ee  U.  S.  militaiy  suspects 
should  have  hired  a  prostitute,  which 
spurred  new  outrage.  Because  Clin- 
ton couldn't  sign  the  declaration,  a 
cornerstone  of  the  U.  S.  commitment 
to  Asia  is  still  in  doubt. 

Osaka  wasn't  a  complete  disaster 
for  Washington.  U.  S.  pressure  forced 
Japan  to  give  up  its  bid  to  exclude 
agiiculture  from  apec's  fi"ee-trade 
agenda.  The  plan  to  push  deregulato- 
ly  measures  and  set  up  common  cus- 
toms and  product  standards  could 
help  Western  companies.  Beijing  also 
pledged  to  cut  average  tariffs  from 
36%  to  25%  to  win  the  U.  S.'s  help  in 
getting  admitted  to  the  World  Trade 
Organization.  U.  S.  Ti-ade  Represen- 
tative Mickey  Kantor  tried  to  argue 
that  a  U.  S.  that  "has  been  Eurocen- 
tric for  decades"  is  now  focused  on 
Asia  as  never  before. 


APEC  is  starting  to 
look  like  a  mini-MITI 
that  will  resist  faster 
trade  openings 


But  that's  still  not 
enough,  when  com- 
pared with  Japan's 
sophistication.  Japan- 
ese bureaucrats  from 
MiTi  and  the  Finance 
Ministry  chaired  the 
APEC  committees 
that  drew  up  the 
nitty-gritty  on  cus- 
toms and  product 
standai'ds.  Not  sur- 
prisingly, the  biggest 
beneficiaries  of 
speedier  customs 
clearance  are  Japan- 
ese auto  companies 
that  rely  on  just-in- 
time  manufacturing 
_  netwoi'ks  in  South- 

;  east  Asia.  Thanks  in 
part  to  $100  million 
in  Japanese  funding, 
APEC  is  starting  to  look  like  a  mini- 
MiTi,  with  fiefdoms  that  will  resist 
legally  binding  trade  moves. 
CLOSED  DOOR.  What  it  means  is  that 
the  U.  S.'s  long-range  goal  of  weaning 
Asia  away  from  export-led  gi'owth  to 
open  mai-kets  may  be  harder  to  attain. 
While  Southeast  Asia  is  lowering  tar- 
iffs on  manufactured  goods,  roughly 
78%  of  the  service  sector  is  still 
closed.  That's  important  because  ai'eas 
Uke  telecommunications,  financial  ser- 
vices, and  transportation  are  U.  S. 
strengths. 

Nor  has  apec  tackled  Asia's  ten- 
dency to  steer  government  contracts 
to  favored  local  players  or  Japanese 
multinationals.  With  the  region  spend- 
ing an  estimated  $1.2  trilUon  on  infra- 
stiTicture  by  2000,  apec  hasn't  adopt- 
ed loiles  on  disclosui'e  of  links 
between  development  aid  and  winning 
contracts.  Here,  Japan's  $11  bilUon 
foreign-aid  budget  is  a  big  edge. 

Much  will  now  turn  on  how  Wash- 
ington chooses,  or  doesn't  choose,  to 
exert  its  influence  as  apec  starts 
nudging  members  to  turn  trade  talk 
into  reality.  At  next  year's  meeting 
in  the  Philippines,  Clinton  and  the 
U.  S.  officials  would  be  well-advised 
to  show  up,  this  time  in  force. 


Bremner  is  business  week's 
Tokyo  bureau  chief. 
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One  computer, 
two  computers, 
three  computers, 
four. 

Five  computers, 
six  computers, 
seven  computers, 
more. 


[VT'hether  yours  is  a  network  of 
W  seven  or  seventy,  a  Canon 
Color  Laser  Copier/Printer  is  the 
perfect  color  solution  for  you.  That's 
)ecause  our  color  systems  provide 
ligh-quality  output,  and  fast  network 
."hroughput. 

Canon  Color  Laser  Copier/Printers 
are  plug-and-play  compatible  and 
easily  connect  to  Macf  PC  and  Unix- 
environments. 
And  they 
work  within 
multivendor 
systems  too, 
automaticallv 
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sensing  and  switching  between 
operating  environments. 

So  now,  with  just  the  click  of 
your  mouse,  you  can  have  powerful 
Canon  color  at  your  command.  Our 
color  systems  offer  photographic 
quality  reproduction,  network  scan- 
ning, spooling,  color  management, 
overhead  transparencies  and  plain 
paper  convenience,  too.  Plus  they 
copy  on  a  wide  variety  of  materials 
including  card  stock.  All  at  a  low 
cost-per-print  and  at  a  speed  never 
before  thought  possible. 

So  call  1-800-OK-CANON. 
Because  whether  vou  have  one 
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computer,  two  computers,  three 
computers,  or  more,  Canon  has  the 
color  solution  for  you.  When  the  rest 
say  you  can't.  Canon  says  you  can. 
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SOUTH  KOREA 


THE  aUESTIONS  IN  SEOUL 
ARE  ONLY  GEniNG  TOUGHER 

Prosecutors  must  decide  whom  to  go  after — and  how  hard 


The  moment  of  tmth  is  approaching 
in  the  biggest  bribery  scandal  to 
hit  South  Korea  since  its  founding. 
Scrappy  public  prosecutor  Ahn  Kang- 
Min  has  jailed  former  President  Roh 
Tae  Woo  for  amassing  a  $650  million 
slush  fimd  and  has  questioned  36  coipo- 
rate  chieftains  about  their  "contribu- 
tions" to  him.  By  Dec.  5,  Ahn  must  de- 
cide whether  to  bring  Roh  to  public 
trial,  a  move  that  could  force  the  ar- 
rest of  business  leaders  and  bring  new 

pressures  on  Korea's  ruhng  party.   

If  Ahn  backs  dowTi,  an  outraged 
public  will  conclude  that  he  is 
merely  a  puppet  of  President  Kim 
Young  Sam. 

The  betting  is  that  the  shrewd 
Ahn  will  try  to  demonstrate  that 
his  office  is  in  fact  independent — 
without  letting  the  scandal  spiral 
out  of  control  and  bring  down  the 
entire  Korean  Establishment.  He 
is  in  a  bind,  though,  because 
the  Supreme  Public  Prosecutor's 
Office  up  to  now  has  earned  a 
reputation  as  a  pawn  of  Korean 
presidents. 

BAGS  UNDER  THE  EYES.  By  glilling 
the  heads  of  the  giant  chaebol,  or 
conglomerates,  and  throwing  Roh 
in  jail,  he  has  already  given  the 
office  new  stature,  one  in  keeping 
with  Korea's  pell-mell  push  toward 
fuller  democracy.  "It's  a  top  pri- 
ority for  him  to  restore  and  im- 
prove the  status  and  honor  of  the 
office,"  said  Kang  Man-Soo,  one  of 
Ahn's  aides. 

Ahn,  who  studied  law  at  the 
prestigious  Seoul  National  Univer- 
sity, led  the  1993  investigation  of 
Hyundai  Chairman  Chung  Ju- 
Yung,  who  was  charged  with  cam- 
paign-finance violations  when  he 
was  a  presidential  candidate. 
Chung  received  a  suspended  sen- 
tence. In  recent  weeks,  the  hard- 
drinking,  slightly  pudgy,  54-year- 
old  Ahn  has  gi-own  big  bags  undei- 
his  eyes,  parily  the  result  of  work- 
ing nonstop  from  8  a.m.  to  3  a.m. 

Few  Koreans  are  under  any  il- 
lusion that  Ahn,  who  is  the  thiixl- 
ranking  prosecutor,  is  acting  pure- 
ly on  his  own.  "Ahn  has  been 


acting  with  the  tacit  support  of  the 
President,"  says  Lee  Han-Koo,  presi- 
dent of  the  Daewoo  Research  Institute. 

The  test  of  his  integrity  will  be 
whether  to  arrest,  and  how  severely 
to  punish,  the  chaebol  chairmen  who 
gave  money  to  Roh.  The  five-page  war- 
rant issued  on  Nov.  16  for  the  an-est  of 
Roh  accused  Kim  Woo-Choong,  chair- 
man of  the  Daewoo  group,  of  giving 
the  former  President  a  total  of  $31  mil- 
lion on  seven  occasions  from  1988  to 

  1991 — some  of  it  in 

TYCOON  IN  TROUBLE:  return  for  a  contract 
Daewoo's  Kii)i  prior  to  build  a  submarine 
to  questioning  lut.-i'.  Choi  Won-Suk, 


HIGHDRAMA 


The  public  will 
cry  foul  if  only  one  or  two 
chaebol  chiefs  are  arrested  or 
given  suspended  sentences 


chairman  of  Dong- Ah  Construction  In- 
dustrial Co.,  also  was  named.  Neither 
of  the  executives  has  commented  on 
the  allegations. 
■  The  public  vrill  ciy  foul  if  only  one  or 
two  chaebol  heads  ai'e  aiTested  or  let  ofl  ^ 
with  suspended  sentences.  And  since 
most  business  leaders  have  admitted  t( 
giving  funds,  punishing  only  a  few! 
would  be  unfaii".  The  chaebol  claim  they 
were  coerced.  They  argue  that  an  indict- 
ment and  jail  sentence  for  any  of  the 
fii-st-rank  tycoons  would  hm-t  Korea  by 
damaging  the  chaebol's  international 
credibility.  And  throwing  all  of  them  in 
the  slammer,  they  warn,  would  likely 
cripple  the  economy.  "It  would  be 
shock  to  the  business  community  to  see 
Chairman  Kim,  an  architect  of  modem 
Korea,  imprisoned,"  observes  Stephen 
E.  Mai-vin,  director  of  international  re- 
search at  Ssangyong  Investment  &  Se- 
curities Co. 

The  even  tougher  question  facing 
Ahn  is  whether  to  trace  the  money  trail 
into  the  political  sphere.  He  has  already 
aiTested  and  detained  Roh's  secur- 
ity aide,  Lee  Hyun-Woo,  on  brib- 
ery charges.  Kim  Chong-In,  Roh's 
chief  secretary  for  economic  af- 
fairs, was  questioned  on  Nov.  21. 
EMBARRASSING.  The  public  no 
wants  Ahn  to  question  Lee  Won- 
Jo,  former  head  of  the  Office  ol  - 
Bank  Examination,  a  regulatory 
body.  He  is  suspected  of  managing 
the  slush  funds  of  both  Roh  and 
his  predecessor,  Chun  Doo-Hwan 
Lee  could  be  the  key  witness 
Ahn  decides  to  extend  his  investi- 
gation to  include  other  politicians 
such  as  opposition  leader  Kim  Dae- 
•Jung,  who  admitted  receiving 
million  fi-om  Roh. 

Some  insiders  believe  Presiden' 
Kim  has  so  far  cleverly  manipulat 
ed  the  scandal  to  destroy  his  foes 
But  if  Ahn  goes  too  far,  he  mighl  - 
turn  up  embarrassing  evidence 
Ivim,  after  all,  was  the  candidate 
of  the  ruling  party  during  his 
1992  campaign,  and  his  enemies 
charge  that  he  must  have  re 
ceived  some  funding  from  his 
predecessor. 

That's  why  the  balancing  ac1 
Ahn  is  performing  is  so  delicate 
"Please  evaluate  the  rights  anc 
wi'ongs  of  this  investigation  whei 
the  results  are  out,"  he  says 
What's  at  stake,  ultimately,  is  Ko- 
rea's ability  to  clean  house  without 
destroying  its  economic  and  politi- 
cal stability. 

By  Lax  mi  Nakarmi  in  Seou 
and  Steven  Bndl  in  Tokyo 
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POLITICS  IS  DEFERRING  THE  DREAM 
OF  A  GREATER  CHINA' 


For  years,  Asia  watchers  have  predicted  the  rise  of  a 
(Ireater  China.  The  mainland's  vast  labor  pool  combined 
with  Taiwan's  technological  knowhow  and  Hong  Kong's  fi- 
nancial resources  would  create  an  economic  superpower, 
they  said. 

But  recently,  political  differences  have  returned  to  center 
stage,  raising  doubts  about  the  speed  of  economic  integi'ation. 
China's  threats  to  curtail  political  fi-eedom  in  Hong  Kong  af- 
ter taking  over  in  1997  have  raised  questions  ahuut  the 
colony's  future  as  a  financial  and  corjjorate  cen- 
ter. And  the  upcoming  elections  in  Taiwan 
could  finther  chill  relations  between  the  island 
economic  dynamo  and  the  mainland. 

On  Dec.  2,  Taiwan's  voters  will  choose  a 
new  legislature.  Then,  in  March,  they  will 
vote  in  the  country's  first-ever  direct  presi- 
dential elections.  This  comes  after  a  summer 
of  severely  strained  relations  with  Beijing, 
following  Taiwanese  President  Lee  Teng-hui's 
visit  to  the  U.  S.  last  June.  Worried  leaders  in 
Beijing  are  watching  to  see  how  much  support 
the  electorate  will  give  to  pro-independence 
candidates.  Beijing  insists  that  Taiwan  is  part 
of  China  and  not  an  independent  countiy.  And 
the  Chinese  are  preparing  to  hold  military 
maneuvers  off  Taiwan  to  intimidate  voters — 
probably  in  vain.  "Beijing  doesn't  know  how  to 
handle  the  situation  here,"  says  Chih-yu  Shih, 
a  political  science  professor  at  National  Taiwan  University. 

Beijing's  problem  is  that  the  Taiwanese  leaders  it  has 
grown  comfortable  with  are  losing  power.  Since  1949,  Taiwan 
has  been  ruled  by  the  Kuomintang,  a  party  mostly  made  up 
of  fomier  mainlanders  committed  to  reimification  with  China. 
But  under  Lee  Teng-hui,  a  native  of  Taiwan,  the  kmt  has 
tried  to  widen  its  base  by  bringing  more  local  Taiwanese 
into  its  ranks.  Although  Lee  still  calls  for  reunification,  Beijing 
regards  him  as  a  closet  independence  advocate.  To  Beijing's 


TAIWAN'S  LEE:  Tight  spot 


dismay,  Lee  has  lobbied  for  high-profile  ties  with  the  U.  S.  ai 
a  bigger  role  in  international  organizations. 

But  Beijing's  confrontation  with  Lee  has  only  enhanced  h 
popularity,  and  he  is  likely  to  emerge  the  winner  in  tl" 
presidential  elections.  Chances  are,  he  will  be  pushed  to  tal 
increasingly  independent  positions  by  the  pro-independen( 
Democratic  Progressive  Party,  which  has  steadily  gaint 
strength  since  the  abolition  of  martial  law  in  1987.  Beijing  f 
vol  s  the  New  Party,  a  staunchly  pro-unification  gi'oup  dorr 
nated  by  former  mainlanders  who  recenti 
walked  out  of  the  kmt  to  protest  Lee's  policie 
But  the  New  Party  represents  only  a  smi 
minority  of  the  Taiwanese. 

The  likelihood  of  continued  tensions  hi 
alarmed  Taiwanese  business  leaders,  who  ai 
slowing  their  investments  in  China.  Meanwhil 
"American  multinationals  are  now  thinkir 
twice  about  whether  investments  in  Taiwa 
will  hmt  their  prospects  in  China,"  says  a  U. 
business  executive  in  Hong  Kong. 

Despite  the  friction,  no  one  is  writing  o 
<  Greater  China.  Optimists  predict  that  one 
(Governor  Chris  Patten  and  the  Britis 
depart  from  Hong  Kong  in  mid-1997,  Beijin 
could  work  out  its  problems  there  fairly  eas 
ly.  That  would  be  a  powerful  incentive  fc 
the  Taiwanese  to  wai'm  things  up  wit 
Beijing. 

But  there  are  a  lot  of  hurdles  to  overcome  fii'st.  Preside) 
Lee  is  going  to  have  to  be  careful  not  to  cross  Beijing's  i) 
dependence  red  fine  as  he  pushes  for  more  recognition.  An 
Beijing  will  have  to  wake  up  to  the  fact  that  gunboat  dipL 
macy  is  unlikely  to  work  in  late-20th-centui'y  Asia.  Unless  a 
three  Cliinas  leam  to  finesse  political  differences,  the  vision 
a  Greater  China  could  be  dashed. 

By  Joyce  Barvathan  in  Hong  Kov 
and  John  Wiiizenlyurg  in  Tai'p> 


GLOBAL  WRAPUP 


MURDOCH'S  LATIN  DEAL 

►  Rupert  Murdoch  is  spreading  his 
global  reach  to  Latin  America.  His 
News  Corp.  has  teamed  up  with 
Mexico's  Grupo  Televisa  and  Brazil's 
Organiza^Ses  Globo  in  a  deal  to 
broadcast  150  channels,  mostly  in 
Spanish  and  Portuguese,  by  satellite. 
U.  S.  cable  giant  Tele-Communica- 
tions Inc.  is  also  a  partner.  The  ven- 
ture is  chasing  more  than  400  million 
potential  viewers  in  the  region.  Mur- 
doch expects  a  million  subscribers 
will  be  ready  to  pay  at  least  $500  for 


a  satellite  dish  when  his  service  be- 
gins in  May  of  1996. 

BRITISH  LABOR  TROUBLES 

►  A  six-year  calm  in  labor  relations  at 
Britain's  U.  S.-owned  auto  companies 
could  soon  end.  At  General  Motors 
Corp.'s  Vauxhall  unit,  workers  have 
voted  for  industrial  action,  including  a 
sti'ike,  if  GM  doesn't  sweeten  its  offer 
of  a  3.5%  pay  hike.  Labor  wants  an 
11%  raise.  Ford  Motor  Co.  workers 
haven't  voted  yet,  but  recent  wildcat 
strikes  at  three  plants  indicate  dis- 
pleasure with  a  4.75%  pay  increase. 


Altogether,  30,000  gm  and  Ford  work- 
ers could  be  affected. 

U.S.  TROOPS  FOR  BOSNIA 

►  Don't  be  surprised  if  President 
Clinton  keeps  up  his  foreign-policy 
winning  streak.  While  Republicans 
have  denounced  the  Administration's 
pledge  to  send  troops  to  Bosnia  to  en- 
force the  U.  S.-brokered  peace  pact 
reached  Nov.  21,  Administration  offi- 
cials are  confident  Congress  won't 
block  troop  deployment.  Even  the  gof, 
will  be  wary  of  repudiating  a  diplo- 
matic triumph  by  a  U.  S.  President. 


He 
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The  future  is  making  sense 


\  he  too  cold?  Too  hot?  Or  just  hungry?  At  GoldStar,  we  all  listen  ~  from  the  President  to  the  most  junioj 
alesman  ~  and  then  we  create  products  that  our  customers  want.  Sometimes  even  before  they  ask. 
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THANKS  TO  THE  FIRST  1900  MHz  WIRELESS  SERVICES 
IN  THE  U.S.  FROM  Sprint  Spectrum  AND  ERICSSON. 

You'd  be  happy  too  if  Personal  Communications  Services  (PCS)  had  just 
become  a  reahty  in  your  city.  For  the  first  time  in  this  country.  Sprint 
Spectrum  brings  advanced  wireless  services  to  the  masses  via  the  new 
1900  megahertz  frequency  band. 

For  America,  this  historic  event  signifies  a  new  age  m  wireless 
communications.  For  the  citizens  of  the  Washington/Baltimore 
metropolitan  area,  it  redefines  freedom  of  speech. 

Stay  tuned  as  Ericsson,  the  world's  largest  supplier  of  wireless 
systems,  makes  personal  communications  a  reality  in  a  city  near  you. 
Our  expertise,  turnkey  capabilities  and  proven  technology  let  us  deliver 
in  record  time.  And  that's  something  we  can  all  be  happy  about. 


International  Economics 


GROWTH  STRATEGIES 


POLAND:  RISING  STAR 
OF  EUROPE 

Under  President  Kwasniewski,  it  will  continue  to  be  a  classic  model  of  economic  reform 


The  fate  of  most  civil  engineer- 
ing grads  in  communist-con- 
trolled Poland  was  a  6  a.m.  to  2 
p.m.  job  in  a  drab  state  factory. 
Not  for  Jacek  and  Irena  Szot. 
In  the  1970s,  when  private  ven- 
tures of  fewer  than  15  people  were  al- 
lowed to  go  it  alone,  the  newlyweds 
first  tried  making  furniture  and  then 
growing  flowers  in  Piaski,  their  village 
in  eastern  Poland.  In  1983,  they  bought 
some  rickety  equipment  and  began 
stamping  out  nibber  auto  parts. 

This  one  paid  off.  Jacek  made  dies, 
Irena  managed  the  books,  and  they  built 
a  $2  million  auto-parts  business.  They 


BYANO^.E 
Voters  liked 
President 
Kwasniewski's 
appeal:  stop  liv- 
ing in  the  past 


ttitmmm 
sold  49%  to  foreign 
venture  capitalists 
in  1992,  a  move 
that  honed  their  fi- 
nancial skills.  Now, 
from  a  blue-and- 
white  shed  that 
iiirmers  in  horse- 
(inwn  carts  can 
barely  spot  between  '.heat  fields,  the 
Szots  ship  to  factorit  across  Poland. 
Some  of  their  parts  ci  just  10%  as 
much  as  those  from  ^^  ern  Europe. 
The  Szots  aim  to  hit  1  h  price  and 
quality  le\  els  demanded  b  <  leneral  Mo- 
tors Corp.  "We're  not  al  id.  We  can 
meet  their  standards,"  Irei  says. 
Such  confidence  echoes  roughout 


Polish 

Economic 

Solidarity 

Now  if  only  the 
politicians  don't 
slow  things  down . 


DATA;  DEUTSCHE  BANK  RESEARCH, 
CREDITANSTALT  BUSINESS  WEEK 


GROWTH  IS  STRONG  AS  PRODUCTIVITY  SOARL. 


■90      '91      '92      '93      '94      '95  '90      '91      '92      '93  '94 

APERCENT  EST  aPERCENT 


64  BUSINESS  WEEK  /  DECEMBER  4,  ;)95 


I 


I 


le  country  these  days.  After  a  diffi- 
alt  start,  Poland  is  emerging  as  Eu- 
ape's  star  perfoiTner  Economic  gi'owth, 
t  6.5%  this  year,  is  the  most  robust  in 
lurope.  Unemployment  peaked  in  1993 
nd,  at  14%,  is  heading  down.  Inflation, 
rhile  high  at  28%,  is  sharply  below  ear- 
er  levels  (charts).  Privatization  is  mov- 
ig  ahead,  and  even  foreign  investment, 
)ng  lagging  behind  that  in 
eighboring  countries,  is 
icking  up  steam. 

This  momentum  should 
ontinue  even  beyond  the 
ra  of  Lech  Walesa.  On  Nov. 
9,  Democratic  Left  Alliance 
arty     chief  Aleksander 


Kwasniewski,  41,  edged  out  Walesa,  52, 
to  become  Poland's  President.  An  ex- 
communist,  Kwasniewski  is  a  firm  advo- 
cate of  market  reform,  sell-offs  of  state 
industry,  and  control  of  government 
spending.  He  is  also  committed  to  guid- 
ing Poland  into  nato  and  the  European 
Union.  Walesa,  the  Solidarity  hero  who 
has  been  a  fixture  in  Polish  politics  for 


15  years,  waged  an 
anti-communist 
campaign  against 
the  charismatic 
Kwasniewski  that 
backfired.  Many 
Poles  resented  the 
Catholic  Church 


DYNAMISM 
At  night,  War- 
saw is  vibrant- 
by  day,  Daewoo 
revs  up  car  and 
van  output 

backing  Walesa  from  the  pulpit,  and 
preferred  Kwasniewski's  appeal  to  stop 
wallowing  in  the  past. 

Of  course,  the  past  still  hngers.  The 
state  controls  40%  of  the  economy,  and  a 
communist-style  welfare  system  has 
created  deficits  that  make  inflation  tough 
to  reduce.  Kwasniewski,  who  calls  him- 
self a  social  democrat,  may  feel  obliged 
to  listen  to  more  extremists  in  his  party 
who  want  to  cater  to  fanners,  pension- 
ei-s,  and  others  who  feel  shoved  aside  by 
the  new  Poland.  Already,  many  people 
fear  that  too  many  fomier  communists 
hold  government  posts  and  that  such 
cronyism  could  grow,  especially  now  that 
one  party  controls  both  Parliament  and 
the  presidency.  Reflecting  these  post- 


)  INVESTMENT  PICKS  UP  BUT  INFLATION  PERSISTS  AND  JOBS  REMAIN  SCARCE 
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election  jitters,  domestic  investors  drove 
the  thinly  traded  Warsaw  stock  ex- 
change down  3.8%  on  Nov.  20. 

Yet  even  if  there  is  a  slowdown  in 
gi'owth  rates,  the  direction  in  Poland  is 
clear.  A  core  of  technocrats  in  the  Fi- 
nance Ministiy  and  central  bank  is  com- 
mitted to  keeping  inflation  down  and 
reducing  deficits.  They  have  done  so 
even  through  two  years  of 
ex-communists  controlling 
Parliament.  Last  summer, 
they  engineered  Poland's  re- 
tiu'n  to  the  markets — with  a 
$200  million  Eurobond  that 
was  oversubscribed  enough 
to  raise  $250  million.  Even 
Leszek  Balcerowicz,  former 
Finance  Minister  and  archi- 
tect of  the  shock  therapy  re- 
form, agrees  his  principles 
have  been  kept  intact.  "Po- 
land has  proved  it  can  be  an 
economic  tiger,"  he  says. 

The  country  is  poised  to 
reach  developed-nation  stat- 
us. Its  banking  system,  long 
mired  in  communist-era 
problems,  is  transforming  itself  into  a 
force  for  rebuilding  industry.  With  a 
population  of  40  million,  low-cost  labor 
and  a  central  location  between  west  and 
east,  Poland  has  advantages  as  a  market 
and  a  site  for  investment:  It  is  already 
becoming  a  cannaking  hub. 

Economies  to  the  east  now  regard 
Poland  as  a  model.  Unlike  in  neighbor- 
ing countries,  early  reformers  threw 
open  borders,  cancelled  price  controls, 
devalued  the  cuirency,  and  shackled  the 
budget.  Many  scoffed  that  such  shock 
therapy  would  wreck  the  economy  or 
trigger  a  backlash  that  would  jeopai'dize 
reform.  Instead,  the  gamble  paid  off. 
STREAMLINING.  Poland  is  pulling  ahead 
thanks  to  its  thriving  corporate  sector. 
More  than  2  million  private  companies 
sprang  up  in  the  free-for-all  aftei-  four 
decades  of  communism  ended  in  1989. 
Spurned  by  state  banks,  and  unable  to 
tap  the  tightly  regulated  stock  market, 
most  entrepreneurs  have  financed  their 
initial  gi-owth  by  plowing  profits  back 
into  the  business.  Now,  more  successful 
companies  are  turning  to  commercial 
paper,  floating  bonds  on  the  Euromar- 
kets, or  winning  the  backing  of  foreign 
ventiu'e  capitalists.  "There's  a  new  class 
of  managers,"  says  Barbara  Lundberg, 
Warsaw  director  of  the  Polish-Ameri- 
can Enterprise  Fund. 

Like  their  more  aggressive  Asian 
counterparts,  Polish  managers  are  in- 
creasingly measiuing  themselves  against 
global  competition.  From  mom-and-pop 
outfits  to  conglomerates,  investments 
have  been  geared  to  streamlining  op- 
erations to  meet  world  standards. 
Thanks  to  healthy  productivity  gains  of 
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up  to  15%,  exports  have  surged  '^1%,  to 
$16.6  billion,  this  year,  despite  the  rising 
value  of  the  zloty.  More  than  200,000 
companies  now  export  from  Poland,  up 
from  just  200  five  years  ago. 

Much  of  the  dynamism  doesn't  show 
up  in  statistics.  Analysts  figure  the 
undergi'ound  economy  represents  25%  of 
gi'oss  domestic  product.  Just  take  a  trip 
to  the  western  border,  where  traffic 
jams  last  for  hours — as  Germans  line 
up  to  buy  gasoline,  clothing,  and  house- 
hold goods  at  half  what  they  pay  at 
home.  Such  trade  added  $4  billion  in 
mystery  foreign  exchange  to  the  Pol- 
ish economy  this  year  Foreign  cuirency 
reserves,  now  at  $14  billion,  are 
strengthening  the  once-feeble  zloty  even 
against  the  German  mark. 

Foreign  direct  investment,  after  a 
halting  start,  is  picking  up.  Some  $5  bil- 
lion in  direct  investment  went  to  Po- 
land between  1990  and  1994.  In  just  the 


first  half  of  1995,  however,  a  further  $1 
billion  has  been  plowed  into  the  country. 
Susanne  Gahler,  economist  at  J.  P.  Mor- 
gan in  London,  predicts  that  foreign  di- 
rect investment  will  gi'ow  an  additional 
$3.5  billion  by  the  end  of  1996. 

Investment  is  on  the  rise  because 
more  foreign  companies  see  the  poten- 
tial of  Poland's  domestic  market  and  its 
attractiveness  as  a  supply  base  for  both 
West  and  East.  PepsiCo  Inc.,  for  ex- 
ample, is  pumping  in  $500  million  to  ex- 
pand its  thi-ee  divisions  in  Poland:  soft 
drinks  and  bottling,  fast-food  restau- 
rants,  and  snack 

foods   and   choco-   BIG  WHEELS 
lates.  The  company  Jacekaild 
employs  6,600,  up   ,        c  f 
90%  from  two  yeai-s   ^^^^'^  ^"^^^ 

ago.  A  number  of  aim  to  make 

French  and  German   auto  parts  for 

JS"b:™"„X  the  likes  of  GM 


BEHIND  POLAND'S  TURNAROUND 


The  shock-therapy  program  that  Poland  launched  in  1990  has 
touched  off  an  economic  revolution.  Here  are  the  key  elements: 

EXPLOSION  OF  PROFITABLE  PRIVATE  COMPANIES  With  wages  fiat 
and  productivity  rising,  thousands  of  new  companies  have  plenty  of  cash 
to  finance  growth. 

SURGING  EXPORTS  Connpanies  are  gearing  their  output  to  European 
and  world  markets — as  exports  rose  37%  this  year.  Some  200,000 
companies  are  exporting,  up  from  just  200  five  years  ago. 

BENCHMARKING  AGAINST  ASIAN  TIGERS  Polish  companies,  taking 
advantage  of  falling  labor  costs,  are  striving  to  match  the  prices  of 
companies  in  countries  such  as  Malaysia,  Singapore,  and  Taiwan. 

VIGOROUS  BORDER  TRADE  Flourishing  towns  on  Poland's  eastern  and 
western  borders  are  bringing  in  some  $4  billion  in  hard  currency  a  year. 

RESTitUCTURING  STATE  CORPORATIONS  With  subsidies  eliminated, 
many  outfits  have  laid  off  thousands  and  have  become  marginally  prof- 
itable, thus  reducing  the  burden  on  the  state  budget. 


DATA;  BUSINESSWEEK 


positioning  themselves  to  supplj 
Poland's  rising  middle  class. 

Korea's  Daewoo  Motor  Co.  chose  Pol 
land  as  its  beachhead  for  auto  produci 
tion  in  Europe.  It  recently  beat  out  Gif 
by  offering  more  than  $1  billion  to  taki 
a  70%  stake  in  an  auto  plant  near  Wail 
saw.  In  August,  Daewoo  also  took  ovel 
a  sprawling  van  production  factory  if 
Lublin.  By  2000,  it  will  make  40,001 
vans  a  year,  half  of  them  for  export,  a| 
well  as  assemble  50,000  Daewoo  pas 
senger  cars.  All  6,000  workers  at  thi 
Lublin  factory  are  likely  to  be  sent  tl 
Seoul  for  training.  "Our  workers  are  al 
good  as  the  Koreans,"  says  Wieslawl 
Karykowska,  head  of  the  Solidaritj 
trade  union  at  the  plant. 

Another  wave  of  foreign  investmer 
will  come  as  Poles  begin  atti'acting  cap 
ital  for  infrastructure  projects  such  a| 
toll  roads,  which  are  crying  out  for  pr 
vate  financing.  The  electrical-power  griJ 
alone  needs  up  to  $1  billion  to  modeml 
ize,  estimates  David  Hunter,  PolanJ 
manager  for  abb  Asea  Brown  Boveij 
Ltd.  Meanwhile,  abb  has  a  big  ordel 
backlog  for  businesses  ranging  from  tun 
bines  to  robotics,  and  it  expects  annual 
sales  of  $1  billion  in  Poland  by  2000,  uj 
from  $260  million  in  1994.  The  compani 
is  using  Poland  as  a  platform  to  expanJ 
to  the  East  and  West,  abb's  workers  ii 
St.  Petersburg,  for  example,  are  traine(| 
by  engineers  from  its  unit  in  Poland. 
SHREWD.  But  foreign  companies  aren'l 
the  only  engines  for  Poland's  industrial 
revival.  Across  a  broad  swath  of  Polisl 
industry,  several  dozen  privatized  com| 
panies  are  making  a  comeback.  Agros, 
food  broker,  is  getting  into  processing 
and  distribution.  Order  books  are  ful 
at  Rafako,  a  maker  of  steam  pipes  anJ 
water  boilers,  as  Poland  renovates  itj 
energy-production  facilities.  Industrie! 
such  as  glassmaking,  heavy  manufac 
tiuing,  and  tire  making  ai-e  posting  hugj 
profit  gains  after  investing  in  computer 
and  manufacturing  technology  to  boos| 
quality  for  both  the  domestic  and  expor 
markets.  Even  many  state  companie| 
are  profitable. 

Corporate   Poland   is   filled  witl 
shrewd  business  types  such  as  Roma^ 
Kluska.  Even  in  the  old  days,  the  go\ 
ernment  couldn't  control  him.  As  dept 
ty  director  of  a  state-owned  companj 
that  repaired  cars  and  tracks  in  soutl: 
ern   Poland   in   the   mid-1980s,  hi 
scrounged  the  parts  to  assemble  an<j 
sell  cars,  too.  Irked  that  the  cost  of  er 
ergy  and  materials  exceeded  the  valuJ 
of  the  company's  output,  he  split  th^ 
plant  into  20  units  and  promised  worli 
ers  a  share  of  the  gains.  Profits  soared 
and  salaries  shot  up,  but  the  commul 
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AXA  s  size  as  one  of  the  world's  insur- 
ance leaders  and  of  our  efficiency. 
Our  clients,  each  with  different 
retirement  problems,  live  in  23 
countries  on  4  continents.  Cross 
fertilization  through  international 
synergy  groups  allows  us  to  devise 
more  innovative  and  thoughtful 
solutions. 

With  US$  250  billion  in  funds 
under  management,  we  are  also 
the  4th  largest  insurance  group 
worldwide.  So  we  are  not  speaking 
lightly  when  we  say: 


Go  ahead 


INSURANCE  &  INVESTMENT 
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The  IBM  Clohal  \etirork  lets 
Wedgivood  keep  its  master  crafts- 
people working  together  in  Britain, 
u  hile  still  servicing  customers  in 
cities  and  loa  ns  in  si'rentv  countries. 

Customer  (piestions  about  pat- 


terns (uid  availabiUty  can  b 
quickly  ansivered.  Orders  cai 
placed.  Quality  control  for  th 
h(mdcra/ied  china  is  more  eo 
maintained. 

In  all.  the  IBM  Global  Neh 
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ud  home  while  giving  them  www.ihm.com/glohcdnetwork 
reach  of  a  glohal  corporation. 

To  see  what  IBM  can  do  ==~^^ 
mprove  your  competitiveness,  ~  =;® 

/ 1  800  IBM-3.333,  ext.  K4035.         Solutions  for  a  small  planet" 
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nist  workers  council  didn't  like  it— so 
they  sacked  him. 

With  just  $12  in  his  pocket,  Kluska 
and  his  wife  founded  computer  maker 
Optimus  in  his  parents'  attic  in  1988. 
As  the  communist  j-egime  unraveled, 
Kluska  leveraged  family  property  in 
southern  Poland  for  a  $25,000  loan  at 
20%  interest  a  month.  Now,  he  holds 
35%  of  the  Polish  market  with  comput- 
ers assembled  from  Intel  chips,  Sam- 
sung monitors,  and  Microsoft  operating 
systems,  sold  thi-ough  1,100  outlets.  Af- 
ter hiring  top  Polish  engineers  to  add 
features  such  as  portable  hai'd  drives,  he 
says  that  he  can  still  undercut  imports 
from  Asia  by  20%.  Pretax  profits  are 
9%  of  $95.5  million  in  sales.  "I  never 
dreamed  we  could  abandon  the  old  sys- 
tem so  quickly,"  he  says. 

In  thriving  Warsaw,  the  unemploy- 
ment rate  is  only  1%.  In  the  countiy- 
side,  things  aren't  as  good,  but  even 
there,  those  who  were  initially  hurt  by 
reform  are  finding  new  ways  to  make  a 
living.  Bogdan  Zajac,  40,  lost  his  job  as 
a  cai'penter  at  a  state  agiicultural  coop- 
erative when  reforms  hit.  But  he  and 
his  wife,  Malgosia,  had  slowly  accumu- 
lated land  in  the  eastem  village  of  Gard- 
zienice,  where  they  grow  wheat,  sugar 
beets,  and  potatoes.  Despite  long  hours 
and  troubles  with  middlemen  who  don't 
pay  on  time,  they  have  built  a  secure 
life  for  their  three  children.  "Times  are 
easier  now  for  people  who  are  enter- 
prising," says  Zajac,  over  vodka  and 
sausages  in  their  kitchen. 

As  it  continues  to  reshape  its  econo- 
my, Poland  faces  the  classic  conundnim: 
how  to  maintain  gi'owth  wathout  trigger- 
ing higher  inflation.  Policymakers  will 
have  to  attack  three  areas:  privatiza- 
tion, reform  of  the  pension  scheme,  and 
development  of  banking  and  finance. 

Poland  has  dragged  its  heels  on  pri- 
vatization. A  program  to  sell  off  hun- 
dreds of  companies  en  masse  in  1991 
was  delayed  for  four  years  by  political 
infighting  and  conflicting  agendas  within 
the  right  and  the  left.  A  watered-down 
version  of  the  plan,  putting  413  compa- 
nies under  the  control  of  15  manage- 
ment funds,  got  off  the  ground  last  sum- 
mer. Yet  more  than  4,000  factories  are 
still  in  state  hands.  And  loss-making  in- 
dustries such  as  coal  and  steel  desper- 
ately need  to  be  restnictui-ed.  Although 
many  state  companies  began  to  shape 
up  after  the  government  eliminated  sub- 
sidies in  1990,  they  need  the  discipline  of 
demanding  shareholders  to  make  their 
exports  competitive. 

But  the  knottiest  problem  facing  the 
Kwasniewski  government  is  Poland's  gi- 
ant safety  net.  Social  spending  has 


TECH  WHIZ 
Kluska  makes 
computers 
using  imported 
parts-and  has 
a  35%  share 


surged  fi'om  8.4%  of 
GDP  in  1988  to  more 
than  20%  now. 
Some  9  million  pen- 
sioners soak  up  16%' 
of  the  budget — a 
figure  high  even  by 
European  stan- 
dards, because  lax 
rules  allow  many  to  retire  in  their  40s. 
After  ad  hoc  solutions  such  as  slashing 
pension  spending  by  10%  a  year  for 
three  years,  the  government  is  working 
on  a  plan  that  combines  state  and  pri- 
vate contributions  to  the  system. 

It's  a  pohtical  hot  potato.  Pensioners 
are  suffering  most  from  the  economic 
transformation.  Soup  kitchens  have 
popped  up.  Many  people,  especially  in 
the  countryside,  feel  they  were  better 
off  under  the  old  regime,  when  they 
could  build  houses  with  cheap  loans  and 
the  government  bought  their  gi'ain  crop. 
FILLY  FOR  SALE?  On  a  crisp  autumn 
morning  at  the  horse  market  in  the  vil- 
lage of  Piaski,  for  example,  resentment 
bubbles  up.  Fanners  leading  draft  hors- 
es glower  at  a  well-dressed  middleman 
buying  horse  meat  for  restaurants  in 
Italy — and  driving  a  hard  bargain.  The 
reformers  "have  thrown  this  country  to 
the  dogs,"  says  Boleslaw  Nucia,  68,  who 
wants  to  sell  his  filly  but  not  at  such  a 
low  price.  Even  though  he  receives  a 
$123  monthly  pension,  he  needs  extra 
money  for  a  tractor  to  work  his  27-acre 
farm.  "At  least  the  communists  gave  us 
the  right  to  a  house,  a  job,  and  food  on 
the  table,"  he  adds. 

To  continue  modernizing  the  economy, 
Poland  must  also  overhaul  its  banking 
system.  While  state-owned  banks  have 
been  cleansed  of  millions  of  bad  loans, 
they  still  are  wary  of  lending  to  Poland's 
cash-hungry  private  companies.  Instead, 
they  use  tlie  bulk  of  their  cash  to  buy 


government  debt — a  safer  bet,  and  cri 
ical  to  help  fund  social  spending.  No\ 
the  banks  seem  poised  to  take  a  mor 
aggi-essive  role  in  financing  the  econom; 
Competition  ft-om  foreign  banks  is  goac 
ing  them  into  action.  Citibank  and  sev 
eral  Dutch  and  Austrian  banks,  whic 
have  long  been  active  in  the  marke 
have  expanded  from  serving  multina 
tionals  to  attracting  Polish  exporters  a 
clients.  In  recent  months,  several  Gei 
man  banks  were  granted  licenses  o 
bought  stakes  in  troubled  Polish  banki 

The  banks  are  starting  to  put  togeth 
er  foreign  debt  offerings  for  fast-grow 
ing  companies,  and  the  mortgage  bus: 
ness  is  on  the  rise.  "There's  big  potentij 
in  mortgages,  with  the  younger  genera 
tion  a  driving  force,"  says  Slawomir  S: 
kora,  vice-president  of  the  managemen 
board  at  Powszechny  Bank  Kredytovifj 

One  fear  among  international  lend 
ers:  Poland  could  be  done  in  by  its  ow 
success.  As  exports  surge  and  foreig 
money  flows  in,  Kwasniewski's  policy 
makers  will  have  to  cut  deficits  mor 
quickly  or  risk  an  inflationary  spira 
Others  worry  that  a  strong  currenc; 
will  stifle  exports.  "I  never  imagine 
oiu-  problem  would  be  a  too-strong  zlot; 
and  huge  foreign  reserves,"  says  Rys 
zard  Kokoszczynski,  a  director  of  th 
National  Bank  of  Poland. 

Few  would  have  guessed  back  ii 
1990,  when  prices  soared  and  Hvini 
standards  plunged,  that  Poland  woul( 
have  come  so  far.  If  growth  continue 
and  the  new  regime  stays  the  course 
it's  likely  that  Polish  corporations  w'l. 
soon  be  making  their  mark  throughou 
Eastern  and  Western  Europe.  Entre 
preneurs  such  as  Jacek  and  Irena  Sz- 
are  just  getting  wanned  up. 

By  Karen  Lowry  Miller  in  Piaskf 
and  Frank  J.  Comes  in  Lublin,  vit, 
Peggy  Simpson  in  Warsaw 
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...BUT  WE   STILL  FELT  THE  NEED  F( 


After  more  than  90  years  of  experience  in  trucks  and  only  trucks,  we've  learned  to  constan 
strive  for  something  more.  Something  breakthrough.  A  little  something  on  the  si 

Introducing  our  new,  convenient  3rd  Door,  an  industry-wide  fi 
from  GMC  Truck  I  Available  on  select  Club  Coupe  GMC  Sier 
the  3rd  Door  delivers  unprecedented  utility  in  a  pickup.  It  provic 
easier  entry  or  exit  for  passengers,  as  well  as  improved  load 
or  unloading  for  other  precious  cargo.  Of  course,  our  qu 

'Excludes  other  GM  products.  -See  dealer  for  availability.  1995  GM  Corp.  All  rights  reserved.  GM,  GMC,  GMC  Truck,  Sierra,  and  the  GMC  Truck  logo 
registered  trademarks  of  General  Motors  Corporation.  Buckle  up,  America! 


LITTLE   SOMETHING  ON  THE  SIDE. 

breakthrough  ideas  didn't  end  there.  All  1996  GMC  Sierra  Vortec  V8  engines  will 
efit  from  an  increase  in  power  and  an  advanced  fuel  delivery  system.   The  result  in 
our  legendary  5.7  liter  V8  is  a  potent  increase  of  over  27  percent  in  horse- 
power, and  over  6  percent  in  torque.   So  if  you  feel  the  need  for 
something  more  and  something  on 
side,    call    1-800-GMC-TRUCK   and    ask  about 

GMC  Sierra.  We're  confident  you'll  be  impressed.     B^^M^ THE  STRENGTH  OF  EXPERIENCE 


TRUCK 
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Sports  Business 


FOOTBALL 


CANADIAN  FOOTBALL 
IS  RUNNING  OUT  OF  PLAYS 

Its  push  into  the  U.S.  is  failing-and  the  league's  future  is  uncertain 


Since  the  Baltimoi-e  Stallions  began 
playing  in  the  Canadian  Football 
League  last  year,  they  have  been 
the  wanningest  expansion  franchise  in 
the  history  of  professional  sports.  In 
their  first  two  seasons,  the  Stallions 
took  an  incredible  75%  of  their  regu- 
lar-season games.  And  on  Nov.  19,  they 
played  in  their  second 
straight  Grey  Cup, 
the  cfl's  ansvi^er  to 
the  Super  Bowl,  and 
won  it — a  first  for  a 
U.  S.-based  team. 

But  winning  isn't 
eveiything — or,  a  wag 
might  say,  anything — 
if  you're  an  American 
team  in  the  Canadian 
Football  League.  The 
league's  ambitious 
drive  into  the  U.  S. 
seems  to  be  coming  to 
grief,  and  a  National 
Football  League  ex- 
pansion into  the  To- 
ronto market  would 
threaten  the  league's 
existence. 

IMPATIENCE.  Three   

years  after  the  cfl  pushed  south,  fom-  of 
its  five  U.  S.  teams  are  threatening  to 
move  or  disband.  That  continues  the  dis- 
astrous pattern  set  after  the  1994  sea- 
son, when  only  two  of  the  four  U.  S. 
franchises  then  in  e.xistence  (the  Stal- 
lions and  Shreveport  Pirates)  stayed  put. 
The  Las  Vegas  Posse  folded,  while  the 
cfl's  fii'st  U.  S.  owner,  Fred  Anderson, 
moved  his  Sacramento  Gold  Miners  to 
San  Antonio.  Although  Anderson  says 
he's  veiling  to  stick  it  out  for  one  more 
season,  his  patience  has  been  wearing 
thin.  No  wonder:  Every  U.  S.  team  in 
the  league  is  hemon-haging  red  ink,  and 
this  yeai',  Anderson  figiu'es,  "Our  [collec- 
tive] losses  will  be  in  excess  of  $20  mil- 
lion." Concedes  Lan-y  Ryckman,  owoaer 


of  the  Calgary  Stampeders:  "The  U.  S. 
expansion  is  an  experiment  that  may 
end  up  not  working." 

The  cfl's  U.  S.  foUies  provide  fresh 
evidence  that  it's  still  impossible  to  com- 
pete with  the  "Not-so-Fun  League,"  de- 
spite the  nfl's  numerous  woes.  The 
cfl's  expansion  follows  several  other 

w 


looked  like  a  bargain,  and  it  attracte 
some  top-flight  owners,  including  Fedei 
al  Express  Chairman  Frederick  \^ 
Smith,  who  bought  the  Memphis  Ma 
Dogs.  The  cfl  secured  leases  at  sue 
big-league  stadiums  as  San  Antonio' 
Alamodome  (which  seats  59,000),  an' 
Birmingham's  Legion  Field  (75,000).  An 
it  signed  up  coaches  who  brought  in 
stant  credibility.  The  Bu-mingham  (Ala 
Bairacudas  hired  fonner  Houston  Oiler 
coach  Jack  Pardee;  the  Shi'eveport  (La 
Pirates  signed  former  Green  Bay  Pack 
ers  coach  Forrest  Gregg. 
CRIMSON  TIDE.  But  despite  rock-bottor 
ticket  prices,  no  LI.  S.  team  except  Ba' 
timore  could  average  even  20,000  fan 
per  home  game.  In  Birmingham,  th 
'Cudas — who  sank  over  $10  millioi 
twice  the  league  average,  into  their  ir 


THE  CFL'S  U.S.  WOES 


TEAM/COMMENT 


ESTABLISHED 


BALTIMORE  STALLIONS 

Expected  to  move — - 
perhaps  to  Houston 

BIRMINGHAM  BARRACUDAS 

$10  million  loss  in 
first  season 


'94 


MEMPHIS  MAD  DOGS 

Future  uncertain 


'95 


CUDAS  VS.  STALLIONS:  Even  winnmg  teams  aren't  thriving 


SAN  ANTONIO  TEXANS  '95 

Lost  $5.5  million  this 
year 

SHREVEPORT  PIRATES  '94 

Moving  to  Norfolk,  Va. 


failed  efforts  to  launch  pro  football 
leagues  in  the  U.  S.,  including  the  U.  S. 
Football  League  in  the  1980s  and  the 
nfl's  own  World  League  of  American 
Football  in  the  eariy  1990s. 

When  the  CFL  laimched  its  invasion  in 
1993,  it  hoped  to  avoid  its  predecessors' 
mistakes.  Unlike  the  usfl,  the  cfl  as- 
siduously avoided  markets  where  the 
NFL  was  entrenched.  And  the  cfl  was 
the  fii-st  to  offer  a  different  brand  of 
football:  Canadian  rules  give  teams  12 
players,  longer  fields,  and  just  three 
downs  to  advance  10  yards.  With  the 
pressure  on  to  make  each  play  count, 
many  think  the  result  is  a  faster-paced, 
more  wide-open  game. 

At  $3  million  a  franchise,  the  cfl 


augural  season — couldn't  draw  evei 
10,000  once  the  University  of  Alabam 
Crimson  Tide  started  rolling.  "In  Ala 
bama,  college  football  is  a  rehgion, 
sighs  'Cuda  Executive  Vice-Presiden 
Ty  Coppinger.  "We  don't  want  to  corn- 
back  for  another  season  if  it  means  play| 
ing  in  the  fall." 

The  U.  S.  teams  were  also  hurt  b 
lack  of  TV  exposure.  Although  espi] 
broadcast  25  cfl  games,  most  were  aireil 
on  its  second-tier  network,  esfn-2,  an(| 
drew  just  0.3%  of  available  viewers.  An( 
in  four  of  the  five  cfl  markets,  mos 
households  don't  even  receive  espn-2. 

The  futm-e  of  the  cf'l's  U.  S.  expansioij 
hinges  on  a  Nov.  29  Toronto  meeting 
the  league's  Board  of  Governors.  U.  S 


CFL  games,  broadcast  mostly  on  ESPN's  second-tier 
network,  pulled  in  only  0.3%  of  available  viewers 
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GET  TESTED  AND  GET  EARLY  TREATMENT  FOR  HIV 


CALL  1-800-342-AIDS  •  CDC  NATIONAL  AIDS  HOTLINE 


■SAN     FRANCISCO    AIDS     FOUNDATION     1993       PHOTOGRAPHED     BY     ANNIE  LEIBOVITZ 


MICHAEL  30  years  old.  Captain,  U  S 
Air  Force  ond  Veteran  of  the  Gulf  War 
Michnel  learned  he  was  HIV  positive 
two  year;  ego 

CAROL  30  years  old,  speaks  and  writes 
about  living  with  AIDS  Carol's  hod  HIV 
for  severol  yeors  she  was  diagnosed  with 
AIDS  fwo  years  ago  Carol  and  Michoel 
plan  to  renew  their  wedding  vows  on 
their  iOth  Anniversary 


Introducing  Accent  2.0. 
The  biggest  breakthrough  in 
word  professing  since  letters 
were  carved  in  stone. 

Accent  is  the  last  word  processor  you'll  ever  need, 
no  matter  how  many  languages  you  use  today,  or 
tomorrow.  And  since  Accent  runs  under  any  language 
version  of  Windows  3.1  or  Windows  95,  you  can  use 
over  30  languages,  choose  from  over  20  menu 
languages,  access  more  than  55  keyboards  and 
scores  of  fonts,  change  the  help  language,  etc... 
anywhere  and  anytime. 

There  is  an  "Accent" 
product  at  the  'Wr/fa" 
price  for  you! 


Sports  Business  I  iai 


i 


owners  will  be  pushing  for  big  changes 
They  at  least  want  a  division  that  clear 
ly  identifies  their  teams  as  American 
Some,  including  Mad  Dogs  Presiden' 
•  Pepper  Rodgers,  want  to  jettison  Cana 
dian  rules  in  favor  of  the  U.  S.  game 
"Selling  the  Canadian  game  on  Americai 
soil  has  been  real  tough,"  Rodgers  com 
plains.  Maybe  so,  but  the  Canadian; 
aren't  about  to  compromise.  A  chang( 
to  U.  S.  rules  "would  be  divisive  and  wil 
not  be  negotiable,"  says  cfl  Chairmai 
John  Tory. 

Instead,  the  cfl  seems  headed  for  an 
other  game  of  musical  markets.  On  No\ 
14,  the  Shreveport  Pirates  announcec 
plans  to  move  to  Norfolk,  Va.  And  Jamei 
L.  Speros,  who  as  owner  of  the  Stallion 
■wall  have  an  nfl  team  in  his  town  if  thi 
Cleveland  Browns  move  to  Baltimore! 
says  that  he  has  "been  flying  all  ovei 
the  country  looking  for  a  new  home"  foi 
his  team.  Speros  says  the  chances  are 
pretty  good  he'll  move  the  StaUions  tc 
Houston.  With  Birmingham  and  Mem- 
phis still  mulling  where  and  even  wheth- 
er they'll  play  in  '96,  only  San  Antonio's 
Anderson  is  committed  to  staying  put| 
But  even  he  wonies  that  'It  wtU  be  ve: 
tough  [to  siu-vive]  if  we  don't  have  ai 
least  four  U.  S.  teams." 
ARGO  ANGST.  "We're  still  committed  t 
seeing  if  we  can  be  successful  in  th' 
U.  S.,"  says  cfl  Commissioner  Larr 
W.  Smith.  But,  he  warns,  "We've  al 
ways  had  a  backup  plan"  in  case  th( 
U.  S.  adventure  aborts:  "to  retrench  i 
Canada."  That  would  hardly  end  th 
league's  problems,  however.  At  best 
two  of  the  eight  Canadian  teams  will 
turn  a  profit  this  year  Worse,  there's 
growing  concern  about  the  team  in 
Canada's  largest  market,  the  Toronto 
Argonauts.  The  Ai'gos  are  up  for  sale, 
losing  money,  and  thi*eatened  by  a  well- 
heeled  effort  to  bring  an  nfl  franchise 
to  the  Toronto  Skydome,  where  the  Ar- 
gos  play. 

That  effort  is  being  led  by  Paul  God- 
frey, chief  e.xecutive  of  Toronto  Sun 
Publishing  Coip.,  who  played  a  key  roL 
in  bringing  Major  League  Baseball  b 
Toronto  in  1977.  "I  hope  to  have  an  nfi 
team  in  Toronto  by  the  year  2000,  i 
not  sooner,"  says  Godfi'ey,  who  boasts  h 
could  sell  10  years'  worth  of  nfl  tickets 
before  the  opening  kickoff.  Although] 
ther-e's  no  guarantee  Godfi-ey  will  gi-ab  a 
team,  Argo  President  Bob  Nicholson 
admits  he's  worried.  "Fve  never  seen  a 
scenario  where  both  teams  [the  Argos 
and  an  nfl  squad]  could  survive  in  To- 
ronto," he  says.  And  if  the  Argos  fail, 
many  Canadians  believe  the  end  of  the 
83-year-old  CFL  wouldn't  be  far  behind. 
By  William  C.  Symonds  in  Toronto 
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THE  SOFTWAR 
REVOLUTION 


The  Internet  changes  every- 
thing. Coming  soon:  Cheap, 
Web-ready  mini-programs.  No 
wonder  the  giants  are  jumpy 

IiniiL'iiic  t  hai  to  read  this  maj^azine,  you  needed  a  special 
pio^rani  Ibi-  the  text,  another  program  to  view  the  pho- 
tograplis,  and  yet  another  to  look  at  the  charts.  Or,  to 
watch  your  favoi'ite  TV  shows,  you  needed  a  ('MS  viewer 
to  watch  David  Letterinan  and  an  Nuc  viewer  to  watch 
Seinfeld.  Oh,  yes — you'd  also  wind  up  buying  a  new,  "uj)- 
graded"  viewer  every  year  oi-  two.  And  to  make  sui'e  that 
viewer  does  its  best,  you'd  buy  a  new  'I'V,  too. 

You  wouldn't  stand  for  it.  Hut  this  is  prcci.sely  what  coni- 
pulcr  users  have  Ix'cn  (loiiig  for  years.  At  the  root  ol'  this 

situation  is 
the  way  that 
software  is 

  created,  dis- 

ti'ibut(>d,  and 

I'rogranis  sucii  as  spreadsheets  or  woi'd  pi'ocessing 
paclsages  are  wr'itten  for  a  particular  type  of  hardware  and 
ojierating  system — so  your  Windows  Kxcel  spi'eadsheet  won't 
work  on  your  Macintosh.  And  even  if  they'iv  written  for 
the  sani(>  o})erating  system,  programs  from  different  soil- 
ware  makers  won't  woi'k  easily  together.  Worse,  ])rog)"ams 
IVom  the  same  suppliers  don't  necessarily  work  easily  to- 
gether because  data  must  be  lU'nmged  in  a  paiiiculai*  way  foi" 
each:  Your  s|)rea(isheet  package  can't  deal  with  the  text 
IVom  youi-  word  [)i-ocessing  package,  and  vice  versa. 

One  way  sol'tware  makers  have  gotten  around  this  is  by  cre- 
ating "bloatware" — ever-fatter  packages  that  throw  in  dozens 
of  new  featui'es  With  (>ach  upgrade,  the  customer  has  k'ss  need 
1(1  look  elscwlicic.  Today,  the  most  iiopuhw  business  softwai'e 
comes  in  "suites,"  collections  of  programs  sold  as  (le(>ply  dis- 
counted bundles  surrounded  by  gobs  of  new  code  to  make  it 
ap[)ear  that  the  i)rogi-ams  actually  mesh  with  one  another. 

This  may  not  be  the  best  solution  foi'  computer  users  who 
just  want  a  blotter  way  to  get  at  the  information  they  need. 
Hut  it's  great  lor  i>('  and  softwar-e  makers.  The  escalating  de- 
mands of  bloatware  drive  sal(>s  of  evcM'-moi'e-powerful  com- 
puters, creating  an  unholy  alliance  between  soll  wai-e  and  hard- 
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ware  makers.  This  fall,  for  example,  millions  of  con- 
sumers who  want  Microsoft  C'orp.'s  Windows  !)5  op- 
erating system  will  spend  billions  to  li-ade  up  to  Pc;s 
using  Intel  ('or]).'s  s])ee(ly  Pentium  chips. 

Why  do  customers  go  through  this?  'Hiey  have  few  al- 
ternatives. The  "Wintel"  standard  ti'cs  that  run  Micmsoft 
Windows  and  use  Intel  processors)  re|)res{>nts  <S0%  of 
sold,  [)roviding  a  standard  "i)latform"  of  hardware  and  op- 
erating-system software  that  hundreds  of  PC  makers  sell. 
That  keeps  jjiices  low  and  ensures  that  there  will  ho  thou.sanils 
of  programs  available.  Wintel  is  also  a  huge  improvement 
over  the  bad  old  days  when  customers  were  locked  in  to  imm  or 
Digital  K(iuipment  Corp.  machines  because  they  used  soli 
wai'e  that  ran  only  on  those  bi-ands.  But  even  with  Wintel 
compute)'  buyei's  ar(>  locked  in  to  the  i)latform:  They  get  ad-l 
vances  only  when  Mici'osoft  and  Intel  deliver  them,  and  tlu  ' 
pay  whatever  Microsoft  and  Intel  determine  they  should. 

What  if  this  cycle  could  be  broken?  What  if  ycai  coukl  lind 
the  infoi-mat  ion  you'r(>  allei-  without  liaving  to  take  into  account 
what  kind  of  progi'am  to  use,  what  com])uter  it  nms  on,  or  8 
what  kind  ol'  foi'inat  it's  in?  What  if  .software  as  we  know  it 
were  to  disappear?  What  if  software  could  be  reinvented? 

Well,  that's  exactly  what's  beginning  to  happen — and  at  a 
l)ace  nobody  in  the  computer  industry  antici])ated.  The  force 
that's  shaking  the  foundations  of  the  old  softwai'e  business  is 
the  Internet  and  its  gi'aphical  subnetwork  known  as  the  f  i 
Woi'ld  Wide  Web.  First,  tlie  Internet's  TCl'/ll'  communica- 
tions standards  made  it  possible  foi'  tens  of  millions  of  com- 
puters using  different  operating  systems  and  api)lications 
pi'ograms  to  "tali;"  witii  one  another — whether  they're  on  a 
local-area  netwoi'k  or  positioned  at  opposite  ends  of  the 
globe.  Then,  the  Web's  H'I'MI,  (hypertext  markup  language) 
gave  all  these  computers  a  lingua  franca  for  displaying  in- 
formation in  grapliical  "pag<>s." 
FALLING  INFORMATION  WALLS.  Ill  the  two  years  .since  the  Web 
and  the  Mosaic  program  for  viewing  its  jiages  emerged  from 
ri'search  labs,  the  Web  has  turned  into  a  huge  virtual  disk 
drive.  It's  crammed  with  ev(M'y  jiossible  form  of  information— 
from  online  magazines  to  digitized  film  archives  to  radio  pro- 
grams— all  available'  at  the  click  of  your  mouse  on  a  blue  "hy- 
jierlink."  The  same  Web  document  is  accessible  to  anyone 
with  an  HTML  browser,  wh(>ther  it's  on  a  Unix  workstation,  a 
Windows  PC,  or  a  Macintosh.  Says  Rusty  Rahm,  president  of 
StarNine  Systems,  a  maker  of  Web  software  for  Apple  com- 
puters: "On  the  Internet,  nobody  loiows  you're  a  Mac." 

Suddenly,  tiie  bari'i(>rs  that  have  kept  infonnation  ft'om  flow- 
ing between  difTerent  brands  of  computers  and  software  have 
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It's  Everyware! 

The  Internet  and  its  World  Wide  Web  ha  ve  created  an  infrastructure  for 
delivering  inforination  to  computers  virtually  anywhere.  Now,  the  same 
thing  is  happening  to  software,  thanks  to  Web  programs  such  as  Sun 
Microsystems'  Java.  The  result:  A  revolution  in  software. 

SOFTWARE  TODAY 

HARDWARE  LOCK-IN  Programs  written  for  a  specific  type  of  computer  "platform"  lock 
customers  into  hardware  that  runs  the  software  they  need.  The  "Wintel"  standard  (Intel-based 
PCs  using  Microsoft  Windows)  gives  a  wide  choice  of  PC  brands.  But  customers  are  locked  in 
to  the  Wintel  platform. 

UPGRADE  TREADMILL  Every  two  years  or  so,  applications  and  operating-systems  developers 
trot  out  upgrades  and  cram  in  new  features  that  push  the  limits  of  hardware.  To  handle  a 
major  upgrade  such  as  Windows  95,  millions  of  customers  are  forced  to  replace  computers 
that  still  work  perfectly  well. 

DISTRIBUTION  Today,  software  comes  loaded  on  the  hard  drive  of  your  computer  when  you 
buy  it  or  in  a  box  from  a  software  store.  This  complex  distribution  chain  adds  to  cost  and 
often  forces  consumers  to  buy  more  than  they  want. 

BLOATWARE  Packaged  software — programs  such  as  word  processing  packages — have 
mushroomed  into  "bloatware."  They're  huge — some  more  than  50  megabytes — slow,  and 
crammed  with  features  that  most  people  never  use. 

IN  THE  INTERNET  FUTURE 

HARDWARE-INDEPENDENT  STANDARDS  A  package  written  using  a 
Web-compatible  software  language,  such  as  Java,  will  run  just  as  >r 
well  on  a  PC  as  on  a  Mac — or  on  a  future  Internet  appliance. 

SOFTWARE  ON  DEMAND  in  the  networked  era, 
computer  buyers  can  jump  off  the  upgrade 

treadmill.  Instead  of  waiting  for  the  creator  of 
your  favorite  program  to  add  a  key  feature  or 
fix  a  flaw,  you  can  buy  it  on  the  Net  from  the  software 
supplier — or  an  enterprising  competitor — as  soon 
as  the  improvement  or  patch  is  ready. 

« OBJECT  TECHNOLOGY  Java  and  other  new 
programming  systems  are  "object-oriented,"  which  means  that 
data  and  the  software  needed  to  use  them  are  merged  into  so-called 
objects.  An  object  called  "quarterly  sales,"  for 
example,  might  have  the  data  and  the  pro- 
gramming needed  to  construct  a  bar  chart,  ^^-i^ 

APPLETS  Forget  bloatware:  You'll  be  able  to 
purchase  (or  even  rent)  little  bits  of  software  for 
specific  tasks  as  you  need  them.  Many  applets 
will  be  object-based  and  may  be  intended  for  a 
one-time  use  only — say,  an  applet  for  ordering  a 
free  sample  from  a  publisher  over  the  Internet. 
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"  The  two  most  exciting 
things  right  now  in 
software  are  objects 
and  the  Web" 

STEVE  JOBS 

NeXT  Computer 


begun  to  cinmble.  The  next  step  will  be  critical:  using  the 
Web  not  only  to  make  the  same  infomnation  available  to  all 
wdred  machines  but  to  let  them  share  the  same  programs.  If 
that  can  be  done,  there  will  be  a  basic  sliift  in  the  software 
business  no  less  seismic  than  the  fall  of  the  Bei-lin  Wall.  It,  too, 
portends  a  new  world  order  and  vast  new  opportunities. 
The  new  software  order  will  reflect  the  character  of  the  In- 
ternet itself.  Barriers 
to  entry  will  be  mini- 
mal: Anybody  with  a 
netwoi'k  link  can  play. 
Costs  of  goods  sold  will  be  the  price  of  sending  some  bits 
down  the  wii-e.  Bloatwai-e  blockbustere  costing  hunch-eds  of  dol- 
lars may  give  way  to  software  on  demand — snij^pets  of  new 
progi-amming  that  come  across  the  Net  like  E-mail.  In  short, 
the  InteiTiet,  says  Eric  Schmidt,  chief  technology  officer  at 
Siui  Microsystems  Inc.,  "enables  the  deconstiiiction  and  the  con- 
stniction  of  a  new  economic  model  for  the  software  industiy." 
WINTEL'S  DISCONTENT?  Wliat  of  the  old  model?  In  the  face  of 
the  Web — a  tnaly  universal  standard — the  prevailing  Wintel 
standard  doesn't  look  so  unshakable.  And  the  huge  pi'ofits  that 
Microsoft  and  Intel  get  by  setting  the  standaixls  don't  look  so 
safe.  Since  September,  the  hardware  business  has  been 
buzzing  about  low-cost  "Internet  apphances"  that  will  chal- 
lenge Intel  I'Cs. 

Now,  Mici'osoft  is  in  the  hot  seat.  On  Nov.  16,  Rick  G. 
Sherlimd,  the  influential  Goldman,  Sachs  &  Co.  analyst,  cb'opped 
Microsoft  from  the  firm's  recommendefl  list,  citing  slowei'  sales 
growth  in  conventional  i>('  software  and  warning  of  the  lising 
challenge  to  the  giant  fi-om  Internet  software  suppliers.  The 
Web,  he  noted,  "is  a  seiious  tlu'eat  to  Microsoft's  ability  to  set 
stanflards  for  important  parts  of  the  industry." 

The  news  of  Sherlund  s  downgrade  sent  Microsoft  shares 
tumbling  7%,  to  87)<  in  two  sessions — and  boosted  Internet 
stocks.  In  an  ironic  twist,  the  already  white-hot  shares  of 
Netscape  Communications  Corp.  passed  110!^,  making  com- 


Gai 


pany  founder  James  H.  Clar-k  the  newest  software  billionaire  ^ 

Despite  this  dramatic  reversal  on  Wall  Street,  William  H 
Gates  III,  the  fu"st  software  billionaire,  is  not  exactly  on  hi 
way  to  oblivion.  All  the  Internet  software  upstarts  combinet 
are  a  mere  speck  compared  with  his  $6  billion  empire.  Anc 
now,  his  organization  has  gotten  the  Internet  religion — bi 
time.  Gates  has  made  it  cleai-  to  all  his  troops  that  the  Nejii' 
and  the  Web  are  now  Mici'osoft's  highest  priority. 

All  Microsoft's  products,  from  Windows  to  Word  to  Excel 't^ 
are  being  extended  to  embrace  the  Net.  Gates's  new  book 
The  Road  Ahead  (page  13),  is  largely  about  the  Net.  And  a  W 
Comdex,  the  giant  computer-industry  show  held  in  mid-No  <1'" 
vember.  Gates  used  his  keynote  speech  to  sketch  out  ways  ii  ^'  t 
which  Microsoft  plans  to  build  a  new  set  of  Net  software  oi  m 
top  of  its  existing  progi-ams.  "The  Internet  is  nothing  bu 
good  news  for  software,"  he  said.  "When  you  get  low-cos 
communications,  you  want  more  software  to  help  peopli !) 
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WHO  MAY  WIN 


NETSCAPE  Its  Navigator  browser  could  become  t  Ii 
Windows  of  the  Web.  _  _  ext 

IS 


SUN  Java  is  gaining  a  fast  following  among 
programming's  vanguard.  The  challenge:  Turn 
Java  into  a  moneymaking  business. 


SMALL  DEVELOPERS  Using  the  Net  to  distribute 
software  opens  the  market  to  small  developers  \ 
could  not  crack  the  old  business. 
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are  infoiination  and  collaborate.  It  means  the  PC  is  a  more 
levant  device  to  a  broader  set  of  people." 

Gates's  challenges  may  be  more  structural  and  managerial 
i  an  technical.  Microsoft  finds  itself  in  a  position  similar  to 
l  at  of  IBM  a  decade  ago,  when  the  PC  revolution  began 
reatening  the  mainframe  business:  Even  as  he  tries  to 
ove  into  the  new  market,  he  can't  afford  to  let  up  on  eftbrts 

stay  on  top  of  the  old  industiy.  Operating  systems  and 
ickages  such  as  Microsoft  Office  are  where  all  the  rev- 
lues  are  now — and  the  soiu'ce  of  the  85%  gi'oss  mai'gins  that 
ipport  the  massive  organization.  What's  more,  Gates  con- 
■des  that  having  the  lead  in  PC  software  may  not  land  him 
!ar  the  top  of  the  new  order.  "We're  in  a  business  where  no 
nount  of  success  guarantees  future  success,"  he  says. 

Meanwhile,  thousands  of  progi'ammers  and  computer  de- 
gners  are  racing  to  prove  that  on  the  Web,  there's  a  better 
ay — a  chance  to  end  software  lock-in  forever  and  perhaps 

lance  of  Power 

HO  STANDS  TO  LOSE 

JOFTThe  software  giant  has  the  most  to  lose  if 
;  extend  its  influence  to  the  Web. 

TUS  The  Internet  provides  a  low-cost  way  to  do 
)f  the  basic  tasks  performed  by  Lotus  Notes.  A 
Bndly  Notes  is  a  must. 

ERS  Some  consumers  will  continue  to  shop  in 
but  more  and  more  software  will  be  distribut- 
'  the  Net. 


make  bloatware  obsolete.  The  breakthrough  technology?  It 
could  be  a  progi'amming  language  from  Sun  Microsystems 
called  Java. 

Once  a  computer — no  matter  what  brand — is  equipped  with 
Java  "client"  software,  it  can  nm  any  Java  application  that 
comes  across  the  Net.  Click  on  a  hyjaerUnk  to  youi'  bank  to 
check  loan  rates  and  you'll  get  the  data  as  well  as  a  Java  "ap- 
plet," a  special  application  progi'am  to  calculate  what  your 
monthly  payments  would  be  for  different  amounts  and  differ- 
ent loan  lengths  (page  82).  Soon,  little  Java  progi*ams  may  hit 
youi-  PC  the  way  E-mail  does.  "The  Web  turned  the  Internet 
into  a  giant  disk  chive,"  says  Mai'k  Pesce,  a  San  Francisco  cre- 
ator of  Web  software  and  a  Java  enthusiast.  "Java  turns  the 
Internet  into  a  giant  processor." 

JAVA'S  MASSIVE  BUZZ.  Java  embodies  two  key  attributes  of  the 
new  software  business.  It  is  designed  specifically  for  the  Net, 
and  it  is  an  object-oriented  programining  tool,  based  on  the  ob- 
ject language  C*^.  Object  technology  turns  conventional  soft- 
ware on  its  head.  Since  the  earliest  days  of  computing,  pro- 
gi'ams  and  data  have  been  rigidly  separated.  The  financial 
infomnation  you  want  to  assess  and  the  progi'am  that  does  the 
number-crunching  are  completely  independent,  yet  useless 
without  one  another.  With  object  technology,  infoiTnation  and 
progi'amming  ai'e  merged.  Tliese  "objects"  behave  the  way  ob- 
jects in  the  real  world  would:  One  called  "checkbook"  might 
tally  up  your  checking  account,  for  example. 

Object  progi'amming  is  ideally  suited  for  the  Net  era — 
when  computer's  will  function  moi'e  as  multimedia  communi- 
cations devices  and  less  as  gloi-ified  calculator  and  tv^iewritere. 
With  objects,  infoi'mation  comes  to  the  forefront,  and  the  pro- 
gram that  places  it  on  youi'  screen  recedes.  "Tlie  result  of  this 
is  that  softwai'e  takes  its  place  as  a  means  rather  than  an  end," 
says  Clifford  J.  Reeves,  dii'ector  of  IBM  workgi'oup  ai'chitectiu'e. 

While  Java  is  generating  a  massive  buzz  in  the  computer  in- 
dusti'y,  it  is  just  one  of  many  new  progTamming  schemes  that 
have  suddenly  become  practical  on  the  Web.  Steven  P.  Jobs's 


NeXT  Computer  Inc.,  for  instance,  is  reorienting  its  object-pro- 
gi-amming  softwai'e  for  the  Net.  "The  two  most  exciting  things 
right  now  in  software  are  objects  and  the  Web,"  says  Jobs,  ibm 
and  Apple  Computer  Inc.  have  been  promoting  a  distributed- 
object  scheme  called  OpenDoc.  Apple  is  now  working  on  tech- 
nology called  CyberDog  that  lets  developers  hnk  OpenDoc 
objects  to  the  Internet.  And  separately,  ibm  is  developing  a 
framework  for  embedding  different  types  of  objects  in  Web 

documents. 

There  will  be  Java 
rivals,  too.  While  con- 
sidering licensing  Java, 
IBM  is  working  on  its  own  "Web-executable"  language.  It's  a 
combination  of  a  new  progi'amming  language  called  Bart  and 
LotusScript,  the  development  software  that  will  ship  with  an 
upcoming  release  of  Notes,  ibm's  Lotus  subsidiary's  gi'oupware 
progi-am.  Netscape — which  will  bundle  Java  into  the  next 
release  of  its  Navigator  browser — has  its  own  language, 
called  LiveScript.  It's  based  on  Java,  but  easier  to  use.  And 
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Microsoft  says  it  will  have  a  Java  equivalent  in  its  Visual  Bi  sfff' 
sic  language — once  that  is  adapted  to  the  Net.  0 

From  tiny  one-person  shops  to  startups  staffed  by  prom; 
nent  Sihcon  Valley  executives,  the  Net  is  teeming  with  ne\  iiK 
Web  software  companies.  Most  wouldn't  have  a  prayer  in  th 
conventional  software  market.  But  the  Net  represents 
green  field  where  no  software  maker  dominates.  "The  Inteil 
net  changes  eveiything,"  says  J.  Neil  Weintraut,  managing  d  N 
rector  for  technology  research  at  Hambrecht  &  Quist  Inc 

Stall  with  something  as  simple  as  distribution.  Today,  soft 
wai'e  makers  spend  huge  simis  to  crank  out  cUsks,  put  them  i 
appealing  packages,  and  move  them  through  wholesalers  t  si. 
store  shelves.  Then,  they  spend  millions  more  on  advertisin  IciW 
to  get  customers  to  go  into  the  stores  and  buy.  On  the  Web, 
customer  simply  clicks  a  few  onscreen  buttons,  and  the  softlEvei 
ware  comes  back  across  the  line.  When  thei'e  is  a  new  versio  tsi 
of  software,  "you  turn  on  your  network  computer  and  it  wi  iwi 
show  up.  There  is  no  store  to  go  to.  There  is  no  installation, 
says  Ellison.  Today,  it  can  take  anywhere  from  several  minute|»' 
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MEET  JAVA.  THE  INVISIBLE  COMPUTER 
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What  is  this  thing  called  Jav 
And  how  might  it  revolutifc 
the  Internet,  if  not  the  ent  t 
software  business? 

Java  is  a  computer  language  th^k 
Microsystems  Inc.  designed  just  fc  ie  ii 
work  computing.  Any  program  wr 
in  Java  can  run  in  any  computer  o 
lal  device,  from  pes  to  machine  to(  kre 
Sounds  hke  like  hocus-pocus?  It's  i  er 
But  there  is  a  gimmick:  To  make  t  (the 
setup  work,  you  must  hide  a  sepai  ;1 
Java  "computer"  inside  each  gadgt 

The  computer  is  a  "vittual  mach  of( 
piece  of  software  that  lets  any  con 
simulate,  perfectly,  an  ideal  and  st:  m\ 
dai'dized  Java  computer.  As  far  as 
Java  program  knows,  this  simulatife  t 
the  genuine  article — a  complete  co;  lions 
er  with  disk  chive,  display,  memor 
everything  else.  The  viilual  machii 
ecutes  Java  progi-ams  by  "inteipre 
theu"  commands  one  by  one  and  co 
manding  the  underlying  computer 
perform  all  the  tasks  needed  to  viTit  Js 
text  to  a  screen  or  pull  data  from  ; » [ 
say.  There's  a  small  penalty  to  be  } 
performance  because  of  this  inteip 
tion  step.  But  the  two-step  proced 
also  helps:  No  Java  program  is  alk  s  i 
to  really  penetrate  your  computer, 
you  can  be  reasonably  certain  it  w|e 
imleash  viruses  to  infect  youi-  systi 
There's  vast  potential  in  this  c( 
er-within-a-computer  scheme:  It  c 
millions  of  otherwise  incompatible 
puters  all  use  the  same  Java  soft\  feif 
At  first,  that  will  be  limited  to  the  r 
sands  of  tiny  progi-ams — or  "appk 
stored  within  pages  on  the  Intern  1 
World  Wide  Web.  Already,  such  p  h,t 
grams  are  livening  up  static  Web 
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development  by  small  developers  who 
couldn't  afford  to  v^^ork  with  Microsoft " 

NOVA  SPIVACK,  WITH  JACK  HIDARY 

EarthWeb 


82  BUSINESS  WEEK  /  DECEMBER  4.  1995 


several  hours  to  download  a  program,  but  high-speed  com- 
inications  will  make  electronic  distribution  more  practical. 
The  way  you  pay  for  software  will  change,  too.  Instead  of 
ying  a  one-time  license  fee,  which  entitles  you  to  peipetu- 
use  of  a  program,  you  may  pay  for  software  the  way  you 
y  for  a  magazine.  For  example,  softwai'e  companies  may  of- 
•  subscriptions  that,  for  an  annual  fee,  entitle  you  to  un- 
lited  usage  and  the  latest  updates  to  a  program  or  group  of 
ograms.  At  the  same  time,  all  sorts  of  network  services — 
)ck  quotes,  digital  photo  archives,  bill-paying  services,  and 
3  like  will  be  delivered  online,  along  with  software  to  use 
3m.  '"What  you're  really  selling  is  a  service  fielded  over  the 
ternet — the  software  comes  for  ft-ee,"  says  John  Landry,  a 
•mer  Lotus  executive  and  now  an  IBM  consultant. 
Eventually,  all  we'll  think  about  is  the  content — we'll  assume 
3  software  is  there.  "The  lines  between  content  and  appli- 
tions  are  blui'ring,"  says  Marc  Andreessen,  the  24-year-old 
ogi'ammer  who  helped  dream  up  Mosaic,  the  original  Web- 
awsing  software,  and  is  now  vice-president  for  technology  at 


Netscape.  Helping  the  process  will  be  Java  and  other  Web-pro- 
gramming systems  that  make  it  possible  to  ship  "interactive 
content"  across  the  Net.  An  example  might  be  an  electronic 
catalog  that  includes  a  Java  applet  for  ordeiing.  When  you  hit 
the  "buy"  button,  the  progi'am  will  execute  on  your  comput- 
er— then  vanish  when  the  transaction  is  complete.  Scott  Mc- 
Nealy,  Sun's  ceo,  calls  it  disposable  software. 

Bloatware,  on  the  other  hand,  is  just  about  the  opposite: 
It's  big,  it's  not  cheap,  and  it  requires  a  long-term  commit- 
ment. And  because  of  these  characteristics,  the  biggest  com- 
panies ai"e  almost  guaranteed  to  win  the  bloatware  game.  Af- 
ter an  investment  of  thousands  of  programmer-years  of  eff"ort, 
Microsoft  or  Lotus  or  WordPerfect  brings  out  a  new,  bigger 
release — loaded  with  features  that  most  customers  will  nev- 
er use,  such  as  math  equation  editing.  The  latest  Microsoft  Of- 
fice suite,  for  example,  needs  55  megabytes  of  disk  space 
and  a  Pentium-class  computer  to  nan  at  peak  fonn.  And  in- 
stalling these  hefty  progi'ams  has  become  a  drawn-out  affair. 

For  corporations,  this  has  helped  push  the  annual  cost  of  sup- 


imated  cartoons,  rolling  stock 
and  little  spreadsheets  that  in- 
analyze  incoming  data.  Millions 
luters  now  have  the  Java  virtual 
i  installed  as  part  of  Netscape 
nications  Inc.'s  Web-browser 
e  and  Sun's  competing  package, 
lotJava. 

important,  though,  Java's  abili- 
de  incompatibilities  could 
the  rules  of  the  software  indus- 
and  off  the  Net.  With  Java 
here,  software  companies  would 
er  have  to  create  unique  ver- 
■  their  products  for  machines 
;  Microsoft  Windows,  Macintosh- 
Unix  workstations.  They  could 
of  compatibility  even  with  com- 
not  yet  invented.  Says  Steven 
movich,  a  Morgan  Stanley  &  Co. 
er  analyst:  "Java  could  bring 
he  total  liberation  of  software 
ions  from  any  [hardware]  plat- 
insiderations."  Or,  as  Sun  says  it: 
once,  run  anywhere." 
ORGANIC."  And  not  just  on  com- 
The  virtual  machine  program  is 
only  64,000  bytes — so  it  may 
^t  used  in  cellular  phones  and  TV 
ric  E.  Schmidt,  Sun's  chief  tech- 
officer,  predicts  that  with  Java 
on  a  virireless  network,  you 
)rowse  airline  flight  data  on  a 
screen,  book  a  seat,  and  pay  for 
phone  would  only  need  enough 
•e  to  run  the  Java  applets  that 
s  way. 

possibilities  are  nearly  limitless, 
/eb,  a  New  York  Web  developer, 
.0  let  people  shop  online  by  drag- 
3tures  of  items  into  a  shopping 
r  example.  "Java's  empowering  a 
dous  wave  of  new  development 
11  developers  who  couldn't  afford 
i  vrith  Microsoft,"  says  Nova  Spi- 
xecutive  vice-president. 


Java:  "Hardware"  Made  Out  of  Software 
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The  Java  Virtual  Machine  is  a  compact  pro- 
gram that  could  reside  in  any  computer. 
Once  it's  there,  the  computer  can  run  any 
Java  applet  that  comes  across  the  Network. 


HANDHELD  COMMUNICATOR/ 
FUTURE  CELLULAR  PHONE 

Even  a  tiny  gizmo  can 
handle  the  Java  client. 
A  cheap  handheld  de- 
vice, for  example,  could 
reach  across  the  net- 
work and  use  a  Java 
applet  to  book  a  ticket. 
The  applet  disappears  as 
soon  as  the  job  is  done. 


JAVA 
VIRTUAL 
MACHINE 


APPLE  MACINTOSH 

To  make  sure  her  finan- 
cial model  is  always  up 
to  date,  an  analyst  pro- 
grams her  computer  to 
automatically  reach 
across  the  Net  for  fresh 
stock  prices.  A  Java 
applet  handles  all  the 
communications  and 
display  duties. 


IBM-COMPATIBLE  PC 

The  user  orders  an 
animation  or  film  clip. 
The  file  comes  back 
from  the  Internet, 
including  the  Java  pro- 
gram— or  applet — to 
play  back  the  clip.  The 
software  stays  on  the 
machine  to  run  other 
clips  in  the  future. 


Most  critically,  Java  looks  like  it  vdll 
play  a  key  role  in  bringing  additional 
functions  to  the  Internet  itself.  What 
makes  the  Net  so  powerful  is  its  strict 
use  of  standardized  protocols,  which  let 
all  computers  participate  in  complex 
services  such  as  the  Web.  With  Java, 
new  protocols  could  sweep  the  Net  in 
almost  no  time  and  help  new,  Netwide 
services  get  off  to  a  flying  start.  By  dis- 
tributing bits  of  fresh  Java  code  across 
the  Net,  you  could  automatically  bring 
new  capabilities — a  cool  new  compres- 
sion progi'am  for  running  video,  say — to 
millions  of  computers  instantly. 

The  effect  would  be  to  greatly  accel- 


erate  the  Internet's  already  frenetic 
evolution.  "Everything  becomes  more 
organic,"  says  Mark  Pesce,  inventor  of 
VRML,  a  Web  protocol  for  displaying  3-D 
objects  and  spaces.  Indeed,  the  Java 
virtual  machine  is  even  able  to  update 
itseff  automatically  by  calling  over  the 
Net  for  the  latest  extensions. 

Still  sounds  like  magic?  There  are 
skeptics,  to  be  sure.  But  if  Java  only 
fives  up  to  a  portion  of  what  Sun 
promises — and  what  Java  programming 
junkies  predict— the  Net  and  the  mil- 
fions  of  computer  users  who  gravitate 
to  it  are  about  to  get  a  refreshing  jolt. 

By  John  W.  Verity 
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Five  essential  functions.  One  machine. 
Connbine  a  Xerox  Document  WorkCenter'"  250  with 
your  brilliant  ideas,  and  you've  got  everything  you 
need  to  do  your  best  work  ever.  Right  at  home. 

It's  a  fax,  a  printer,  a  copier,  a  scanner  and  a  PC 
fax.  Everything  about  the  Document  WorkCenter 
was  designed  to  make  you  more  productive,  more 
professional  than  ever. 

It  handles  multiple  jobs  simultaneously,  so  you'll 
never  miss  a  fax  or  wait  to  print.  And  super-high  reso- 
lution means  clear  text  and  crisp  images.  Everything 
looks  smart  and  professional.  Including  you. 

We've  even  included  award-winning  TextBndge 
Professional  Edition  software.  This  easy- 
to-use  package  lets  you  scan  in  any  document 
from  the  Document  WorkCenter  straight  into  your 
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The  all-in-one  office  partner. 


own  word  processing  program.  Imagine  bringin; 
paper  to  life.  No  re-typing.  No  wasted  time 

The  Document  WorkCenter's  easy  to  install,  es 
to  use.  And  it's  also  easy  to  afford.  The 
price  even  includes  our  Service  While 
You  Sleep  program,  a  big  part  of  the 
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fox  commitment  to  customer  service.  It  means  if  you 
Quid  ever  have  a  problem,  we'll  bring  a  free  replace- 
9nt  to  your  door  the  next  business  day. 

Visit  Office  Depot,  OfficeMax  or  Staples  to  learn 
ore  and  take  one  home.  You  can  also  visit  us 
http://www.xerox.com/soho.html  or  just 
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porting  a  PC  user  to  about  $8,000,  according  to  consultants 
Gartner  Group  Inc.  Increasingly,  coiporations  are  weighing 
the  value  of  upgi-ading  software  evei-y  two  yeai's  or  so.  This 
year,  many  coiporations  ai-e  taking  a  go-slow  approach  to  Win- 
dows 95  because  of  the  huge  costs  of  upgi'ading.  "Customers 
can't  afford  to  be  on  this  treadmill  of  bigger,  better,  faster,"  says 
Mark  A.  Tebbe,  president  of  Lante  Coi"p.,  a  systems  integi'a- 

tion  company  in  Chica- 
go. Adds  Thomas  P. 
Kehler,  ceo  of  Inter- 
net software  maker 
Connect  Inc.:  "The  softwai'e  industiy  has  been  an-ogant." 

The  Web  may  be  the  method  to  stop  this  madness.  Instead 
of  waiting  two  years  for  the  next  massive  update  to  your  fa- 
vorite office  suite,  you  may  get  the  latest  features  instantly 
off  the  Net.  Or,  instead  of  buying  a  progi'am  you  may  only 
use  occasionally,  you  may  be  able  to  rent  it.  The  code  will 
come  across  the  Net  and  will  be  usable  for  a  specilied  period. 
Think  of  it  as  just-in-time 
software. 

The  same  concept  may 
also  extend  to  operating 
systems — vrith  serious  con- 
sequences for  how  hard- 
ware is  designed.  If 
schemes  such  as  Java 
catch  on,  computers  might 
no  longer  need  ever-big- 
ger operating  systems — or 
the  expensive  Intel  chips 
they  use  today.  Low-cost 
Internet  appliances,  per- 
haps based  on  video-game 
players,  could  get  by  on 
simple,  streamlined  oper- 
ating systems  that  call  out 
to  the  Net  for  additional 
features  as  needed.  "I  see 
the  PC  going  through  this 
era  of  complexity  and  back 
to  simplicity,"  says  Ronan 
D.  McGrath,  chief  infor- 
mation officer  for  Canadi- 
an National  Railway  Co. 
in  Montreal. 

It's  an  idea  that  has  a 
lot  of  appeal  in  Silicon  Val- 
ley— not  least  because  it 
has  the  potential  to  undo 
the  dominance  of  the  Win- 
tel  standard.  One  of  the 
most  fervent  supporters  of  the  idea  is  Oracle  ceo  Lawence 
J.  Elhson.  Oracle  has  developed  an  operating  system  that 
takes  up  just  1  megabyte  of  main  memoiy,  Ellison  claims,  vs. 
as  much  as  8  megabytes  for  Windows  95.  He  says  the  pro- 
gram will  be  given  away  by  Internet  services  providers  and 
built  in  to  computers  and  consumer-electronics  gadgets  by 
next  simimer.  Aftei-  that,  says  Ellison,  it's  dowTiliill  for  the  PC. 
"I  really  think  that  Windows  95  mai'ked  the  zenith  of  the  per- 
sonal-computer industry." 

"A  DARWINIAN  DEVICE."  Ellison  is  also  a  big  backer  of  Java, 
which  is  built  into  the  planned  Oracle  operating  system.  He 
says  the  new  setup  will  have  special  appeal  for  coiporations 
that  want  to  cut  PC  support  costs.  Improvements  to  the  soft- 
wai'e vrill  simply  show  up  across  the  Net.  "We're  talking  about 
enormous  savings  of  not  only  dollars  but  time,"  he  says. 

Pi'edictably,  Intel  CEO  Andrew  S.  Grove  dismisses  the  notion 
that  masses  of  customers  will  give  up  their  Pentium  pes  for 
cheap  Internet  cruisers.  In  fact,  he  says,  those  pes  helped 


"  You  turn  on  your  network  computer,  [the 
software]  will  show  up.  There  is  no  store  to  go 
to.  There  is  no  installation " 

LARRY  ELLISON 

Oracle 


make  the  Net  so  popular  "Where  the  hell  was  the  Interne 
before  there  were  30  million  multimedia  pcs  out  there?"  he  de 
mands.  The  PC,  he  adds,  is  "a  Dai-winian  device"  that  wil 
adapt,  as  it  always  has.  Indeed,  even  if  somebody  can  produo 
a  $500  I-way  Yugo,  there  may  not  be  many  consumers  wTlIinj 
to  give  up  all  the  other  things  a  $1,500  PC  can  do  to  buy  it. 

Grove,  whose  management  mantra  is  to  stay  "paranoid, 
may  be  better  prepai-ed  for  a  fight  than  his  Wintel  paitner. 
quick  switch  to  a  software  market  of  cheap  network  applet 
could  quickly  turn  Microsoft's  size  advantage  into  a  mill 
stone.  Its  sprawling  18,000-employee  organization  may  b^ 
the  most  potent  softwai-e-development  force  on  the  planet,  bu 
it  is  also  the  world's  biggest  bloatware  factory — which  need 
megabits,  not  lots  of  cheap  applets,  to  sm-vive. 
FED  UP  WITH  THE  MANIA.  Microsoft,  too,  may  be  a  prisone 
of  its  own  success.  With  an  installed  base  of  100  million  com 
puters  running  Windows,  the  company  puts  more  and  mor 
resources  into  keeping  new  versions  of  the  program  com 

patible  with  previous  ones 
In  Win95,  a  big  chunk 
the  15  million  lines  of  cod^ 
are  there  just  to  ensur^ 
compatibility. 

The  new  competitioi 
has  no  such  bagg 
Java — and  programs  lik- 
it — are  "a  cUi'ect  assault  oi 
Microsoft's  whole  para 
digm,"  says  Robert  Astor 
president  of  market  re 
searcher  Market  Vision  ii 
Santa  Cmz,  Calif. 

Leading  the  assault.  Si 
is  busily  seeding  the  Jav, 
software  market.  It's  sell 
ing  Java  licenses  a 
$125,000  a  crack— an( 
dowTiloading  fi-ee  HotJav; 
browsers  with  Java  cUent 
to  workstation  and  PC  user 
on  the  Net.  Licensees  in 
•lude  Oracle,  Macromedia 
foshiba,  Borland,  and  Spj 
glass.  Sun  is  also  makinj 
Java  fi-eely  available  for  re 
seai'ch,  education,  or  evalv 
ation  purposes. 

The  Java  mania  grate 
on  Gates.  "What's  nev 
about  [Java]  vs.  other  pro 
gramming  languages?  Wh; 
is  BUSINESS  WEEK  waiting  about  Java?"  he  says.  "Just  havinj 
another  computer-  language  doesn't  change  the  dynamics  of  an; 
of  these  things."  But  Doug  Hemich,  Microsoft's  dii-ector  of  dc 
veloper  r'elations,  says  the  company  "is  looking  hard"  at 
censing  Java,  since  the  market  is  clamoring  for  it. 

For  now,  Micr'osoft  is  r-acing  to  get  its  own  Web  software  go 
ing.  It's  pusliing  Vi.sual  Basic  as  the  pr-ogi-amming  language  fo 
developing  Web  applications.  A  complementary  softwar 
scheme,  called  Object  Linking  &  Embedding  (OLE),  lets  devel 
opers  create  objects — say  a  spell  checker — that  can  be  move( 
fi-om  one  pr-ogi*am  to  another.  Originally  designed  for  use  oi 
stand-alone  PCs,  OLE  is  being  extended  to  opei-ate  across  net 
works — no  easy  task.  Blackbir-d,  the  pr-oprietar-y  "authoring 
tool  originally  designed  to  cr-eate  multimedia  content  for  the  Mi 
crosoft  Networ'k,  is  being  reworked  for-  the  Web. 

Because  its  tools  are  alr-eady  used  by  thousands  of  devel 
oper-s  who  have  invested  hundreds  of  hour's  lear-ning  the  in 
tricacies  of  Windows  softwar-e,  Micr-osoft  can  be  assui-ed  th; 
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iculture  as  the  largest  contributor  to  the  GDP. 
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Today  s  BIG  opportunity 

many  wiD  follow  it  to  the  Internet.  There  is  already  a 
thri\ing  market  for  ready-made  Visual  Basic  and  OLE 
objects,  such  as  spell  checkers  or  chart  objects,  that 
developers  can  drop  into  their  programs.  Microsoft 
would  hke  to  extend  those  to  the  Net — before  an- 
other scheme  catches  on. 

At  this  point.  Wall  Street  is  betting  on  the  chal- 
lengers. The  stories  (often  exaggerated)  of  Java's  po- 
tential— along  with  a  booming  market  for  Web 
servers — has  helped  Sun's  stock  more  than  triple  this 
year  since  June.  Netscape's  shares  continue  their  gi-av- 
ity-defying  rise,  reaching  a  new  high  of  .$120  on  Nov. 
20.  That  gave  the  startujD — with  projected  sales  of 
$47  miUion  this  year — a  market  value  of  more  than  $6 
billion,  exceeding  that  of  $11  billion  Apple  Computer. 

No  wonder  Netscape  is  providing  the  business  mod- 
el for  the  new  software  industry.  It  won  70%  of  the 
browser  market  by  giving  its  product  away  on  the 
Net.  Now  dozens  of  startups  are  doing  the  same. 
Take  Progi'essive  Networks  Inc.,  a  Seattle-based  stail- 
up  that  makes  software  for  delivering  real-time 
streams  of  audio  over  the  Net.  The  company's  Real 
Audio  player — which  is  needed  to  play  the  sound 
cUps— can  be  dowTiloaded  for  free  fi'om  links  to  dozens 
of  Web  sites.  "The  marching  orders  are:  Get  big  fast, 
subjugate  profit — even  revenues.  Just  get  your  prod- 
uct out  there,"  says  Hambrecht  &  Quist's  Weintraut. 

How  will  these  strategies  ever  pay  off?  Netscape 
has  started  to  sell  Navigator  for  $40  in  stores,  and  bulk 
sales  to  corporations  helped  it  turn  its  first  profit — 
ahead  of  schedule — in  September.  But  the  master  plan 
is  to  cash  in  by  selling  the  lucrative  "server"  soft- 
ware that  companies  use  to  create  and  run  Web  sites. 
SEEDING  THE  BROWSER  MARKET.  In  its  own  way, 
Netscape  hopes  to  gain  the  type  of  leverage  on  the  Web 
that  Microsoft  has  with  the  Wintel  lock-in.  Having  seeded 
the  market  with  millions  of  Navigator  browsers,  it  is  fever- 
ishly adding  extensions  to  the  HTML  standard  so  that  Web 
pages  programmed  with  Netscape  software  will  look  their 
best  only  when  seen  with  the  Netscape  browser.  Anybody 
can  use  the  extensions,  but  by  the  time  they  do,  Netscape 
will  be  adding  something  else.  That  creates  the  potential  for 
locking  in  operators  of  Web  sites  with  the  Netscape  server. 
"When  you  see  a  Web  page  that  says  Netscape  1.1-en- 

hanced,  you're  looking 
at  the  value  of 
Netscape's  stock," 
says  David  Winer,  a 
veteran  software  developer  and  commentator. 

Not  to  be  out-Microsofted,  developers  there  ai"e  working  on 
their  ovm  browser  and  sei-ver  software.  The  browser,  called 
Internet  Explorer,  has  been  available  since  shortly  after  the 
August  release  of  Windows  95,  as  part  of  an  add-on  package 
called  Microsoft  Plus!  And  it  has  been  shipping  with  new 
Windows  95  PCs.  A  new  version.  Explorer  2.0,  is  now  avail- 
able. Like  Netscape,  it  includes  proprietaiy  changes  to  the 
HTML  foimat  to  enhance  graphics  and  improve  perfomiance — 
and  plant  the  seeds  of  software  lock-in. 

Microsoft  could  afford  to  lose  the  browser  market.  But  it's 
determined  not  to  give  Netscape  the  strategically  impor- 
tant server  business.  It  is  testing  a  Web-server  progi'am, 
dubbed  Gibraltar,  that  it  expects  to  release  early  next  year. 
Gibraltar  is  based  on  the  two-year-old  Window^s  nt  but  adds 
featui'es  foi'  handling  html  documents.  Another  product  due 
next  year,  called  Catapult,  will  add  security  features.  The 
server  market,  expected  to  zoom  from  just  $20  million  this 
year  to  $300  million  by  the  end  of  the  decade,  "is  much 
more  up  for  grabs,"  notes  Sherlund. 

Like  its  new  competitors,  Microsoft  is  giving  away  soft- 
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ware  to  get  a  position  in  the  Web  market.  Some  500,00i 
copies  of  the  Internet  Assistant,  a  program  that  converts  Mi 
crosoft  Word  documents  to  html,  have  been  downloade( 
free  fi'om  Microsoft's  Web  site.  In  addition,  Microsoft  jus 
came  out  with  Word  Viewer,  a  freebie  for  viewing  or  printinj 
Microsoft  Word  documents  on  the  Net  without  having  Won 
installed  on  your  PC. 

Microsoft  isn't  the  only  software  maker  to  feel  the  effect 
of  the  Net  software  revolution.  Lotus,  now  an  ibm  subsidiai-j 
is  furiously  attempting  to  adapt  its  information-shaiing  Note 
program  to  the  Web — before  cheap  Web-based  products  dis 
place  it.  Lotus  is  trying  to  convince  corporations  that  Note 
offers  more  than  they  can  get  with  simple  Web  tools.  It's  als 
adding  features  to  smooth  the  flow  of  information  betwee 
Notes  and  the  Web  and  to  let  the  Notes  "client"  v^.ew  Web  in 
formation.  A  likely  next  step:  drastically  cutting  the  price  o 
the  Notes  "chent"  software. 
"RECREATING  WINDOWS."  As  the  old  gang  learns  new  trick.' 
so  do  the  newcomers.  The  next  version  of  Netscape  Naviga 
tor  2.0,  due  in  December,  will  include  tools  for  developing  We' 
appHcations,  E-mail,  and  workgi'oup  software  gained  fro: 
the  company's  purchase  of  Collabra  Software.  In  additior 
Netscape  will  bundle  "plug-in"  progi'ams,  including  Jav£ 
Adobe's  Acrobat  document  viewer,  and  the  Real  Audio  play 
er.  Netscape  is  also  exploring  other  areas,  including  sue 
applications  as  word  processors.  The  danger:  In  its  attempt  t 
be  more  like  Microsoft,  Netscape  could  succeed — in  the  wron 
ways.  "Pretty  soon,  you  end  up  recreating  Windows,"  say 
Sherlund. 

So  who  wiU  come  out  on  top  in  the  new  software  businesi 
Perhaps  no  single  company.  If  the  Web  revolution  really  en 
ates  a  level  playing  field,  then  the  days  when  a  few  giants 
the  shots  could  be  gone  forever.  Let  the  games  begin. 

By  Amy  CoHese,  mth  John  Venty  in  New  York,  KatK\ 
Rebello  and  Rob  Hof  in  San  Francisco,  and  bureau  rep^ 
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MILEAGE  PLUS^ 
Program  of  thelfear 
Best  Customer  Service 
Best  Elite  Program 


Stop,  you're  making  us  blush. 


verybody  answers  to 


answ€ 


^  In  the  same  way,  companies  learn  and  g 


best  glOWa  whole  lot  FMSfSK.  and  nede/:  ^^Jwho  knows 


most  ^SUCC&^S^l  companies  keep  customers  happy  "^^^  We've  go 


WSmlces.  More  important,  we've  put  everything  into  wl 


Because  with  it,  you'll 


^  ^^^^  ^^"^^   answer  to ; 


iVo  question  about  it.  The  Unisys  Customerize  Process  works.  To  learn  how  we  can  put  it  tc 


mi 


©1995  Unisys  Corporal i(in  rustonicnzf  is  a  sr-rvjcr  mark  of  Unisys  f  ■nrfxiraiuin 


apprentices 


to  their  tltas^tersi,  even  captains  to  their 


vering  to  their  customers.  What's  more,  the  companies  that  answer 


doit?  (We  do.  We've  studied 


how 


hundreds 


of  the  world's 


ii.  We've  got  the  figures.  We've  got  the  thinking        behind  these 


1  the  Customerize  processV: 


Who  benefits 


mers.  So  you  can  grOW/^^f#^  and 


a,  reach  us  on  the  Internet  at  http://www.unisys.com/adv  or  call  1-800-874-8647,  ext.  25. 


UNiSYS 

The  Information   Management  Company 
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STOCK  MARKET 


THERE'S  LOTS  OF  LIFE 
AFTER  DOW  5000 

Low  inflation,  falling  rates  should  drive  stocks  higher 


Bi 


I  y  any  measure,  1995  has  been  a 
hell  of  a  yeai'  for  the  stock  mai'ket. 
I  The  Dow  Jones  industiial  average 
smashed  thr-ough  4000  in  Februaiy 
and  vaulted  past  5000  on  Nov.  21.  The 
Standai-d  &  Poor's  500- 
stock  index  sailed 
through  500  in  March 
and  just  topped  600. 
Both  benchmarks  are 
up  more  than  30%  for 
the  yeai;  the  best  show- 
ing in  two  decades. 


The  November  Rally: 
What's  Hot,  What's  Not 


S&P  Composite  Indexes 


market  has  been  good 
to  some,  not  many  have 
a  good  word  to  say  for 
stocks.  Even  Novem- 
ber's surprising  surge, 
in  which  the  Dow 
leaped  268  points 
(chart),  has  been  gi'eet- 
ed  warily.  "The  stock 
market's  not  nearly  as 
strong  as  it  looks," 
warns  Philip  J.  Roth,  a 
top  market  analyst  for 
Dean  Witter  Reynolds 
Inc.  And  the  Livestors  IntelUgeiice  poll 
of  investment  newsletters  shows  a  pau- 
city of  enthusiasm — only  33.8%  ai'e  bulls. 
But  stocks  deserve  a  better 


THE  GREAT  LEAP  FORWARD 

DOW  JONES  INDUSTRIAL  AVERAGE 


RETAiLiNG 

+9.4% 

OIL 

6.0 

FINANCIALS 

4.9 

CONSUMER  GOODS 

4.7 

HEALTH  CARE 

2.6 

CAPITAL  GOODS 

1.5 

UTILITIES 

1.4 

TRANSPORTATION 

1.1 

HIGH  TECH 

-3.5 

S&P  500 

+3.2% 

S&P  400  MIDCAP 

1.3 

S&P  600  SMALLCAP 

1.2 

Tme,  the  stock  market  is  not  diit  cheap, 
but  even  at  5000  it's  still  a  good  deal. 
That's  because  the  economy  is  gi'owing 
slowly,  inflation  is  low  and  nonthreat- 
ening,  interest  rates  are  faUing,  and  in- 
vestors keep  pouring 
cash  into  the  market. 
Equity  mutual  funds 
are  taking  in  about  $1.5 
billion  a  week,  accord- 
ing to  AMG  Data  Sei-iic- 
es,  and  a  good  chunk  of 
that  is  in  long-term 


Price  gain,  Oct.  31-  Nov,21 

DATA-  BLOOMBERG  FINANCIAL  MARKETS 


even  at  today's  heights, 
says  A.  Marshall  Acuff 
Jr.,  portfolio  strategist 
for  Smith  Bamey  Inc., 
"the  backdroj)  for  equi- 
ties is  still  favorable." 

And  it  should  remain 
so    for    some  time. 
George  W.  Jacobsen, 
president  of  the  insti- 
tutional investor  Tr-evor 
Stewart  Burton  &  Ja- 
cobsen Inc.,  notes  that 
the  economy  has  added 
manufacturing  capacity  all  through  the 
1990s  and  labor  is  plentiful.  Because  of 
that,  Jacobsen  says,  "we're  more  poised 
for  gi'owlh  in  November,  1995  than 


we  were  in  March,  1991,  when  v 
emerged  fi'om  recession."  And  becau 
of  the  unused  capacity,  "we  don't  ha' 
to  worry  about  the  Federal  Resen 
tightening  monetaiy  policy."  Indeed,  tl 
Fed's  next  move  is  expected  to  low 
short-term  interest  rates.  Long-ter 
rates  are  already  dov\ni  nearly  two  pe 
centage  points  in  the  past  12  months- 
major  force  in  driving  stocks  higher. 

Even  the  contretemps  between  Pre 
ident  Clinton  and  the  Republican  Co 
gi'ess  over  the  budget  shouldn't  der: 
the  stock  market.  "Some  kind  of  settl 
ment  will  emerge  from  all  of  this  th 
will  be  positive  for  the  markets,"  sa; 
WaiTen  B.  Lammert,  who  i-uns  the  $1 
billion  Janus  Mercury  Fund.  "We're  n 
heading  toward  a  major  increase  in  go 
ernment  spending. 

INEVITABLE  CORRECTION.  Suie,  there's|B 
lot  to  worry  about.  Roth  warns  th. 
though  the  blue-chip  stock  indexes  a: 
making  highs,  the  "breadth,"  the  nuif  ii 
ber  of  stocks  following  suit,  is  unimpre 
sive.  "We  had  a  new  high  in  the  Do  n'^ 
and  should  have  had  300  to  400  ne  P 
highs  on  the  New  York  Stock  Exchang(  ra 
says  Roth.  "Instead,  we  had  only  13( 
And  many  analysts  hold  that  a  con-ecticf 
is  only  a  matter  of  time.  "If 
we  have  a  strong  December, 
I'd  expect  a  5%-  pullback  af- 
ter the  new  yeai',"  says  mar- 
ket watcher  Laszlo  M.  Bi- 
rinyi  of  Birinyi 
Associates.  Over  the  last 
year,  the  market  has 
hardlv  corrected  at 

all.  ■   

Others 
look  to  see 


I  si 


tiir 


NOV.  14 
4871.8 


SEPT.  29 
4789.1 
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ich  stocks  are  making  the  market 
ve — and  they  don't  hke  what  they 
■.  The  big  gains  have  been  focused 

large-cap  growth  stocks  hke  Coca- 
la,  Merck,  and  Procter  &  Gamble, 
lat's  what  you  buy  to  ride  out  a  re- 
sion,"  says  Daniel  T.  Plager,  a  hedge- 
id  manager  at  Citibank  Global  Asset 
.nagement.  Other  winners  are  big  oil 
cks,  which  sport  solid  financials  and 

dividends.  Because  of  the  rush  to 
:  blue-chips,  the  s&P  500  topped  small- 
)  and  mid-cap  stock  indexes  (table). 
What  woiries  many  is  the  breakdown 
technology  stocks.  For  November, 
(  s&P  High-Tech  Composite  Index  is 
m\  3.5%.  Even  more  troublesome  to 
,ny  is  that  the  tech  group  is  evolving 
0  a  two-tier  market  in  which  both 
es  are  going  the  wrong  way.  Profit- 
e  chipmaker  Micron  Technology  Inc., 

50,  was  pounded  down  from  95  in 
t  thi'ee  months.  And  world-class  tech- 
ogy  companies  like  Intel  Corp.  and 
)torola  Inc.  have  also  come  down 
ire  than  20%  fiom  their  highs.  On 
!  other  hand,  the  barely  profitable 
iternet  companies,"  like  Netscape 
mmunications  Corp.  and  uuNet  Tech- 
logies,  sell  at  ethereal  levels.  Even 
er  a  Nov.  21  sell-off,  the  stocks  trade 
more  than  300  times  1996's  expected 
rnings.  "That's  a  warning  flag  if  I 
ar  saw  one,"  says  J.  Michael  Pinson, 
10  publishes  ./.  Michael  Pinson's  In- 
itment  Digest  and  runs  a  hedge  fund. 
CASE  FOR  COKE.  Is  it  dangerous  for 
}  market  if  tech  stocks  stumble?  Not 
all,  says  Janus'  Lammert.  "No  one 
jtor  can  lead  forever,"  he  says.  "It's 
couraging  the  market  can  transfer 
idership  so  smoothly."  If  investors 
ired  on  stocks  entirely,  they  would 
t  their  proceeds  on  the  sidehnes  in- 
sad  of  reinvesting  in  other  companies. 
If  the  economy  continues  to  grow 
iwly,  consumer  gi-owth  stocks — bev- 
jge,  drug,  food,  and  tobacco  compa- 
ss— should  contmue  to  sWne.  The  rea- 
ning:  Investors  will  pay  up  for  their 
mings  predictabihty.  Sure,  it  may  be 
igh  to  swallow  Coca-Cola  Co.  shares 
iding  at  27  times  expected  earnings 
*  1996.  But  Coke's  profits  are  fore- 
st to  gi'ow  at  18%  next  year,  several 
nes  the  expected  gi'owth  rate  of  the 
p  500  companies.  "You  can  make  a 
se  for  Coke,"  says  Elizabeth  R.  Bram- 
ill  of  Bramwell  Capital  Management 
c.  "Its  price  is  not  out  of  line  in  a 
ninflationary  economy." 
As  stocks  reach  new  highs  and  the 
ar  draws  to  a  close,  many  investors 
ight  be  tempted  to  heed  the  bears' 
irnings  and  bank  their  profits.  But 
member,  those  same  bears  were  giv- 
g  that  advice  this  time  last  year — 
'len  the  Dow  was  1300  points  lower. 
By  Jeffrey  M.  Ladei-man  in  New  York 


COMMENTARY 


Michael  Mandel 


WHY  ALL  THAT  MARKET  WEALTH 
WON'T  STOKE  CONSUMER  SPENDING 


The  stock  market's  stellar  perfor- 
mance in  1995  is  giving  in- 
vestors good  reason  to  rejoice. 
But  the  euphoria  on  Wall  Street 
doesn't  mean  a  gold  rush  in  the 
shopping  malls — and  that's  a  good 
thing  for  a  savings-starved  U.S. 
economy. 

Historically,  big  changes  in  equity 
values  haven't  had  much  _ 
immediate  impact  on  con 
sumer  spending  patterns, 
The  crash  in  October, 
1987— which  took  a  full 
25%  off  the  value  of 
the  stock  market  in 
only  a  couple  of 
weeks — barely 
slowed  the  econ- 
omy. Consumers 
pulled  back 
slightly  at  the  / 
end  of  1987,  k 
but  quickly  re-  »" 
gained  their 
confidence  in  the 
first  quarter  of  1988 
and  started  spending 
again. 

Over  the  past  year,  the  value  of 
individual  holdings  in  the  stock  mar- 
ket has  jumped  by  nearly  a  trilUon 
dollars.  But  estimates  by  Laurence 
H.  Meyer  &  Associates,  a  St.  Louis- 
based  economic  forecasting  firm, 
suggest  that  the  short-run  "wealth 
effect" — the  response  of  consumer 
spending  to  rising  equity  values — is 
not  very  strong.  The  dramatic  rise 
in  the  markets  could  translate  into  a 
$30  billion  increase  in  consumer 
spending  this  year.  That  may  seem 
like  a  lot,  but  compared  with  the  $5 
trillion  annually  that  American  con- 
sumers are  spending  ah-eady,  it's 
only  a  0.6%  increase — hardly  enough 
to  guarantee  retailers  a  merry 
Christmas. 

MARKET-SENSITIVE.  A  reason  for  the 
weak  response  is  that  only  about  a 
quarter  of  American  households  own 
stocks  and  mutual  funds,  compared 
with  65%  that  own  their  own  homes. 
That's  why  consumer  spending  is 
more  sensitive  to  ups  and  downs  in 
the  real  estate  markets  than  to  the 
gyrations  of  the  stock  market. 

But  this  may  change  as  more 
American  workers  put  their  money 


into  401(k)  retirement  accounts.  It 
used  to  be  that  households  owned 
big  chunks  of  stock  indirectly 
through  pension  funds,  which  meant 
that  they  never  benefited  from  the 
gains  resulting  from  a  rising  mar- 
ket. Instead,  a  stock  market  boom, 
like  the  one  in  the  1980s,  simply 
meant  that  their  employers  had  to 
contribute  less 
money  to 
maintain  the 
defined  bene- 
fits. 
If  Americans 
become  accustomed 
to  checking  the  value  of 
theii'  401(k)  plans  as  often  as 
they  calculate  the  balance  on  their 
checking  account,  their  spending  will 
become  more  sensitive  to  the  state  of 
the  market.  According  to  estimates 
by  Access  Reseai'ch  Inc.  in  Windsor, 
Conn.,  the  value  of  401(k) 
plans  surged  from  $525 
bilUon  at  yearend  1994 
to  a  projected  $640  bil- 
Uon at  yearend  1995,  with 
the  bulk  of  the  gains  coming 
in  equities.  At  the  same  time,  defined 
benefit  pension  plans  are  becoming 
less  important. 

BIGGER  STAKE.  This  shift  in  retire- 
ment funds  is  giving  workers  a  big- 
ger stake  in  the  stock  market's 
overall  performance.  Over  the  past 
year,  with  soaring  corporate  profits 
driving  up  the  stock  market,  some- 
one holding  $20,000  in  their  401(k) 
plan's  stock  index  fund  would  have 
seen  an  increase  of  $6,000 — probably 
as  big  as  any  salary  raise  they 
might  have  received. 

But  that  doesn't  mean  that  people 
should  spend  more  because  their  re- 
tirement accounts  are  gi'owing  fat- 
ter. At  a  time  when  baby  boomers 
are  starting  to  feel  the  aches  and 
pains  of  middle  age,  it's  far  more 
important  that  they  build  a  nest 
egg  for  retirement  than  buy  another 
toy  or  bauble  for  the  hoHdays.  And 
the  U.  S.  economy  will  benefit  more 
from  a  higher  savings  rate  than  it 
will  from  a  short-term  spurt  in 
consumption. 

Economics  Editor  Mandel  watch- 
es his  iOl(k)  account  closely. 
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HOW  TRAVELERS  GOT 
MOVING  AGAIN 

A  tough  new  team  has  engineered  a  remarkable  turnaround 

At  yearend  1992,  Tr'avelers 
Inc.  was  in  deep  trouble. 
Hurricane  Andrew  had 
torn  a  $400  million  hole  in  the 
venerable  insurer's  balance 
sheet.  More  than  $5  billion  in 
bum  real  estate  sat  on  its 
books.  It  lacked  focus  and 
was  only  a  bit  player  in  the 
emerging  managed-health- 
care business.  It  was  hsting 
under  a  huge  overhead.  To 
the  rescue  came  the  acquisi- 
tive Sanford  I.  Weill,  a  man 
with  a  well-deserved  reputa- 
tion for  finding  hidden  value 
in  underperforming  compa- 
nies. He  took  a  27%  stake 
first,  then  gobbled  up  the  rest 
a  year  later. 

Since  then,  Weill  and  two 
lieutenants — insurance  gi"oup 
head   Robert  I.   Lipp  and 
Chief  Financial  Officer  Jay  S. 
Fishman — have  managed  a 
remarkable  tumaround  in  an 
industry  where  the  pace  of 
change  is  often  glacial.  They 
have  made  major  progi'ess  re- 
tooling Travelers'  efficiency, 
strategy,  and  culture.  "You 
can  see  it  in  the  results,"  says 
Sanford  C.  Bemstein  analyst 
Guy  Moszkowski.  "They've  really  im- 
proved the  returns." 
NECESSARY  PAIN.  In  attacking  Tr-avel- 
ers'  ills,  Lipp  and  Fishman  began  poiing 
over  the  books.  Steeped  in  the  lean  and 
mean  tradition  of  Weill's  Primerica 
Coi-p.,  the  two  executives  were  appalled 
at  what  they  found:  scores  of  vice-pres- 
idents who  could  approve  purchases  up 
to  $25  million — as  much  as  Weill  liimseLf 
could  0.  K.  without  board  approval;  a 
woman  whose  sole  job  was  to  exchange 
niceties  with  visitors  as  they  entered 
the  rotunda  at  Ti-avelers'  Hartford  head- 
quarters; travel  and  entertainment  costs 
of  $69  million;  consultants  being  paid 
$17  milhon  annually;  more  than  $16  mil- 
lion annually  on  office  supplies. 

The  two  men  got  out  their  knives. 
"We  sent  out  letters  to  all  suppliers  the 
fii'st  yeai',"  recalls  Fishman.  "  'Dear  Sup- 


LIPP:  SlualiDig  costs  and  staff 


plier,  either  we  rebid 
your  business  or  you 
lower  your  costs  15%.' " 
Within  two  years,  overall 
nonpersonnel  expenses 
were  slashed  49%.  Em- 
ployment was  cut  in  half, 
to  about  15,000.  Says 
Weill  imapologeticaUy:  "It 
was  all  trimmed  because 
it  should  have  been." 

Revamping  strategy 
was  more  complex.  Lipp 
and  Fishman  went  to  work  on  the  bal- 
ance sheet,  selling  off  $3.5  billion  in  real 
estate,  much  of  it  in  undeq^erforming 
mortgages,  for  as  little  as  50?  on  the 
dollar — a  move  that  freed  up  Travelers' 
capital.  They  struck  a  deal  to  merge 
Ti'avelers'  weak  managed-health-care 
business  with  that  of  Metropolitan  Life 


ON  THE  MEND 


A  MILLIONS  OF  DOLLARS 

DATA  FOX-Pin,  KELTON  AND  SANFORD  C.  BERNSTEIN 


Insurance  Corp.  The  new  entity  v,-; 
then  sold  to  HMO  giant  United  Healt 
care.  The  twin  deals  left  Travelers  vd\ 
$830  million  in  cash  and  10,000  few(  ( 
employees.  Ratings  upgrades  follows  . 
the  knproving  financials.  Lipp  worked 
capitalize  on  synergies  between  Ti-a 
elers  and  Weill's  Primerica  Financi 
Services  Inc.  (pfs)  and  Smith  Barne 
Inc.,  using  the  fonner  Piimerica  units  I 
sell  the  insurer's  products,  such  as  van 
able  annuities.  Lipp  began  pushing  Traj 
elers  homeowners'  and  auto  policiJ 
through  the  pfs  network  of  100,0(1 
hard-sell  part-time  agents,  who  woJ 
for  commissions  far  below  the  typicl 
15%  paid  the  independent  agents  wl[ 
were  the  backbone  of  the  old  Trava 
ers.  Lipp  hopes  to  have  the  polici| 
available  in  40  states  by  the  end  of  19S| 
HIDEBOUND  CULTURE.  In  commercial  ij 
sui'ance,  longtime  head  Chai'les  J.  ClarU 
sharpened  the  focus  to  compete  moi 
effectively  in  workers'  compensation  ail 
specialty  business  Uability.  "Historica 
ly,  we  underwrote  the  agent,"  Clarl| 
says.  "What  we  would  say  is,  'Give 

everything  but  '  Now  we  are  sayinj 

'We  want  to  be  in  these  15  classes 
business.  Do  you  have  any  of  this?' " 

Lipp  also  is  looking  to  change  til 
hidebound  culture  of  the  old  Travelen 
Employees  are  being  rewarded  wii 
cash  bonuses  and  stock  options.  Cuj 
tomers  have  noticed  a  differencl 
"They're  hungrier  now,"  says  Thomj 
M.  Regan,  risk  managem.ent  director 
di-ugmaker  Becton  Dickinson  Co.  "Thd 
want  to  make  deals."  [ 

The  net  result  of  these  initiatives 
that  Traveler'  insiu'ance  operations  ha^| 
become  a  model  of  profitability  and  fl 
eus.  Return  on  equity,  below  7%  wha 
Weill  took  over,  is  nol 
almost  12%',  higher  tha 
many  competitors'.  Earf 
ings,    $380    million  \ 
yeai'end  1993,  should  ne? 
$700  million  this  year. 

Ti'avelers  is  now  hun 
ing  for  more  insuranc 
assets  and  may  emer|  \\\ 
the  winner  in  a  beaut 
contest  for  Aetna  Life 
Casualty's  $5  billion  proj 
erty  and  casualty  bus  [ 
ness.  The  insui'er,  thoug  *  ' 
still  faces  the  difficu 
task  of  expanding  at  a  time  when  tl  ,a!i 
industiy  is  awash  in  capacity  and  vmrt 
in  a  decade-long  soft  pricing  cycle.  "A^ 
have  done  the  easier  part,"  Lipp  right  ' 
concedes.  "The  jury  is  still  out  as  \ 
whether  we  can  create  real  excitin. 
gi'owing  businesses."  k 
By  Tim  Smart  in  Hatifoi 
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HE  NEW  JEEP  GRAND  CHEROKEE 

Some  people  have  a  habit  of  losing  things. 
V^ith  this  remarkable  new  4x4,  the  only  "thing" 
ou  11  get  in  the  habit  of  losing  is  the  human  race. 

It  all  starts  with  the  most  powerful  engine 
vailable  in  its  class  — our  220  horsepower  V8.  To 
onvert  that  power  into  traction,  there's  the  new 
3n-demand"  exclusive  Quadra-Trac'  all-the-time 
Dur-wheel  drive  system. 

Grand  Cherokee  Limited's  interior  lets  you 
^se  yourself  in  luxury  with  features  like  the  new 


Jeep  Memory  System,  which  allows  different 
drivers  to  set  preferences  for  the  driver's  seat 
position,  outside  mirrors,  and  radio  settings  at 
the  touch  of  a  button. 

To  get  more  information  or  find  the  dealer 
nearest  you,  call  1-800-925-JEEP,  or  visit  our  Web 
site  at  http://www.jeepunpaved.com  and  find  out  j 
what  it  really  means  to  get  away  from  it  all.  j 

Jeep 

THERE'S  Only  One 


Finance 


BANKS 


GO  WEST, 
BIG  BANK 


California's  thrifts  have  started  to  attract  bidders 


For  years  the  investment  community 
has  been  waiting  for  the  rush  on 
California  banking  assets.  A  haven 
of  large  one-state  institutions  that  col- 
lectively control  $619  billion,  or  13%  of 
the  nation's  banking  assets,  California 
provides  a  number  of  golden  opportuni- 
ties for  banks  looking  to  go  coast-to- 
coast.  But  until  recently,  concerns  about 
the  state's  lagging  economy  and  the 
quality  of  its  assets  have  outweighed 
the  positives  and  kept  bidders  at  bay. 

That  may  be  changing.  With  First 
Bank  System  and  Wells  Fargo  &  Co. 
bidding  to  pay  top  dollar  for  the  fran- 
chise of  Los  Angeles-based  First  Inter- 
state Bancoi-p,  investors  are  starting  to 
eye  a  small  gi'oup  of  the  state's  large 
thrifts  as  the  next  likely  battlegi'ound. 
"With  First  Interstate  in  play,  there 
really  is  a  scarcity  of  [commercial  bank- 
ing] assets  in  California,"  says  Keefe, 
Bruyette  &  Woods  Inc.  analyst  Thomas 
F.  Theurkauf  Jr  "What  remains  are  the 
thrifts." 

BACK  IN  LINE.  The  savings  and  loans, 
which  control  42%  of  banking  assets  in 
the  state,  have  greatly  improved  re- 
turns in  the  last  two  years.  Nationally, 
thrifts  may  get  a  boost  from  changes 
outlined  in  the  Balanced  Budget  Act  of 
1995.  By  rebuilding  the  anemic  fund 
that  backs  thrift  deposits.  Congress 
would  bring  the  premiums  thj-ifts  pay 
for  their  insui'ance  back  in  line  with  the 
much  lower  premiums  paid  by  banks. 

Some  players  have  ah-eady  made  then- 
moves.  In  August,  First  Nationwide 
Bank,  Ronald  0.  Perelman's  joint  ven- 
ture with  Texas  banker  Gerald  J.  Ford, 
anted  up  $250  million  in  cash  for  San 
Francisco  Federal  Savings  &  Loan  Assn. 
Other  California  s&ls  likely  to  be  tar- 
geted include  Great  Western,  H.  F.  Ah- 
manson.  Golden  West  Financial,  Coast 
Federal,  and  Glendale  Federal.  Buyers 
could  include  such  out-of-state  institu- 
tions as  NationsBank,  Banc  One,  Nor- 
west,  KeyCoip,  and  Washington  Mutual. 

Analysts  regard  Great  Western  Fi- 
nancial Corp.  as  especially  alluiing.  One 
of  the  market's  healthiest  thrifts.  Great 
Western  has  become  more  banklike: 
Fee-generating  transactions  make  up 


42%'  of  the  company's  total  deposits, 
compared  with  28%  at  rival  Home  Sav- 
ings of  America,  the  state's  largest 
thrift,  with  $50  billion  in  assets. 

One  big  fan  is  Lord,  Abbett  &  Co. 
partner  E.  Wayne  Nordberg,  a  New 
York  money  manager  who  holds  close 
to  4%  of  Great  Western's  stock.  Nord- 
berg argues  that  banks'  overcapitaliza- 
tion will  force  thfin  to  look  Inr  ac(|uisi- 


his  own  company,  but  says  that  in  ge 
eral,  increased  interest  in  the  statt 
thrifts  over  the  past  six  months 
"mostly  at  the  investment  banker  lev 
and  a  lot  less  in  actual  dealmaking." 

Part  of  what's  standing  in  the  way 
pricing,  according  to  James  Marks,  •< 
analyst  vrith  Hancock  Institutional  E 
uity  Sei-vices.  He  says  there's  a  signi 
cant  discrepancy  between  what  potent: 
buyers  are  willing  to  pay  and  wh 
thiifts  are  asldng.  According  to  SNL  S 
cmities,  the  state's  average  price-to-bo( 
ratio  is  56%^  below  the  national  averag 
But  Marks  expects  California  pricing 
fliTn  up  as  buyei-s  become  more  confide 
about  asset  quality  and  the  thrifts'  ii 
proving  financial  performance. 

And  sellers  may  be  willing  to  ci 
their  prices,  as  thrifts,  which  traditio 
ally  specialized  in  low-margin  busines 
es  such  as  fii'st  mortgages,  increasing 


Handicapping  the 
Thrift  Buyouts 

LIKELY  TARGETS... 

Great  Western  Financial 

H.F.  Ahmanson 

Golden  West  Financial 
(World  Savings  &  Loan) 

Coast  Federal  Bank 

Glendale  Federal  Bank 

...AND  LIKELY  TARGETERSi 

NationsBank 
Banc  One 
Norwest 
KeyCorp 
Washington  Mutual 

DATA:  BUSINESS  WEEK 


tions  tn  maiiit^iiii  ,-tn)ii,4  )-cturns.  Big 
operators,  he  says,  offer  the  best  po- 
tential returns. 

For  banks  that  prefer  to  buy  with 
stock,  the  timing  seems  propitious.  Bank 
stocks  have  enjoyed  a  gi'eat  run  this 
year,  rising  40%-.  At  the  going  rate,  San- 
ford  C.  Bernstein  &  Co.  analyst 
Jonathan  E.  Gray  thinks  a  bank  could 
pay  a  premium  of  as  much  as  32%.  for 
Great  Western  and  54%.  for  Ahmanson. 

Not  everyone  is  so  sure  California's 
thrift  merger-and-acquisition  market  is 
about  to  catch  fire.  Ahmanson  CEO 
Charles  R.  Rinehart  won't  comment  on 


compete  directly  with  more  profitab 
banks  and  nonbank  rivals.  "The  mai 
agements  of  these  companies  reahze  ft 
well  that  unless  they  can  generate 
competitive  15%.  retum  on  assets,  the 
futures  are  in  question,"  says  Mark 
That  may  explain  why  Stephen  . 
Ti-afton,  CEO  of  Glendale  Federal  Ban 
is  "indifferent"  to  staying  independer 
For  the  right  price,  Ti-afton  says,  I 
would  sell  to  maximize  shareholder  va 
ue.  As  competition  tightens,  more  thri 
CEOS  may  be  seeing  things  his  way. 

By  Nanette  Bynies  in  Los  Angele 
ivith  Amy  Barrett  in  Washington 
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You  go  swimming  only  minutes 
after  eating. 

You  wall(  under  ladders. 

You  use  a  butter  knife  to  remove 
toast  from  the  toaster. 

Then  you  go  and  test  your 
new  system  design  at  an  IBM 
Open  Systems  Center. 

So  much  for  your  daredevil  image. 


Can  your 
computer 
company 
do  this? 


Even  those  who  Hve  on  the  edge  know  they  shouldnt  take  eiianees  when  designing  a 


elient/server  system  lor  their  l)Lisiness.  With  so  much  to  he  gained,  everytliing  has  to  go  just  right. 
Think  of  an  IBM  Open  Systems  Center  (actually,  there  are  42  of  them  around  the  world) 
a  proving  ground  lor  new  husiness  solutions.  Here,  no  stone  is  lelt  untiu  ned. 

For  starters,  skilled  consultants  will  help  you  design  and  test  your  system  iielore  you  Ituild  it.  From  developing 
ooi-ol-conccpt  prototypes  to  integrating  new  technologies  to  anticipating  long-tei  m  performance,  they'll  help  make 
ife  the  system  you  design  today  is  flexible  enough  to  meet  your  needs  tomorrow. 

At  an  IBM  Open  Systems  Center  you  11  also  find  a  wealth  of  experience  in  multivendor  systems,  as  well  as  the  skills 
better  evaluate  technology  alternatives,  address  security  concerns,  even  identify  ways  to  expand  your  system  down 
e  road.  All  to  make  sure  your  investnuMit  remains  secure  and  your  system  intact. 

To  find  out  how  your  company  can  realiz<>  the  rewards  of  cHent/server,  call  -3-  _  _  — —  — — 

800  IBM-3333,  ext.  JA005.  Or  visit  us  on  the  Net  at  http://www.csc.ibm.com  ~ 

And  please,  be  careful  out  there.  Solutions  for  a  small  planet 


iide  Norlh  America,  please  conlaci  your  local  IBM  ollice  The  IBM  home  page  is  located  at  hitp  //www  ibm  com  IBM  is  a  regislered  trademark  and  Solutions  lot  a  small  planet  is  a  trademark  ot  International  Business  Machines  Corporation  ©1995  IBM  Corporation 


Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

BLUE  CHIPS  HEADED 
FOR  A  BLUE  STREAK 

The  maxim  that  value  investor  Stuart 
Shikiar  sticks  to:  Catch  a  company 
in  the  midst  of  a  twnaround,  and  you'll 
make  a  bundle.  Consider  his  purchase 
of  Eastman  Kodak  more  than  a  year 
ago — ^just  as  new  management  start- 
ed to  restructure:  The  stock  jumped 
from  45  to  70.  Ditto  for  Sallie  Mae: 
Bought  at  35,  it's  now  66. 

"McDonald's  (mcd),  American  Ex- 
press (axp),  and  Apple  Computer 
(aapl)  are  on  the  same  superhighway 
toward  major  changes  in  their  for- 
tunes," says  the  president  of  Shikiar 
Asset  Management,  which  steers  $100 
million  for  families  and  individuals. 

SHIKIAR'S  VALUE  PICKS 


STOCK 


52-WEEK  HIGH      PRICE  ESTIMATED 
(NOV.  20)  VALUE 


AMERICAN  EXPRESS 

45% 

43 

65 

APPLE  COMPUTER 

50% 

38% 

60 

MCDONALD'S 

45% 

43% 

60 

DATA:  BLOOMBERG  FINANCIAL  MARKETS, 
SHIKIAR  ASSET  MANAGEMENT  INC. 

McDonald's  reminds  Shikiai'  of  Coca- 
Cola  in  the  1980s,  when  it  faced  slow 
growth  and  a  matwe  market.  All  that 
perked  up  when  new  management  led 
by  Roberto  Goizueta  took  Coke  over- 
seas in  a  big  way.  He  sees  a  similar 
prospect  for  McDonald's,  which  has 
been  growing  faster  abroad  than  at 
home.  On  Sept.  30,  McDonald's  owned, 
operated,  or  licensed  17,000  fast-food 
eateries,  of  which  nearly  7,000  were 
overseas — in  84  countries — and  rapidly 
growing.  In  China,  for  instance,  where 
McDonald's  has  two  units,  the  company 
plans  to  have  500  by  the  yeai'  2,000. 

Earnings  in  the  past  nine  months 
grew  16%,  more  than  50%  of  it  from 
outside  the  U.S.  "For  the  first  time, 
McDonald's  international  profit  mar- 
gins are  larger  than  those  in  the  U.  S.," 
notes  Shikiar  McDonald's  sees  over- 
seas sales  rising  and  operating  profits 
growing  at  a  compounded  annual  20% 
rate.  Warren  Buffett  is  rumored  to  be 
accumulating  shares  of  McDonald's. 

Buffett  has  a  big  stake  in  American 
Express,  which  Shikiar  says  is  also  in  a 
tui-naround:  It's  going  back  to  its  core 
business:  credit  cards.  Shikiar  notes 
that  American  Express  has  reversed 
the  trend  of  losing  card  members  and 


client  establish- 
ments. He  sees  a 
return  to  12%-to- 
15%  earnings 
growth  and  20% 
return  on  equity. 
He  figures  Amex 
will  net  $3.10  a 
share  this  year, 
$3.60  in  1996,  and 
$4.27  in  1997,  up 
from  1994's  $2.68. 

Apple  Comput- 
er is  a  more  spec- 
ulative    Shikiar  SHIKIAR:  Watching 
bet:  He  thinks  it  for  turnarounds 
is  buyout  bait  for 

Hewlett-Packard,  IBM,  Sony,  or  Motoro- 
la. Here's  why:  The  stock  is  a  bargain 
for  a  company  with  a  superior  prod- 
uct— "demand  for  which  has  been  out- 
stripping supply."  Also,  it  has  a  "Fort 
Knox  type  of  a  balance  sheet:  viitually 
no  debt  and  flush  with  cash."  Equally 
important  is  that  "Apple's  management 
is  in  an  upheaval,  a  situation  that  invar- 
iably attracts  a  takeover,"  adds  Shikiar. 
"If  Apple  fails  to  deliver  on  earnings  in 
the  next  quarter,  [ceo  Michael]  Spindler 
is  out  fast,"  predicts  Shikiar. 

THIS  INSURER  MAY 
BE  UP  FOR  GRABS 

When  a  Wall  Street  visitor  talked 
to  brass  at  Washington  National 
(WNT)  recently,  he  expected  to  get  a 
routine  rundovra  on  how  the  Lincoln- 
shire (111.)  insurance  holding  company 
was  doing.  Instead,  he  got  insight  that 
prompted  him  to  buy  shares.  He's  con- 
vinced that  management  is  looking  for 
a  buyer  for  the  Big  Board  company. 

Why  would  Washington  National — 
whose  main  operating  companies  are 
Washington  National  Insurance  and 
United  Presidential  Life  Insurance — 
opt  to  be  taken  over?  One  analyst  ex- 
plains that  Washington  National  is  in  a 
couple  of  "strong  niches"  but  isn't  large 
enough  to  flourish.  The  company  fo- 
cuses on  three  businesses:  individual 
and  group  health  insurance,  disability 
insurance  for  teachers,  and  individual 
life  insurance  and  annuities.  Prices  on 
health  coverage  have  become  more 
competitive,  as  carriers  vie  for  mar- 
ket share. 

As  a  result,  Washington  National's 
stock  has  been  dormant  but  has  perked 
up  somewhat  in  recent  days.  "The 
stock  has  been  selling  at  a  low  valua- 
tion of  about  8  times  earnings,"  notes 


V 


one  investment  strategist  at  a  Ne\ 
York  securities  flrm. 

He  reckons  that  the  shares,  now  a 
23,  are  worth  33  in  a  buyout.  The  com 
pany  posted  revenues  of  $657  millioi 
last  year  and  has  a  book  value  of  abou 
$33  a  share.  James  English,  director  c  / 
research  at  Philo  Smith,  a  Stamforc 
(Conn.)  investment  bank,  expects  Wash 
ington  National  to  make  $2.70  a  shar 
this  year  and  $2.90  next,  up  from  $2.5 
in  1994.  The  company  didn't  return  callj 


TAKEOVER  BAIT 
IN  THE  NORTH  SEA 


After  months  of  trailing  the  Dow,  ma 
jor  oil  producers  have  started  t( 
show  some  life.  Small-to-midsLze  oil  anc 
gas  stocks,  however,  have  yet  to  catcl 
up.  Money  manager  Alan  (Raines,  pres 
ident  of  Gaines  Berland,  a  New  Yorl 
investment  firm  that  focuses  on  energj 
thinks  they  are  the  ones  to  bet  on 

Frank  Bracken  of  Southcoast  Capita 
in  New  Orleans  favors  Ranger  Oi 
(rgo),  a  Big  Board-hsted  oil-and-gai 
company  with  operations  in  the  Nortl 
Sea,  the  Gulf  of  Mexico,  and  Westen 
Canada.  About  65%  of  its  liquid  produc 
tion  comes  from  the  North  Sea,  whik 
78%  of  its  natui-al  gas  emanates  fron 
Western  Canada.  It  also  has  interests  ir 
Angola,  Namibia,  Ecuador,  and  Peru 

One  New  York  money  manager  cite; 
Ranger  Oil's  comparative  lack  of  deb1 
and  strong  cash 


ARE  RIVALS  EYEING 
RANGER'S  WELLS? 


7.0  I 


flow  as  reasons 
for  its  investment 
appeal.  One  other 
attractive  feature: 
He  thinks  Rang- 
er Oil  is  a  take- 
over target. 

Ranger's  North 
Sea  properties 
make  it  attractive 
bait  for  the  ma- 
jors exploring  for 
crude  in  that  part 
of  the  world,  he 
says.  "Ranger  has 
been  an  operator 
in  the  North  Sea 
for  a  quarter-century,"  he  notes.  It  has 
drilled  100  wells  and  still  runs  mo« 
than  25.  Few  independents  remain  ir 
the  North  Sea,  and  thus  "makes  Rangei 
Oil  a  Ukely  acquisition  target  for  the 
biggei-  guys,"  says  this  pro,  who  puts 
the  company's  worth  at  8  to  10  a  share. 
He  believes  suitors  include  arco,  Brit 
ish  Petroleum,  and  Total  Petroleum. 


lUNE  12 
k  DOLLARS 


NOV  20 
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Imagine,  an  Editor 
jjying  an  award  for  copying. 


Presenting  the  NP  6050:  Winner  of  the 
What  to  Buy  for  Business  Editor's  Choice  Award. 


VyThen  the  editor  of  What  to  Buy 
vy  for  Business  said,  "The  Canon 
P  6050  has  a  number  of  characteristics 
lat  will  endear  it  to  people  wanting 
)me  very  high-volume  features  without 
aying  for  a  high-speed  platform," 
e  knew  we  had  ^ 
3ne  our  job. 

After  all,  we  Mk  EIHTOK'S 
esigned  the     Mm  CHOICE 

IP  6050  to  give  every  business  the 
ind  of  high-speed,  high-volume 
ocument  processing  capability  they 
ever  thought  they  could  afford. 


And  we  designed  it  with  a  level  of 
reliability  that  can  keep  an  office 
running  productively  for  years  to 
come. 

The  NP  6050  is  another  example 
of  the  kind  of  commitment  to  satisfying 
customer  needs  that  has  made  Canon 
the  number  one  copier  company  13 
years  running. 

To  find  out  more  about  the  Canon 
NP  6050,  call  1-800-OK-CANON. 
We  think  you'll  be  impressed  with  the 
copier  even  editors  have  recognized 
for  originality. 


When  the  rest  say  you  can't.  Canon 
says  you  can. 


1995  Canon  U.S.A.,  Int. 


Canon 


was  at  first. 


I  just  knew  what  it  wasn't.  It  wasn't  a  headache.  It 


wasn't  frustration.  It  wasn't  the  anxiety  of  trying 


to  chase  down  information.  It  wasn't  the  panic  of 


making  decisions  in  the  dark.  It  wasn't  the  feeling 


of  being  a  cog  in  a  wheel.  It  wasn't  bad.  In  fact, 


I  liked  it.  And  I  sat  there  for  a  moment, 


until  I  recognized  what  it  was. 


An  idea.  I  had  an  idea. 


SAP  makes  integrated 
applications  software  that  lets 
people  share  information 
immediately  and  automatically.  So 
instead  of  spending  time  trying  to 
find  it,  they  can  spend  more  time 
using  it.  Right  now,  people  at 
IBM,  Sunoco  Inc.  and  a  few 
thousand  other  organizations 
around  the  world  are  using  SAP 
software  to  work  together  better, 
more  efficiently  and  more 
creatively.  So  it  must 
be  a  pretty  good  idea. 

1-800-USA-1SAP 
http://www.sap.com 

SAP  America,  Inc.     .  . 


The  Corporation 


STRATEGIES 


KMART:  WHO'S  IN 
CHARGE  HERE? 

CEO  Hall  is  as  elusive  as  the  retailer's  recovery 


October  was  a  pretty  lousy  month 
for  beleaguered  Kmart  Corp. 
Forced  to  discount  heavily  to 
move  unwanted  inventory, 
dragged  down  by  turmoil  in  its  execu- 
tive suite,  and  faced  with  rumors  of 
bankruptcy,  the  Troy  (Mich.)-based  re- 
tailer limped  toward  a  surprisingly  big 
third-quarter  loss.  So  where  was  Chief 
Executive  Officer  Floyd  Hall,  brought  in 
by  the  board  in  Jime  to  breathe  new  life 
into  Kmart?  In  Cuba  and  Russia. 

Cuba?  Russia?  Unfortunately  for 
Kmart  shareholder.-^. 
Hall's  trip  wasn't 
part  of  a  plan  to  ex- 
tend American-style 
discounting  abroad. 
Despite  the  growing 
fires  on  the  home 
front.  Hall  left  his 
company  behind  foi' 
a  nine-day  jaunt  with 
fellow  American  ex- 
ecs and  academics  on 
a  toui"  of  Cuba,  Rus- 
sia, India.  Vietnam, 
and  Hong  Kong  that 
was  sponsored  by 
Time  magazine.  But  managed  tO 
a  picture  of  Hall  in  fritter  awav  all 
front  of  the  royal  pal- 
ace in  Bangalore,  In- 
dia, in  Time's  Oct.  23 
Lssue — ^the  week  Wall 
Street  was  ablaze 
with  Chapter  11  speculation — added  one 
more  troubling  question  to  Kmail's  long 
list.  "People  are  wondeiing  if  [Hall]  is 
serious,"  grouses  one  analyst. 
BIG  CHILL.  A  lot  of  questions  have  been 
raised  about  Hall  since  he  took  the 
hebn.  And  as  Kmart  enters  the  critical 
holiday  season,  investors  are  demand- 
ing answei-s.  In  his  first  interview  since 
taking  over.  Hall  defends  his  record. 
Thei'e  are  "no  silver  bullets"  to  turning 
around  the  $S0  billion  retailer,  he  says. 
"It's  a  tall  order,  but  we  can  do  this 
methodically."  Billed  as  the  antidote  to 
Kmart 's  dowmward  spii-al  under  former 
CEO  Joseph  E.  Antonini,  the  57-year-old 


DASHED  HOPES 

Would-be  sa\1or 
Flovd  Hall  "has 


the  good^\ill  he 
had."  says  one 
analyst 


former  head  of  discount  rival  Target 
Stores  and  Grand  Union  supermarkets 
stirred  big  hopes  when  he  arrived  in 
June.  In  just  10  weeks,  Kmart 's  shares 
spuiled  259c,  to  hit  16 — a  52-week  high. 

But  unhappy  investoi-s  have  heard  lit- 
tle but  bad  news  since.  On  Nov.  9,  they 
got  the  latest;  On  sales  of  S7.98  billion, 
Kmart  reported  third-quarter  losses  from 
continuing  operations  of  SI  18  miUion.  For 
the  full  yeai",  analysts  polled  by  invest- 
ment research  senice  First  Call  Corp. 
estimate  Kmart  will  earn  onlv  S55  mil- 


That  may  be  putting  it  mildly.  Aft 
Kmart's  stock  began  to  slide  in  late  Se 
tember  in  the  wake  of  company  wamin; 
about  the  third-quarter  loss,  Hall  m 
with  Wall  Street  investors  and  analys 
on  Oct.  31.  But  Hall's  lack  of  a  stroi 
turnaround  strategy' — or  any  hint 
what  to  expect  for  1996  earnings — sent 
chiU  thi'ough  the  room.  The  next  d£ 
Kmart's  shares  plummeted,  and  th 
haven't  stopped:  Since  late  Septemb( 
the  stock  has  plunged  43%,  to  around 
"We  weren't  convinced  a  turnaround  w 
imminent,  and  we  didn't  want  to  spei 
90%  of  our  day  w^orrjing  about  it,"  sa 
James  R.  McGlvim,  portfolio  manager 
Tom  Johnson  Investment  Manageme 
Inc.,  which  just  dumped  2.3  milli( 
Kmart  shares  at  a  loss. 

The  biggest  immediate  worry?  l 
the  critical  Christmas  season  gets  und 
way,  Hall  appears  to  have  made  Utt 
progress  resolving  Kmart's  core  me 
chandising  problems.  Before  Antoni 
quit  under  pressure  last  March,  1 
brought  in  four  key  outsiders  to  rev  i 
Kmart's  executive  suite.  The  team  i 


h  ...  :i  in  .S296  miUion  in  fiscal  1995. 

With  its  decline  imabated.  Hall  hasn't 
convinced  many  investors  that  he's  got  a 
plan  to  fix  the  discounter.  WTule  HaU  ad- 
mits he's  on  the  hot  seat,  he  believes 
Kmart  must  be  fixed  "department  by  de- 
pailment."  Despite  calls  from  Wall  Street 
to  immediately  close  500  stores.  Hall 
plans  to  shut  just  200  over  three  years. 
"We  can't  put  a  Band-Aid  on  our  prob- 
lems." he  says.  "This  requii-es  sm-gerv'." 
Yet  Hall's  lack  of  lu'gency  may  be  squan- 
deiing  his  grace  period.  "Hall  has  man- 
aged to  Sitter  away  all  the  goodwill  he 
had."  says  Kuit  Barnard,  publisher  of 
the  Barnard  Retail  Marketing  Report. 


...s.  i;  i.'harles  Chinni.  a  former  t-  } 
ecutive  of  R.H.  Macy  &  Co.  charg 
with  improving  Kmart's  merchandisir 

But  HaU  says  Chinni's  poor  picks  1 
to  his  abmpt  resignation  last  month 
ter  he  stoclqjiled  goods  better  suited  i 
a  department  store  than  a  discount 
The  result:  Kmart  was  stuck  with  hu 
inventories  it  could  only  sell  at  cut-rc 
prices.  The  blunder  angered  Hall  a 
led  to  Chinni's  ouster.  '"There  are  liter 
ly  hundreds  and  hundreds  of  items  tl 
don't  fit"  Kmart,  says  Hall.  Chinni  coi 
not  be  reached  for  comment. 

Still,  critics  wonder  why  HaU  did 
take  a  more  hands-on  role  overseei 
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Paul  H.  Stephens,  Portfolio 
Manager,  seeks  to  make 
money  whichever  way  the 
market  goes.  For  his  latest 
market  views  or  to  get  a 


prospecms,  calh 


26.02% 

Year  to  date 
return  ended 

9/30/95 


20.22% 

One  year 
return  ended 

9/30/95 


13.57% 

Average  annual 
return  since  inception 

(6/30/93-9/30/95) 


800766-3863 
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ROBERTSON 

MUTUAL  FUNDS 

STEPHENS  & 

COMPANY 

bringinl;  the  fund  manager  to  you. 


For  more  information,  including  other  management  fees,  expenses  and  tlie  risl<s  associated  with  international  investing  and  shoil  selling,  call  Robertson 
Stephens  &  Company,  distributor,  for  a  prospectus.  Read  it  carefully  before  you  invest.  Past  performance  is  no  guarantee  of  future  results.  You  should 
realize  that  investment  return  and  principal  value  will  fluctuate  so  that  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost. 


With  a  Reliable  Network,  WhJ 


^ace  it,  networked  computers  lij 


hanged  the  way  the  world  does 
)usniess.  ^  Intormation  is  shared 
nstantly.  Problems  are  solved  more 
asily.  And  you  know  what?  The 
kys  the  limit — thanks  to  that 
inprecedented  resource  called  your 
letwork.  At  Compaq"  and  Novell", 
ve  understand  how  critical  reha- 
»ilir\'  and  performance  are  to  your 


letwork.  As  business  partners,  we've  W-iJit^^j* 


)een  developing  integrated  solutions 
or  over  ten  years.  ^  Which  is  un- 
loubtedlv  one  ot  the  reasons  wh\- 


no  re 


ot  the  world's  businesses 


lepend  on  Compaq  and  Novell 
han  any  other  network  solution, 
(houldn't  you'  ^  For  more  mtor- 
nation.call  l-<SO(l-345-1518. 

COMPAa 

•  •  •  • 


Novell 


feED  To  Be  Insurmountable,  Isn't 


The  Corporation 


the  merchandising  changes.  "This  stuff 
was  going  on  for  a  wliile.  Why  is  Hall 
only  finding  out  in  October?"  asks  one 
source  close  to  the  company.  Hall  de- 
fends his  record,  saying  that  he  gave 
Chinni  a  chance  to  prove  himself.  Yet 
others  say  that  Hall  has  done  little  to 
boost  flagging  emj^loyee  morale;  some  in- 
sider's complain  that  Hall — who  still  lives 
in  New  Jersey  and  commutes  weekly  to 
Kmart's  offices  in  subiu'ban  Detroit — isn't 
known  for  mixing  with  the  troops.  "Floyd 
Hall?  I  think  I've  seen  him  once  in  the 
auditorium,"  says  one  manager.  Hall  ar- 
gues he  is  able  to  work  harder  without 
the  distractions  of  family  life. 

With  merchandise  orders  for  Christ- 
mas made  by  Chinni  months  ago,  inves- 
tors also  fear  that  the  die  may  be  cast 
for  another  weak  quarter.  Already,  a 
$140  diamond  tennis  bracelet  that  is 
the  centerpiece  of  Kmart  Christ- 
mas promotions  has  come  in  for 
heavy  criticism  as  fajf  too  upscale. 

If  the  Christmas  season  does 
go  poorly,  Kmart's  weak  financial 
position  could  deteriorate  rapidly. 
In  fact,  feai"s  that  Kmart  could  end 
up  in  banki'uptcy  proceedings 
have  gi'own  in  recent  weeks, 
partly  based  on  a  report  by 
analyst  Richard  L.  Church 
of  Smith  Barney  Inc.  argu- 
ing that  Kmart  might  ben- 
efit by  filing  for  Chapter 
11.  Then  came  news  that 
Standard  &  Poor's  Corp. 
and  Moody's  Investors 
Sei-vice  Inc.  may  down- 
gi"ade  Kmait's  debt  ratings, 
A  downgrade  to  junk-bond  status 
could  force  the  retailer  to  pay  off  $681 
million  in  so-called  put  bonds  immedi- 
ately. Yet  Kmait  has  little  financial  mar- 
gin: It  plans  to  use  .$2.1  billion  of  its  $2.9 
billion  line  of  credit  to  fund  Chiistmas  in- 
ventories. If  the  bonds  are  called,  Kmait 
would  need  a  waiver  fi-om  its  bank  to 
use  the  remaining  credit  to  pay  off  the 
bonds.  "If  that  option  is  exercised  at  tills 
point,  it  could  well  push  them  into  de- 
fault," says  Gerald  Hirschberg,  s&?'s  di- 
rector of  coi-jjorate  ratings. 
LIGHT-YEARS  BEHIND.  Hall  and  other 
Kmart  officials  are  quick  to  deny  they 
consider  bankruptcy  an  option.  "We  feel 
that's  totally  iiTesponsible,"  says  F.  James 
McDonald,"  a  dir-ector  since  1987.  "The 
balance  sheet  ju.st  doesn't  warrant  it." 
Indeed,  while  some  Kmart  vendors  are 
getting  ner-vous,  they  have  been  getting 
paid.  "We  still  want  the  business,  but 
we  don't  want  to  be  left  holding  the  bag 
if  ther'e's  a  bankruptcy,"  says  one  suppli- 
er. Kmart  now  has  $470  million  in  cash, 
and  it  is  negotiating  with  bondholders. 


Yet  even  if  Kmart  gets  over  its 
short-term  hump,  the  long  term  still 
looks  gloomy.  Rundown  stor-es,  poor 
merchandise  selection,  and  an  ill-ftinc- 
tioning  inventory  system  that  often 
means  popular  goods  ar-e  out  of  stock 
have  left  Kmart  light-years  behind  ri- 
vals Wal-Mart  Stores  Inc.  and  Target. 
Hall's  biggest  problem  may  be  that 
people  just  aren't  coming  to  Kmart 
enough.  Accor-ding  to  Kmart's  inter'nal 
studies,  Wal-Mart  batters  Kmart  in 
every  head-to-head  comparison.  Wal- 
Mart  customers  aver-age  32  store  visits 
a  year,  compar-ed  with  15  for  Kmart. 

KMART  CEO  HALL  FACES 
BIG  CHALLENGES 


<;a\es  per  square 
KmarlVcorecus-    ij^^^  •,^^994  were 

tomer"  is  over  55,    I  versus 
under  $20,000  ar.d  |  ^    ^^^^,,-3  $282 
no  Kids  at  home. 


'"it  its  ,  uppers 


490/0  of  shoppers 

live  past  Kmart 
jJ'^?o^al-Wart. 

OnW  \ova\ 


DATA  COMPANY  REPORTS 


The  average  Wal-Mart  consumer  is  un- 
der 44,  has  children  at  home,  and  has 
an  annual  income  just  under  $40,000. 
Kmart's  core  customer  is  over  55,  with 
no  kids  at  home,  and  earns  less  than 
$20,000  annually.  "We  have  lost  touch," 
Hall  told  analysts. 

But  rather  than  moving  aggressively 
to  fix  those  pr'oblems,  say  investors. 
Hall  is  tinkering  ar-ound  the  edges.  Al- 
though Kmart  has  ah'eady  closed  300 
stores  since  1993,  many  on  Wall  Street 
argue  500  more  stores  among  Kmart's 


!ari 


|Cf 

2,167  U.  S.  locations  should  be  shut 
mediately.  But  Hall  claims  that  virtu 
ly  all  generate  enough  cash  to  coy 
costs,  and  he  wants  to  improve  th 
long-dormant  productivity.  For  19! 
Kmart  expects  to  open  50  to  60  n< 
stores,  while  closing  about  70  a  ye 
over-  the  next  three  years.  One  rea; 
for  the  go-slow  approach:  Closing  a 
more  stores  now  would  likely  for 
Kmart  into  another  huge  loss,  wh 
quickly  renovating  the  laggards  woi 
cost  hundreds  of  millions. 

Instead,  Hall  is  testing  a  "pantry"  si 
tion — a  miniconvenience  store  selling  s 
drinks,  toiletries,  snacks,  and  other  hij 
volume  goods.  Hall  insists  that  stocld 
convenience  items  could  gener'ate  fi 
times  the  traffic  in  existing  stores.  I 
adding  low-margin  sections  is  har( 
going  to  be  enough.  "This  potato-cl 
strateg;*'  just  ain't  going  to  work,"  s? 
analyst  Bamar'd.  "People  aren't  goi 
to  come  to  Kmart  for  potato  chips  a 
then  decide  they  need  to  buy 
blouse,  a  computer,  or  a  television. 
CUSTOMER  CRISIS.  Beyond  that,  H 
has  offered  up  few  specifics  oth 
than  continued  cost-cutting.  Over  t 
past  two  years,  Kmart  has  undergon( 
massive  bloodletting,  seUing  off  its  sf 
cialty  stores  for-  $3.5  billion  and  tri: 
ming  $500  million  in  corporate  cos 
Hall  has  continued  that  strategy:  A 
other  $300  million  in  costs  will 
trimmed  in  1996,  and  he  is  selling 
money-losing  automotive  service  c€ 
ter"s  for  $112  miUion.  Kmart's  Canadi 
operations  could  be  the  next  to 
bringing  in  between  $200  milhon 
$400  million.  Kmart  also  wants  to 
its  unprofitable  Builders  Square  chi 
on  the  block,  but  buyers  aren't  clam< 
ing  for  it. 

And  divestitures  alone  won't  sol 
Kmart's  core  problem:  the  need  to  r( 
ovate  its  low-productivity  stores  a: 
dr-aw  a  younger-,  more  middle-class  ci 
tomer  base.  "There's  a  fuse  burnini 
warns  analyst  Wayne  Hood  of  Prnide 
tial  Seciutties  Inc.  "The  question  is,  \a 
Floyd  Hall  have  enough  time  to  get  t 
job  done?"  For  now,  many  of  the  ci 
tomer's  Kmart  wants  most  are  busy 
reusing  holiday  offerings  at  competi 
stores.  Rebecca  Black  recently  stroll 
the  men's  apparel  section  of  a  Tarj 
store  in  Sterling  Heights,  Mich.,  wi 
her  2-year-old  son,  Jake.  "I  went 
Kmart  to  buy  Halloween  stuff,  but 
don't  buy  any  clothes  ther-e,"  Black  sa 
"They  just  don't  last  as  long."  Attenti 
Kmart  Chairman:  That's  a  problem  th 
can't  be  solved  in  Moscow  or  Havans 
By  Bill  Vlasic  and  Keith  Naughti 
in  Troy,  Mich. 


8) 
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ECHNOLOGY 


KEY  TEST  FOR 
ENETIC  TESTING 

east  cancer  clue  sparks  an  important  debate 


lis  has  been  a  banner  year  for 
Mark  H.  Skolnick.  Last  fall,  a 
:eam  led  by  the  University  of 
Utah  geneticist  beat  out  12  others 
epic  battle  to  find  a  key  gene  that 
licated  in  up  to  10%  of  all  cases  of 
1;  cancer.  Then,  on  Oct.  6,  SkoJ- 

company.  Myriad  Genetics  Inc., 
public  at  $18  a  share,  and  the 
has  since  almost  doubled.  As  co- 
jr  and  executive  vice-president  for 
•ch,  Skolnick  holds  a  12%  stake  in 
d  that  is  now  worth  $22  miUion. 
riad's  exuberant  reception  on  Wall 
t  makes  it  one  of  the  hottest 
ics  companies  going.  It  has  al- 
s  with  three  major  drug  compa- 
Eli  Lilly,  Bayer,  and  Ciba-Geigy. 
investors  are  betting  that  Skol- 

DNA  sleuthing  skills  will  give 
id  an  edge  in  finding  more  genes 


SKOLNICK:  Hi 

second  breast 


related  to  common  ge- 
netic diseases,  including 
heart  disease,  hyperten- 
sion, and  melanoma 
(table).  But  the  short- 
term  payoff  is  in  the  po- 
tential — both  economic  and  medical — 
for  the  breast  cancer  test  Myiiad  plans 
to  introduce  next  fall.  "This  is  the  fii'st 
genetic  test  that  can  tell  someone's  pre- 
disposition to  getting  a  major  common 
cancer,"  says  Skolnick. 
MUTANT  MYSTERIES.  But  before  it  can 
become  Myiiad's  golden  egg,  the  breast 
cancer  test  faces  some  tough  problems. 
Perhaps  the  biggest  is  deciding  who 
should  get  the  test,  which  could  cost 
$850.  Unlike  most  genetic  tests  available 
now,  the  BRCAl  gene  test  does  not  de- 
finitively say  whether  a  person  has  or 
will  get  a  certain  disease.  Therefore, 


i.nting  for  a 
cancer  gene 


TROUBLE  SPOTS  IN  THE  CHROMOSOMES 

yriad  Genetics  aims  to  develop  tests  for  genetic  abnormalities  that  lead 
to  disease.  Here  are  its  prime  targets: 

'•Tfl  RrPQQt  PjinPPr  ^  white  woman  in  the  U.S.  has  a  10%  life- 
aa  131Cd,5>l  l^dllL/Ci  ^in^g  risk  of  developing  breast  cancer.  But  if 
has  a  mutation  in  BRCAl,  the  odds  rise  to  86%.  Myriad  is  expected  to  sell 
;t  next  fail  for  $850. 

RyPQQf  PjlTiPPr  Myriad  thinks  this  gene  accounts  for  nearly 
iSdSfl  UiCdat  yjan^  VL  a,,  ^^^^^     genetically  related  breast 
;er  in  women  under  50  that  aren't  caused  by  the  BRCAl  gene.  Myriad  is  in 
ree-way  race  to  find  the  gene. 

A  defect  in  this  gene  may  account  for  as  many 
as  one-third  of  the  55  million  cases  of  salt- 
jced  hypertension  in  the  U.S.  If  a  study  confirms  the  gene's  role,  Myriad 
Id  have  a  test  out  next  year. 

SI  MpliinnTTlil       abnormality  in  this  gene  may  play  a  role  in 
OM  lYlCldllUlllcl  melanoma  and  other  cancers.  Myriad  has  cloned 
il  and  two  related  genes  and  is  studying  their  function.  It  says  a  test  could 
Bunched  in  1997. 

BI  Hpiirt  FilQPJIQP  ^  ^'^^  ^^^^  that's  carried  by  about  6%  of 
ii^  11C<XI  I  the  population  is  associated  with  increased 

of  heart  disease.  Myriad  has  not  yet  cloned  the  gene  but  has  determined  its 
roximate  chromosomal  location. 

DATA:  MYRIAD  GENETICS  INC,  COWEN  &  CO. 


Q  Hypertension 


some  doctors — including 
one  of  Myi'iad's  own  ad- 
visers— favor  giving  the 
test  only  under  a  naiTow 
set  of  circumstances.  The 
outcome  of  the  debate 
over  who  should  be  test- 
ed could  have  a  big  im- 
pact on  the  acceptance  of 
future  genetic  predispo- 
sition tests. 

Scientists  do  agree 
that  the  discovery  of  the 
BRCAl  gene  is  impor- 
tant. Women  with  breast 
cancer  who  have  a  family 
history  of  it  and  test 
positive  for  the  mutant 
BRCAl  gene  are  more 
likely  to  have  an  aggres- 
sive form  of  the  disease  that  could 
spread  to  the  ovaries.  Patients  who 
test  negative,  on  the  other  hand,  may 
be  spared  fr'om  radical  treatments  such 
as  a  mastectomy  plus  radiation,  and 
they  may  need  less  rigorous  follow-up 
monitoring. 

But  questions  remain  about  what  role 
the  gene  plays  in  cancer  In  the  several 
generations  studied  by  Skolnick's 
group — mainly  white  Mormons  from 
Utah  and  other  Caucasians — some  86% 
of  the  women  with  the  mutant  gene 
had  breast  cancer.  Yet  an  additional  14% 
who  inherited  mutant  BRCAl  genes  cUd 
not  get  cancer  during  their  lifetimes. 
Another  mysteiy  is  how  the  100  differ- 
ent mutations  found  so  far  in  the 
BRCAl  gene  lead  to  cancer. 

Scientists  also  aren't  sure  whether 
women  in  all  ethnic  gi'oups  who  have 
the  defective  gene  carry  the  same  86% 
risk  of  getting  breast  cancer  as  the 
women  in  the  original  families  studied. 
And  they  don't  know  how  to  deteiTnine 
the  cancer  risk  for  women  who  have 
the  defective  gene  but  no  family  history 
of  the  disease. 

DOCTOR'S  CALL.  These  uncertainties 
could  limit  the  mai'ket  for  Myriad's  test. 
One  influential  gToup,  the  American  So- 
ciety of  Human  Genetics,  recommends 
that  only  those  patients  diagnosed  with 
breast  cancer  who  have  a  clear  family 
history  of  the  disease  be  tested.  That's 
the  group  that  would  most  obviously 
benefit  fi'om  the  costly  test. 

Even  Dr  Barbara  Weber,  a  Univer- 
sity of  Pennsylvania  breast  cancer  spe- 
cialist who  sits  on  Myriad's  board  of 
clinical  advisers,  is  cautious  about  the 
BRCAl  test.  Unlike  the  genetics  society, 
she  thinks  it  can  be  offered  to  women 
who  do  not  have  breast  cancer  But  she 
says  the  women  should  have  a  strong 
family  history  of  breast  cancer  to  be 
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The  5th  Annual  Business  Week  Forum  of 
Chief  Financial  Officers 

'Out  in  Front:  Accepting  tiie  Leadersiiip  Ciiallenge'' 


MARCH  27-  30,  1  996.  RITZ-CARLTON,  AMELIA  ISLAND,  FLORIDA. 
In  coniunction  with  THE  PLAYERS  Championship,  a  PGA  TOUR  event. 


s  the  role  of  the  CFO  continues  to  expand 

;yond  traditional  financial  boundaries,  what  will  this 

inds-on  corporate  leader  need  to  know  to  succeed? 

in  Business  Week  and  CFOs  of  America's  most 

estigious  corporations  for  face-to-face  interaction 

id  discussion  on  how  today's  CFOs  are  tackling  their 

owing  non-fmancial  responsibilities  and  keeping 
I 

lemselves  and  their  companies  out  in  front. 


In  association  with: 

American  I nternational  Group,  Inc. 
AT&T  Capital  Corporation 
KPMG  Peat  Marj^'ick  LLP 
Milliman  cf  Robertson 
SAS  Institute,  Inc. 


Participation  is  limited  to  CFOs 
of  the  nation  s  largest  corporations. 
For  registration  information,  please 
call  Julie  Terranova,  Registrar, 
Business  Week  Executive 
Programs,  (800)  821-1329. 
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Science  &  Technology 


tested.  Indeed,  a  recent  study  by  the 
University  of  Texas  showed  that  women 
with  nonfamilial  cases  of  breast  cancer 
have  normal  BRCAl  genes.  "Outside 
the  setting  of  families  with  a  history  of 
breast  cancer,  we're  not  sure  what  to' 
tell  people"  about  the  meaning  of  a 
BRCAl  test,  she  says. 

Skolnick  disagrees.  He  thinks  the 
test  can  be  given  to  anyone  diagnosed 
vdth  breast  cancer,  not  just  those  with 
a  clear  family  history.  He  believes  that 
it  will  be  valuable  for  deciding  on  a 
course  of  treatment  as  well  as  provid- 
ing valuable  information 
to  other  family  members. 

For  Myriad,  the  out- 
come of  the  debate  will 
have  a  big  impact  on  its 
potential  market.  It's  the 
difference  between  offer- 
ing the  test  to  180,000 
diagnosed  breast  cancer 
patients  annually,  or  to 
just  18,000  or  so  patients 
with  known  family  histo- 
ries of  breast  cancer  and 
possibly  their  immediate 
relatives. 

Ultimately,  doctors  will 
make  their  own  decisions 
on  whether  to  make  the 
BRCAl  test  available  to 
their  patients.  Historical- 
ly, they  have  proved  re- 
luctant to  recommend  ge- 
netic tests  when  they 
can't  give  patients  a  clear 
interpretation  of  the  re- 
sults— as  would  be  the 
case  with  women  who 
have  no  family  history  of 
breast  cancer 

REACHING  OUT.  Myriad  faces  still  an- 
other hurdle:  competition.  By  being  the 
fii'st  to  discover  BRCAl,  the  company  is 
hkely  to  receive  broad  patent  protec- 
tion covering  products  related  to  the 
gene.  But  that  has  not  scared  off  On- 
cormed  Inc.  in  Gaithersburg,  Md.  The 
genetic-testing  startup  has  been  offei-ing 
a  BRCAl  test  for  the  last  sL\  months  at 
a  handful  of  research  centers.  The  test 
is  targeted  to  a  narrow  patient  popula- 
tion: It  compares  the  BRCAl  gene  in  a 
known  cancer  patient  with  the  same 
gene  in  other  family  members. 

Myriad  Chief  Executive  Peter  D. 
Meldrum  maintains  that  Myi'iad's  test 
will  be  much  more  accurate  than  On- 
cormed's — and  more  useful.  A  key  dif- 
ference is  that  Myriad  is  compiling  a 
huge  database  documenting  the  rela- 
tionship between  BRCAl  mutations  and 
different  ethnic  gi'oups  to  help  in  pa- 
tient counseling.  Myriad  hopes  the  in- 


Myriad's 
breast  cancer 
test  alone 
could  more 
than  double 
the  size  of  the 
$10  million 
DNA  testing 
market-and 
there  are 
more  tests  in 
the  pipeline 


formation  will  give  the  test  a  broaip 
reach  than  the  largely  Mormon  po  il- 
lation ah'eady  tested.  Still,  until  Myri;^ 
test  becomes  available,  OncoiTned  cojd 
chip  away  at  Myriad's  business,  "  b 
missing  the  advantage  of  Myriad's  te;^' 
says  Dr.  Kevin  Hughes,  coordinator^ 
the  breast  cancer  treatment  centerit 
the  Lahey  Clinic  outside  Boston.  ; 
HYPERTENSION  TEST.  David  K.  Stonels 
biotech  industry  analyst  with  Cowfer 
&  Co.,  which  served  as  Myriad's  ii- 
vestment  banker,  estimates  that  r!?- 
enues  from  the  BRCAl  test  will  re^ 
$17  million  in  1997  cW 
$67  million  in  1998.  h^ 
that  depends  on  sevea 
assumptions.  MjTiad  mi\ 
conduct  tests  on  4%  of  i- 
tients  worldwide  di;j 
nosed  with  breast  can* 
in  1997,  rising  to  11%  r* 
next  year.  That's  a  h:t 
percentage,  given  tlji 
only  5%  to  10%  of  wons 
with  breast  cancer  hit 
strong  family  historieso 
the  disease. 

Stone  is  also  assum 
that  Myriad  scientists  \ 
isolate  a  second  bic 
cancer  gene  also  implict 
ed  in  the  hereditary  I'm 
of   the    disease — cal  ■ 
BRCA2— and  will  uu- 
por-ate  it  into  its  BR< ' 
test.  That  would  boost 
test  price  fr'om  .$85(! 
$1,000  a  pop.  That's  i 
a  given.  Myriad  is  i 
volved  in  a  three- \\ 
race  to  find  the  BR(  \ 
gene,  and  there's  no  gu  ■ 
antee  it  will  win  this  time. 

Luckily  for  Myriad,  it  has  other  tc 
in  the  pipeline.  One,  for  salt-indih> 
hypertension,  could  be  introduced  iici 
year  if  the  results  of  a  National  iu^'^ 
tutes  of  Health  study  confirm  tht' 
between  the  gene  and  the  disease, 
a  test  for  heart  disease  holds  enor'im 
potential.  Myriad  thinks  it  is  clos<  i 
finding  the  gene,  called  CHDl,  whi(  I 
believed  to  be  car-ried  by  an  estimnii 
6%'  of  the  U.  S.  population. 

If  Myriad  succeeds — and  if  Stni 
r-evenue  prediction  is  right — its  biv 
cancer  test  alone  will  more  than  dou  i 
the  size  of  the  $10  million  DNA  tes(  t 
market  in  just  one  year.  At  i ! 
prospect,  Skolnick  doesn't  balk.  " 
one's  done  anything  like  this  befm 
he  says.  Indeed,  it  is  a  significant  h\ 
for-ward  for  genetics.  But  it's  also  a  kji 
into  the  unknown. 

By  Geoffrey  Smith  in  Salt  Lake  C\ 
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IT'S  NOT  ABOUT  TRACKING  DOWN  THE 
HOTTEST  FUND  OF  THE  MOMENT. 

It's  not  that  "shooting  stars"  are  bad.  It's  just  that  they  can  burn  out  Fast.  And  then 
what  do  vou  do  with  vour  IRA? 


THE  FINE  LINE  BETWEEN  SAVING  FOR  RETIREMENT 


AND  BUILDING  FOR  YOUR  FUTURE. 


Average  Annual 
Total  Returns' 

Equity-Income  II 

1-year  18.56% 
5-year  22.61% 
Life  of  fund  21.54% 


irS  ABOUT  SETTLING  IN  WITH 
A  FAMILY  OF  FUNDS  THAT  COULD  SERVE  YOU 
FOR  YEARS  TO  COME. 

You  want  a  place  with  depth  and  variety.  One  that  aims  to  help  you  maximize  your 
IRA's  performance  over  the  long  haul.  With  a  minimum  of  cost 
and  effort.  A  place  like  Fidelity 

At  Fidelity  there  are  more  than  enough  funds  to  suit  just 
about  any  retirement  strategy.  Each  backed  with  years  of  experi- 
ence and  exceptional  analytical  resources.  And  performance 
results  that  speak  for  themselves. 

Naturally,  past  performance  is  no  guarantee  of  future 
results.  When  you  sell  your  shares,  you  can  have  a  loss  or  a  gain. 

These  three  funds  are  just  the  beginning. 

You  can  put  your  IRA  to  work  in  over  50  Fidelity  funds. 
Without  paying  a  load.  Even  renowned  ones — like  Fidelity 
Contrafund  and  Blue  Chip  Growth  Fund — are  load-free  for 
investors  like  you.' 

Give  your  IRA  a  place  to  call  home.  Move  your  IRA  to 
Fidelity  today.  Pick  up  your  IRA  fact  kit  at  a  Fidelity  Investor  Center. 
Or  call  24  hours  a  day. 

CALL  1-800-544-3898 

Fidelity  via  the  Internet:  http://www,fid-inv.com 
To  join  Amenca  Online;  Call  1-800-215-0606  for  10  free  fiours 


Average  Annual 
Total  Returns' 

Blue  Chip  Growth 

1-year  25.06% 
5-year  25.04% 
Life  of  fund  20.24% 


Average  Annual 
Total  Returns' 

Contrafund 

1-year  28.86% 
5-year  25.42% 
10-year  20.52% 


Fidelity 


Inuestments 


2il/438S.001 

For  a  retirement  fact  liit  and  more  complete  information  on  any  Fidelity  mutual  fund,  including  charges  and  expenses,  call  for  a  free 
prospectus.  Read  it  carefully  before  you  invest  or  send  money. 

'Total  returns  for  the  period  ended  9/30/95  are  historical  and  include  change  in  share  prices,  reinvestment  of  dividends  and  capital  gains,  and  the  effect  of  Blue  Chip's  and 
Contrafund's  3%  sales  charge.  Share  prices  and  returns  will  vary.  Life  of  fund  for  Fidelit)'  Equity-Income  II  Fund  is  from  8/21/90.  Life  of  fund  for  Fidelit)  Blue  Chip  Grovrth  Fund  is 
from  12/31/87.    -This  offer  applies  to  certain  Fidelity  retirement  plans  marketed  and  distributed  directly  by  Fidelity  Fidelit)'  .Magellan'  Fund,  Fidelity  New  .Millennium'"  Fund,  and 
Fidelit\' Select  Portfolios"  are  excluded    Fidelit\' Distributors  Cor|)nration 


Developments  to  Watch 


EDITED  BY  NEIL  GROSS 


HOLOGRAMS  HEAD  FOR  THE  TRENCHES 

THE  COLD  WAR  IS  OVER,  BUT  THE  MILITARY  STILL  CRAVES 

whiz-bang  technology.  To  win  future  wars,  reasons  the 
Defense  Dept.'s  Advanced  Research  Projects  Agency, 
soldiers  will  need  lightning-fast  access  to  oceans  of  data 
and  digital  images.  So  arpa  is  picking  up  half  of  the  $32 
million  tab  for  a  five-year  research  program  to  commer- 
cialize a  holographic  data  storage  system  (hdss). 

Drawing  together  researchers  at  Stanford  University, 
IBM,  GTE,  Rockwell,  and  other  companies,  the  hdss  con- 
sortium is  using  lasers  and  other  electro-optic  compo- 
nents to  create  two-dimensional  patterns — called 
"pages" — of  light  and  dark  regions  representing  digital 
bits.  These  are  recorded  in  light-sensitive  ciystals  as 
hologi-ams.  Thousands  of  pages  representing  billions  of 
bits  can  be  stored  in  the  ciystal  (photo).  And  each  page 
can  be  recovered  by  illuminating  the  ciystal  with  the 
unique  reference  beam  that  was  used  to  record  that 
page.  A  gigabyte  of  data  that  fits  on  today's  disk  drives 
could  be  crunched  into  a  space  the  size  of  a  pencil  eraser. 
And  data  could  be  transported  in  and  out  of  the  crystals 
at  a  rate  of  1  billion  bits  per  second,  or  about  10  times 
the  speed  of  today's  drives.  The  consortium  hopes  to 
have  a  prototype  for  vmte-once  recording  in  three  years. 


A  BIONIG  BREAKTHROUGH  FOR  THE  DEAF 


UNMASKING' A 
CRAFTY 

MICROBE  

gonorrhea  INFECTS  ABOUT 

1  million  people  in  the  U.  S. 
each  year.  Searching  for  a 
vaccine,  researchers  have  fo- 
cused on  hairlike  structures 
made  of  a  protein  called  pilin 
that  protinde  from  the  gono- 
coccus  bacteria  and  attach  to 
host  cells.  But  the  protein 
constantly  reshuffles  the  set 
of  amino  acids  it  presents  on 
its  surface.  The  host  never 
sees  exactly  the  same  pilin 
twice,  so  it  can't  mount  an 
effective  immune  response. 

By  ciystallizing  the  protein, 
bombarding  it  with  X-rays, 
and  analyzing  the  diffraction 
patterns  with  computers — a 
technique  called  X-ray  crys- 
tallography— scientists  at 
Scripps  Research  Institute  in 
La  Jolla,  Calif.,  have  pi'oduced 
3-D  images  that  show  the 
precise  airangement  of  atoms 
in  different  parts  of  the  pro- 
tein. Biologists  John  Tainer, 
Katrina  Forest,  and  Hans 
Parge  pinpointed  a  region  on 
the  folded  protein  consisting 
of  20-odd  amino  acids  that  are 
most  prone  to  change,  which 
Forest  calls  the  protein's 
"mask."  The  rest  of  the  struc- 
ture— about  140  amino  acids, 
depending  on  the  particu- 
lar bacteiial  strain — r-emains 
more  or  less  constant. 

The  Scripps  team  is  now 
imaging  pilin  from  different 
strains  to  confirm  the  mask's 
location.  If  they're  right,  they 
should  be  able  to  strip  the 
mask  away,  create  copies  of 
pilin  representing  only  the  rel- 
atively constant  portions,  and 
mass-produce  those  as  a  vac- 
cine. Since  the  pilin  protein  in 
gonorrhea  is  similar  to  that 
in  meningitis  and  cholera,  an 
immune  response  to  such  a 
vaccine  could  attack  those  bac- 
teria as  well,  allowing  for  a 
3-in-l  vaccination.  But  refin- 
ing and  testing  such  a  vaccine 
could  take  another  10  years. 


DOCTORS  AFFILIATED  WITH 

the  University  of  Melbourne 
recently  gi-abbed  headlines 
in  Australia  by  implanting  a 
new  foiTn  of  bionic  hearing 
aid  in  the  brain  of  a  woman 
who  had  been  deaf  for  a 
decade.  She  now  hears  some 
sounds  via  a  small  pad  of 
electrodes  attached  to  the 
part  of  the  brain  that  re- 
ceives signals  from  the  ear. 

That  technology,  called  an 
auditory  brain-stem  implant, 


was  developed  at  the  House 
Ear  Institute  in  Los  Ange- 
les. With  little  fanfare,  doc- 
tors in  the  U.  S.  have  re- 
cently implanted  10  of  the 
devices  in  patients,  as  part 
of  a  clinical  trial  that  could 
lead  to  commercial  products 
by  1998.  The  procedure  is 
no  panacea  for  deafness.  It 
will  cost  $25,000  and  be 
available  only  to  patients 
who  have  tumors  on  both 
auditory  nerves. 
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INNOVATIONS 

B  Robert  Griesbach  of  tl 
U.  S.  National  Ai'boretum 
Beltsville,  Md.,  claims  that  l 
genetically  manipulating 
flower's  acidity,  he  can  obta 
an  unprecedented  variety 
flower  colors.  One  of  his  f 
vorites,  he  says,  is  the  fir 
"tnie-blue  petunia."  The  tec 
nique  could  lead  to  a  rainbo 
of  new  flower  colors  ar 
could  also  alter  the  acidity 
tomatoes  and  other  fruits  1 
make  them  easier  on  tl 
stomach. 

■  The  sweetest  sounds  : 
your  automobile  may  soc 
come  from  above — no,  n( 
from  the  celestial  sphere 
but  from  the  roof.  Nois 
Cancellation  Technologies  In 
of  Stamford,  Conn.,  a  comp; 
ny  that  was  formed  to  za 
unwanted  sounds  with  "ant 
soimds,"  has  now  developed 
way  to  use  the  roof  lining  i 
a  car  as  a  speaker.  The  tecl 
nology  delivers  what  th 
company  calls  "an  extraord 
nary  surround-sound  effect 
and  eliminates  the  need  ft 
speakers  in  the  dash  and  i 
the  rear. 


Still,  the  rapid  progress  in 
electronic  brain  implants  of- 
fers hope  for  repairing  other 
nervous-system  defects.  Re- 
search ftmded  by  the  House 
Ear  Institute  and  Cochlear 
Corp.  in  Englewood,  Colo., 
has  already  enabled  a  para- 
plegic in  Maine  to  stand  on 
his  own  feet.  Case  Western 
Resei've  University  hopes  to 
restore  some  hand  functions 
in  quadraplegics.  And  re- 
searchers in  the  field  think 
they  will  one  day  be  able  to 
give  sight  to  the  blind. 
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lealth  care  industry 

ade  smee  at  thesumm:         j^^g  Busincss  Wcek/ Deloltte  &  TouchG  LLP 


Health  Care  Summit 

Falling  Boundaries . . .  Shifting  Ground  Rules . . .  New  Competitors 


■y  Scott  Shmter, 
nisultant  to  Business 
Vct'k  Executive 
'rograms,  and  chair  of 
lie  1995  Business  Week/ 
leloitte  is  Touche  LLP 
lealth  Care  Summit 


All  for  Leverage  and 
Leverage  for  All 

"This  industry  is  unstable.  Costs  are  too 
high.  Supply  and  demand  are  totally  out 
of  balance.  There  are  too  many  hospital 
beds.  There  are  too  many  specialists. 
Ultimately  there  will  be  a  fimdamental 
change  in  the  way  health  care  is  delivered. 
It  is  inevitable." 

Robert  A.  Go,  managing  director  of  the 
Deloitte  8c  Touche  LLP  Health  Care  Practice 
spoke  bluntly  as  he  opened  The  1995 
Business  Week/Deloitte  8c  Touche  LLP 
Health  Care  Summit. 


"Physician  groups,  hospital  systems,  HMOs, 
insurance  companies,  supply  companies,  distrib- 
utors, pharmaceutical  companies:  all  are  talking 
about  integration  —  to  manage  care,  to  manage 
costs,  to  achieve  advantages  in  the  marketplace. 
If  you  ask  why  they  are  seeking  integration,  they 
talk  about  the  need  to  achieve  leverage." 

The  holy  grail  of  leverage  was  the  overarching 
tiieme  of  this  annual  health  industry  leadership 
gathering.  Leverage  by  controlling  costs,  adding 
value,  taking  on  risk,  gaining  control  of  distribution 
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BusinessWeek/ 
Deloitte  &Touche 
LLP  Health  Care 
Summit 


"Ultimately 
there  will  be  a 
fundamental 
change  in  the 
way  health  care 
is  delivered.  It 
is  inevitable." 

Robert  A.  Go, 

managing  director, 
Deloitte  &  louche  LLP 
Health  Care  Practice 


channels,  or  by  simply  being  bigger.  They  also 
questioned  whether  their  focus  on  achieving 
leverage  might  not  be  a  colossal  error.  Can  even 
the  largest  enterprise  really  achieve  control  in  a 
sector  as  large  as  health  care? 

""We  will  move  through  a  period  of  entrepre- 
neurial testing,"  said  Dr.  A.  Bruce  Campbell, 
chief  niedical  officer,  Aetna  HeaUh  Plans,  "as 
com])anies  try  to  achieve  integrated  financing 
and  health  care  deliveiy.  There  will  be  trial  and 
error  in  business  relationships."  Go  warns, 
'i  expect  to  see  many  of  these  strategies  fail. 
Perhaps  even  80%." 

The  Angry  Hospital  CEO 

The  1995  Business  Week/Deloitte  &  Touche  LLP 
Health  Care  Summit  was  a  discussion  among 
100  leaders  from  eveiy  corner  of  the  industry. 
The  exchange  of  perspectives  was  sometimes 
harshly  direct.  One  hospital  CEO,  angry  about 
pressures  being  brought  by  coiporate  purchasers 
of  health  care  declared,  "All  your  talk  about 


Doctor  Power! 


quality- of- care  is  just  baloney!  You  have  no  desi 
for  quality.  You  care  only  about  price.  When  will 
you  see  that  quality-of-care  is  a  measure  you 
should  be  interested  in?  I  hope  it  is  before  the 
quality  of  American  health  care  is  destroyed." 

information  Frustration 

Dr.  Campbell  addressed  the  aiigiy  hospital 
CEO,  explaining  diat,  "when  they  can,  HMOs 
always  purchase  health  care  services  on  the  basi 
of  value.  No  one  wants  to  make  decisions  on 
price  alone.  But  with  thousands  of  health  care 
providers  and  few  standardized  measures  of 
health  care  quality,  identifying  value  is  an 
immense  challenge.  That's  the  real  problem: 
agreement  on  what  is  most  important,  on  what 
should  be  measured,  and  on  how  to  measure  it. 
We  are  not  there  yet." 

Getting  there  may  be  a  big  business  in 
itself  Richard  R.  Howard,  president  of  elder- 
care  provider  Genesis  Heakh  Ventures  sees 
"immense  opportunity  for  entrepreneurs  in 
health  care  (lualitv  information.  Todav  most  of 


There  were  noticeably  few  physicians  on  the  Summit  panels,  a  starl<  reflection  of 
an  unfortunate  truth;  as  a  group,  doctors  are  not  organized  and  wield  very  little 
industry  power 

Though  out  of  sight,  the  physicians  were  hardly  out  of  mind.  The  consensus 
among  the  business  leaders  at  The  Summit  is  that  they  recognize  the  critical  role 
of  the  physician,  and  that  they  are  waiting  for  the  doctors  to  abandon  their 
current  resistance  to  change,  and  hoping  they  will  seize  the  leadership  role  in 
reforming  the  health  care  business. 

"If  we  are  going  to  re-make  the  health  care  delivery  system  in  this  country," 
said  Larry  Mathis,  president  and  chief  executive  officer  of  The  Methodist 
Hospital  System  in  Houston,  "that  change  will  come  from  physicians  who  take  a 
new  approach  to  the  practice  of  medicine  and  embrace  different  incentives.  It  is 
important  that  the  doctors  be  enthusiastic  about  the  change,  and  lead."  But  how 
to  encourage  that  buy  in,'  How  to  shape  those  incentives;' 

Patrick  J.  Casey,  executive  director  of  the  Health  Action  Council  of  Northeast  Ohio,  a  coalition  of 
Cleveland-area  companies  that  collectively  buy  health  care  services  for  their  employees,  explained  that  "older 
physicians  feel  they  have  lost  control.  There  is  palpable  anger  But  this  is  already  beginning  to  change.  Younger 
physicians  can  look  at  an  outcomes  study  of  their  performance  without  anger,  and  say  to  themselves,  'Of 
course;  how  else  are  we  going  to  improve  our  quality  as  physicians  unless  we  study  our  treatment  outcomes?' 
Older  doctors  still  tend  to  see  such  studies  as  intrusion." 

"How  the  physician  component  gets  reconfigured  will  vary  by  region  and  will  play  out  in  every  conceivable 
way,"  said  Mathis.  "In  our  case  we  are  working  on  an  equity  model  for  primary  care  physicians,  where  they 
are  part  owners  of  their  segment  of  the  business.  This  should  align  doctor  incentives  so  that  the  physicians 
will  minimize  expensive  health  care  resource  utilization  while  maximizing  health  care  quality  outcomes." 


Larry  Mathis 

president  and  chief 
executive  officer. 
The  Methodist 
Hospital  System 
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Our  information 
i  nnore  advanced 
fian  most  of 
ur  customers 
re  able  to  use, 
0  we  are  helping 
hem  get  up  to 
peed." 

obert  D.Walter 

lairman  of  the 
oard  and  chief 
xecutive  officer, 
Cardinal  Health,  Inc. 


tlie  information  available 
about  bealth  care  pro- 
viders is  nothing  more 
than  a  list  of  services  and 
prices.  That's  because 
there  is  tremendous 
overcapacity  and  where 
you  have  overcapacity, 
price  is  always  the  driver, 
so  that's  the  information 
jHirchasers  recjuire:  pure 
price  information.  But," 
he  continues,  "once 
supply  equals  demand, 
providers  will  no  longer 
be  able  to  succeed  on 
low  price  alone.  They 
will  need  independently- 
developed  standardized 
information  that  shows 
they've  got  the  quality, 
the  positive  health 
outcomes." 


2t  Me  Tell  You  About  Your 
usiness . . . 

ealth  suppHes  distribution  doesn't  get  much 
ention  in  the  health  care  debate.  But  this 
ulti-billion  dollar  sub-sector  is  surging  to 
ominence  as  distributors  take  on  roles  far 
;yond  what  Robert  D.  Walter,  CEO  of  Cardinal 
ealth,  one  of  the  largest  pharmaceutical 
stributors,  calls  "the  rag  merchant  mentality" 
days  gone  by. 

F.  DeWight  Titus,  vice-chairman  of  General 
edical  Corporation,  the  nation's  largest  distrib- 
or  to  physician's  offices,  surgery  centers,  and 
:tended  care  facihties,  described  what  he  calls 
he  challenge:  distributors  being  called  upon  to 
D  things  that  they  have  traditionally  not  done, 
id  to  take  on  responsibilities  they  have  never 
:en  in  the  past."  Some  distributors  now  offer 
:apitation"     a  promise  to  provide  all  the 
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supplies  needed  for  one  set  fee.  And  they  will 
place  their  own  staff  on  site  to  inn  a  hospital's 
supply  management  operations. 

Data  is  key  to  the  new  science  of  medical 
supply  distribution,  and  the  strong  suit  at 
Walter's  Cardinal  Health.  "We  place  an  informa- 
tion device  at  each  customer's  location  —  a 
powerRil  analytical  tool.  Today  our  information 
is  more  advanced  than  most  of  our  customers  are 
able  to  use,  so  we  are  helping  them  get  up  to 
speed  to  benefit  from  all  we  can  tell  them  about 
their  own  business." 

In  the  maelstrom  of  industry  integration, 
independent  distributors  appear  secure. 
As  Robert  Go  of  Deloitte  &c  Touche  LLP 
explained,  "Independence  is  a  competitive 
advantage.  Wlien  a  distribution  channel  is 
owned  by  a  manufacturer,  people  routinely 
cjuestion  whether  the  data  from  that  system 
may  be  biased.  Independent  systems  do  not 
induce  such  market  skepticism." 

High  Tech,  Low  Tech  —  No  Tech? 

Costly  dmg  treatments  that  used  to  be  prescribed 
with  alacrity  now  face  fearsome  HMO  scrutiny. 

As  health  care  jjrovider 
organizations  merge  and 
grow,  they  demand  bulk 
prices,  putting  a  fi.irther 
squeeze  on  margins  at 
phaniiaceutical  compa- 
nies. The  highest-cost 
technologies  of  health 
care  are  also  political 
lightning  rods.  When  the 
health  care  refonn  issue 
re-heats,  pharmaceutical 
price  caps  may  return  to 
the  political  agenda. 
Little  wonder  that 
research  and  new  product 
development  budgets 
have  been  scrutinized 
across  the  dmg  industry. 

But  health  innovation 
specialists  at  the  Business 
Week/ Deloitte  &:  Touche  LLP  Health  Care 
Summit  generally  took  a  sanguine  view,  saying 
that  they  remain  confident  that  the  future  of 
pharmaceutical  innovation  is  secure. 


"The  payers  are 
finally  looking  at 
the  total  cost  of 
care.  That's  good 
news  for  the 
pharmaceutical 
industry." 

Robert  E.  Cawthorn 

chairman  of  the  board, 
Rhone-Poulenc 
Rorer,  Inc. 


The  1995 
BusinessWeek/ 
Deloitte  &  Touche 
LLP  Health  Care 
Summit 


"With  thousands 
of  providers  and 
few  standardized 
measures  of 
health  care 
quality,  identify- 
ing value  is 
an  immense 
challenge." 

Dr.  A.  Bruce  Campbell 

chief  medical  officer, 
Aetna  Health  Plans 
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"The  payer  of  healtli  care  costs  is  actually 
iiiorc  interested  iii  what  we  have  to  otter  today 
than  they  were  in  the  past,"  said  Robert  E. 
Cawthorn,  chairman  ot  Rhone-Poiilenc  Rorer. 
"That  is  hecause  they  are  finally  looking  at  the 
total  cost  of  care,  and  not  just  at  the  individual 
pieces.  That's  good  news  lor  the  pharmaceutical 
industry  because  there  are  many  cases  where  the 
most  cost-ellective  way  to  treat  a  disease  is 
greater  use  ot  pharmaceuticals." 

Aetna's  Dr.  A.  Bruce  Campbell  agreed:  "If  we 
are  to  see  leapfrog  improvement  in  the  value  of 
healdi  care  semces  it  is  up  to  us  to  stimulate 
mnovation.  This  mdustiy  will  pay  for  that  as 
long  as  the  costs  are  not  unreasonable." 

The  focus  on  cost-reduction  could  be  a 
boon  for  providers  of  low-technology  health  care 
solutions.  Timothy  Aitkin,  vice-chairman  and 
president  of  Apria  Healthcare  Group,  one  of  the 
nation's  largest  providers  of  home  health  care 
services,  sees  his  industiy  growing  dramatically 
"for  the  veiy  reason  of  cost  containment."  But  this 
has  not  happened  yet.  because,  says  Aitkin,  "The 
])eoj3le  who  control  the  dollars  —  particularly 
insurers  —  are  notably  unaware  of  what  home 
health  care  can  offer,  and  Washington  even  more 
so.  But  this  will  certainly  change." 


Unanswered  Questions  — -  Uncertain  Outcomes 


by  Elizabeth  Moench 

The  managed  care  industry  is  tal<ing  it  on  the  chin.  The 
media  delights  in  finding  disgruntled  consumers  and 
physicians  to  point  out  failings  of  managed  care.  But  is 
managed  care  unjustly  bearing  the  blame  for  a  health  care 
system  in  chaos?  Are  managed  care  providers  the  "fall 
guys"  of  restructuring  even  as  they  shake  out  excesses  and  inefficiencies? 

The  political  debates  of  the  past  several  years  have  shaped  our  national 
expectations  for  health  care;  Americans  want  high  quality  care  at  the  cheapest 
possible  price,  and  they  are  not  yet  sure  whether  managed  care  companies  can 
deliver  that.  So  managed  care  is  squeezed  between  an  angry  constituency  of 
doctors  and  health  care  workers  on  the  one  hand,  eager  to  expose  the  foibles 
of  the  system,  and  a  vocal  public  that  expects  no  limits  on  their  health  care. 
Criticism  of  managed  care  will  continue  until  the  industry  plays  an  active  role 
in  communicating  and  encouraging  a  more  sensible  public  debate  of  these 
difficult  issues. 

Elizabeth  Mm-iich  is  president  ofMediciGrvup,  Inc.,  a  Princeton-based  firm  specializing 
in  health  can  marketing  communications.  MediciGroup  served  as  program  consultants  to 
the  1995  Business  Week/Deloitte  e>  Touche  LLP  Health  Care  Summit. 


Competitive  Health  Care  Markets 

By  listening  closely  to  the  panelists'  descriptic 
of  their  own  activities,  participants  at  the  199f 
Business  Week/Deloitte  &:  Touche  LLP  Healt 
Care  Summit  could  gain  a  sense  of  what  tomori 
is  likely  to  hold  tor  their  businesses.  The  case 
the  650,000-member 
HealthPartners  HM 
Minnesota  was  partic 
larly  striking.  "We  arel ' 
aggressively  pursuing 
the  concept  of  consunl 
choice  and  provider 
accountability,"  explaiiji 
HealthPartners 
President  and  CEO 
George  C.  Halvorsoi 
"Our  members  ha 
access  to  detailed  infc 
mation  on  4,500 
doctors,  their  quality 
care,  outcomes  of  can 
service  levels,  satisfac 
tion  levels,  accessibilii 
issues,  training, 
credentials,  referral  patterns,  and  hospital  usa 
—  doctor  and  institutional  profiles  that 
consumers  can  use  to  make  their  own  choice  s 
They  can  also  read  of  how  odiers  who  have 
used  that  doctor  or  care  system  felt  about 
their  experience. 

"This  was  impossible  to  do  before  the  a(l\( 
of  managed  care.  And  it  creates  a  veiy  healtli\ 
competition  among  the  providers.  We  have 
,'30-S(jme  teams  of  providers  competing  with  e.i  t 
other  for  the  patients  through  this  information 
system.  If  they  do  the  best  job  of  providing  sen  r 
with  quality,  etc.,  they  get  the  patients.  If  the) 
don't,  they  lose  the  patients. 

"Our  system  changes  the  definition  of  an 
HMO:  instead  of  a  health  care  system  that 
offers  iKj  choices,  managed  care  becomes  the 
only  health  care  environment  that  does  offer 
meaningful  choice." 


"We  are  aggres- 
sively pursuing 
consumer  choice 
and  provider 
accountability." 

George  C.  Halvorson 

president  and  chief 
executive  officer, 
HealthPartners 
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XPORTS  THAT  ARENT 
iOING  ANYWHERE 

w  scam  artists  dupe  companies  eager  to  sell  overseas 


t  seemed  like  the  perfect  opportu- 
nity to  break  into  an  important 
emerging  market.  At  least  that's 
what  LifeScan  Inc.,  a  Johnson  & 
nson  subsidiary,  thought  when  it 
eed  in  1993  to"^sell  $400,000  worth 
jlucose  test  strips  at  half  the  U.  S. 
Jesale  price.  Tht  buyer,  Swiss-based 
^lo-American  Foundation,  promised 
iistribute  the  Milpitas  (Calif.)  com- 
/s  devices  to  needy  diabetics  in  the 
ner  Soviet  Union.  But  the  deal  was 
Jy — particularly  when  LifeScan  dis- 
ered  that  its  strips  never  even  left 
5.  shores.  Instead,  they  allegedly 
•e  diverted  by  Anglo-American  to  a 
V  Jersey  warehouse  and  then  resold 
ocal  distributors  for  a  tidy  profit. 
ifeScan  is  just  one  of  a  growing  num- 
of  U.  S.  companies  claiming  to  be 
imized  by  a  Uttle-known  crime  called 
ort  diversion.  At  first  blush,  the  fraud 
;ht  seem  Hke  just  another  petty  rip- 
In  reality,  export  diversion  presents 


an  enonnous  danger  to  business  and  the 
public.  "This  is  a  sinister  and  evil  form  of 
fi-aud  that  thi-eatens  the  health  and  safe- 
ty of  consumei-s  and  costs  taxpayers  mil- 
lions of  dollars,"  says  Noel  L.  Hillman,  an 
assistant  U.  S.  attorney  in  Newark  who 
is  at  the  forefront  of  a  nationwide  crack- 
down on  export  diversion. 

Consumer-product  giants,  including 
Borden,  Nestle  usA,  and  Procter  & 
Gamble,  have  been  hit  hard  by  such 
schemes  recently.  Diverters  buy  premi- 
um-brand goods,  such  as  Alpo  dog  food 
and  Ti"ek  bicycles,  at  the  deeply  dis- 
counted prices  tyjiical  of  orders  bound 
for  untapped  mai'kets.  During  shipment, 
the  goods  are  tumed  around  at  foreign 
ports  and  illegally  resold  to  dealers  and 
retailers  in  the  U.  S.  for  a  sizable  prof- 
it— stealing  domestic  customers  from 
the  original  manufacturer  as  well,  say 
the  feds.  "Diversion  has  become  increas- 
ingly expensive  for  legitimate  Ameri- 
can exporters,"  says  Donald  E.  deKief- 


fer,  a  Washington  attomey  who  has  in- 
vestigated dozens  of  such  cases. 

No  one  knows  for  sure  how  wide- 
spread the  problem  has  become.  Says 
one  U.  S.  Customs  official:  "It's  like  ask- 
ing how  much  narcotics  are  coming  into 
the  U.  S."  But  another  Customs  Ser- 
vice agent  estimates  that  nearly  $100 
million  worth  of  imported  goods  that 
entered  the  Port  of  Newark,  N.  J.,  alone 
in  the  12  months  through  September 
were  false  exports.  Attorney  deKieffer 
thinks  at  least  half  of  the  $15  biUion  in 
goods  returned  to  the  U.  S.  in  1994,  or 
3%  of  all  exports,  could  be  fraudulent. 
BILK  MAN.  Harm  to  big  business  is  bad 
enough.  But  discrepancies  in  the  data 
may  mean  that  government  economists 
are  overstating  figures  used  to  tally 
closely  watched  trade-balance  statistics. 
Taxpayers,  too,  get  the  shaft  when  ex- 
port-incentive payments  are  made  to 
victimized  companies.  The  government 
provides  a  variety  of  financial  induce- 
ments to  manufactiu-ers  to  spui"  them  to 
export.  Fu'st  Bi'ands  CorjD.  in  Danbuiy, 
Conn.,  the  maker  of  Glad  plastic  bags, 
got  a  $238,316  rebate  on  duty  paid  for 
imported  petroleum  resin  used  to  make 
the  bags  the  company  thought  it  was 
exporting  to  Nigeria.  But  it  tiu"ned  out 
a  New  Jersey  food  broker,  Steve  Lasa- 
la,  had  sold  the  bags  back  into  the  U.  S. 

First  Brands  wasn't  the  only  compa- 
ny bilked  by  Lasala.  The  food  broker 
was  charged  with  cheating  39  corpora- 
tions out  of  $20  miUion.  The  victims  in- 
cluded Quaker  Oats,  p&g,  Duracell,  and 
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U.S.  manufacturer 
XYZ  Co.  sells  / 
100,000  widgets  to 
Europe-based  ABC  Trad- 
ing Co.  for  $10  each, 
half  the  U.S.  wholesale 
price,  to  gain  a  foothold 
in  Kazakhstan. 

4 The  widgets  are 
distributed  in  the  U.S. 
XYZ  finds  it  can't  place 
orders  with  some 
customers  because 
they've  already  bought 
XYZ's  widgets  for  less. 


How  Export  Diversion  Works 


*./^  KAZAKHSTAN  , 


2 XYZ  ships  the 
widgets,  while  ABC 
secretly  presells  them  to 
U.S.  supermarket  chains 
and  wholesalers  for  $15 
each.  The  widgets  arrive 
in  Rotterdam,  where 
they  are  transported  to  a 
warehouse,  repackaged, 
and  shipped  back  to 
the  U.S.  duty-free  as 
"American  goods 
returned." 

3 ABC  pockets 
$500,000— the 
difference  between 
the  discounted  export 
price  and  the  price 
paid  by  vendors. 
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Business  Opportunities 


TRUMPNET  COMMUNICATIONS,  INC. 

INVESTMENT  ALERT:  THE  NEXT  NETSCAPE 


MAKE  HUGE 


$$$  PROFITS  $$$ 


FROM  THE  INTERNET  CHARGING  TOLLS 
You  don't  have  to  be  a  COMPUTER  NERD  to  launch  this  business 

1  -800-939-501 0  http://www.trumpnet.com 


CONSULTANTS/TRAINERS 
International  firm  expanding  in 
LS  needs  independent 
coasultants  and  trainers  to 
represent  our  company.  We 
offer  some  of  the  finest  human 

resource  development 
programs  available  today.  Very 

high  income  potential. 
Extensive  training  and  support. 
Management,  marketing,  or 
consulting  experience  helpful. 
Send  resume  or  brief  personal 
history  to: 
Resource  Associates 
Corporation 
D.L.  Engle,  VP  Development 
Department  "WB1295" 
100  Kachel  Blvd.,  #150E 

Reading,  PA  19607 
(800)  799-6227,  Ext.  12 
FAX:  (610)  856-5918 


CPA's  Free  Book  Reveals: 


**HowToBuyOr  Start 
Any  Kind  of  Business  With 
Absolutely  None^ 
off  Your  Own  Cash.^ 

(  omplimcntary  copy  to  sfrious  parties. 
(  all  800-:{52-94(X)  oi  (702)  .584-0700. 


insurance 


$500,000 

LIFE  INSURANCE 


Age 

10  Year 
Level 
Term 

15  Year 
Level 
Term 

20  Year 
Level 
Term 

Joint 
Avg 
Age 

Sur- 
vivor- 
ship 

35 

$410 

$485 

$630 

50 

$1,816 

45 

"$805 

$860 

$1,300 

60 

$3,167 

55 

$1,785 

$2^235 

$2,915 

70 

$6,590 

65 

$4,705 

$6,245 

$6,819 

80 

$25,100 

Annual  Premium'  ■  Preferred  -  No  Tobacco  use 

Underwritten  by  ma|or  life  insurance 
companies  given  highest  ratings  (or 
financial  soundness  by  A  (VI  Best. 
Standard  &  Poors  and  (Moody's 
CALL  FOR  A  FREE  QUOTATION  ON 
ANY  DESIRED  AMOUNT  AND  PLAN: 

1-800-444-8715 

Financial  Services  Group 
1 89  Reservoir  Street 
Needham.  lilA  02194 
Through  our  multi-company  representation. 
Financial  Services  Group  ot(ers  the  most 
competitive  products  available  in  today's 
marketplace.  Permanent  li(e  plans  are  also 
available 

"Not  available  in  some  states 


US  CORPORATIONS  AND  LIMITED 

LIABILITY  COMPANIES  (LLCs) 
SET  UP  INSTANTLY  IN  DELAWARE 
(USA)  BY  PHONE  OR  FAX 


I  P.O.  [Jox  5722,  Dept.  BW.  Wilmington.  DE  1<>H08| 

Phone,  FAX  anytime  or  write  for  your  FREE 
I  D'  tuware  Incorporation  Handbmyk  (6ih  Edilion}  | 
I  TEL:  800-423-2993  . 

>     FAX:  302-996-5818  anytime  > 

^Delaware  Business  I ucoi'i. orators,  Inc.^J 


EXCELLENT 
BUSINESS  OPPORTUNriY 

$1250  investnnent  required. 
Potential  $10,000-1-  return  in  only 
weeks  Money  back  Guarantee! 

No  selling  -  not  MLM 

1-800-432-0018  ext  0550 


Health/Nutrition 


Customized  Vitamins 


vil.iniins,  niintTfils,  diid  tntTgy-^ivin^; 
jtnino  acids-over  150  tests-to  analyze 
your  disease  risk.  Based  on  your 
results,  we  design  an  optimal 
supplement  program  to  maxmiize  your 

heallh  and  enerf;y  levels  Formerly 
.ivaH.ihle  only  In  pi .  .Irss  i(  .11,1 1  .tlhlrh^s 

Get  the  only  complete  nutritional 
supplement  program  that  is  designed 
for  your  unique  biochemical  needs. 

CALL  TODAY  FOR  MORE  INFORMATION 

1-800-466-EMCS 


EfK'wnii  K  MeMlmln  ffinsullmj;  Sef\'Kfs 

".(11)11  PvM  hlree  Intl  Blvd  ,  Noii  fuss,  GA  IUII7I 


investment  Services 

PROTECT 
YOUR  PROFITS! 
Here's  how.  Read  the 
Agressive  Investor 

Three  months  $55 
One  year  $195 

The  Agressive  Investor 

P.O.  Box  4011 
Ceritos,  Ca.  90703-401 1 


Telecommunications  Products/Services 


Travel  Abroad  with  a  PC  & 
fax/modem? 


Recognize  this  problem? 
TeleAdapt  provides 
■jolution-j  winch  enable  you 
to  connect  communicate 
troni  anywhere  in  the 
world. 

Contact  us  now  for  more 
information' 

USA  Tel:  408  170  SIOS 
COMPUSERVE  ID:  72623.706 
UK  Tel:  *44  ISI  421  4444 
Australia  T*l    *(,!    1  966  1744 


IMPROVE  YOUR  BOTTOM  LINE 


IJi<;  S:n  in<;s  on  Toll  & 

Long  Distance  Phone  Service! 

•  Higliesi  Quality  &  Easy  Changeover! 

•  Flat  Interstate  Rates  From  8  50/min 

•  .^0%  -  60%  Less  Tlian  Most  Carriers 
For  Free  Quote  and  eonsultation 
Call  Adam  Levin,  VP  -  Sales  &  Mktg 

at  CilobalCoin:  1-800-809-1269 


Save  Up  To  57%  On 
Teleconferencing  Calls 

No  set-up  fees.  No  minimum  time. 

No  cancellation  fees. 
Superior  quality.  Superior  service. 

Free  info:  CAG  Associates 
Tel.  800/500-6233 
Fax  203/237-2940 


Business  Services 


MEDIA  WORLD  TELEVISION 
1-800-200-4243 


CORPORATE  VIDEOS 


'Commercials  *  Video  brochures 
*lnfomercials  *  Training  videos 
-  From  Script  to  Screen  - 


CONSIDERING  GOING  OFFSHORE? 


For  FREE  INFORMATION  on  Offshore  Asset  Pro- 
tection Strategies,  Offshore  Trusts  International 
Business  Corporations  International  Banking  and 
Investing  Dual  Citizenship  and  International  Ven- 
ture Capital  Development  Asset  Protection  Annu- 
ities plus  Individual  Business  Opportunities  in  off- 
shore consulting  Call  FFC.  Inc  .  1-800-633-2462 
(FFC,  Inc  IS  NOT  a  legal  accounbng  or  financial  plan- 
ning firm  and  does  not  give  ttiis  type  of  advice  See 
your  licensed  professional) 


RESEARCH  REPORTS 


I  20,000  ACADEMIC  TOPICS  AVAILABLEi 

I  Send  $2  lor  Ihe  280  page  catalog 

I  Custom-wnllen  reports  also  available 

.  RESEARCH  ASSISTANCE 

'  11322  Idaho  Ave,  #206BF 

I  Los  Angeles,  CA  90025 
iTOLLFREEHOTUNE:  800-351-0222 

:  01310  477  8226 


TELECONfERENCm  Asik 


The  Best  Rates  In  The  Country! 


Reserve  Your  Next  Conference  Call  By 


1-800-787-MEEl 


WHOLESAL 

Long  Distance 


VERY  LOW  FLAT 
DOMESTIC  &  INT'L  RK\ , 

FOR  INFORMATION  CA 

800-922-4305 


Computer  Equipment 


HEWLETT-PACKARC 

Buy-Sell-Trade 

LaserJet  ColorPro 
DeskJel  Draft  Pn 

RuggedWriler  Draft/M.i.i 
Electrostatic  Plotters      DesignJf  i 
HP  9000  Workstations  and  Vectras  also 

Ted  Dasher  &  Associate 

41 1 7  Second  Ave  ,  S  Birmingham,  AL 

Phone:  205/591-4747  Fax:  205,'591-1  li 
800/638-4833  •  E-mail  sales@dashef  in' 


Education/Instruction! 


92  languages 

Yes,  we  have  audio-cassette  | 
courses  in  languages  from 
Afrikaans  lo  Zulu  and  evei^thir] 
in  between  Short  courses 
and  long  courses 
Easy  and  in-depth  We  have  beel 
serving  language  learners  for  [ 
25  years  CaJl  or  write  for  our  | 
free  60-page  Whole  World 
Language  Catalog. 


auDiQ-Fanum 

TMe  i-ArMOUAoe  bouhce 

Room  3529.  96  Broad  St , 
Guilford.  CT  06437 
1-800-243-1234  •    Fax  203-453-971 
e-mail  74537  550f(i)compuserve  coml 


EXTERNAL  DEGREE 

BA/BS  MS/MBA  PhD/JD 
I  Ciedit  for  work /life  exp  •  AccrediJI 
(800)  444-8569  (24  hrs.) 

LaSalle  University 

I  Dept.  569  Mandevllle,  LA  70470-4iJ 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  2010 
CHICAGO.  IL  60611 


Automotive  Products 


RADAR  JAMMER 

Defeats  X,  K,  Ka,  wide, 
jperwide,  instant  on,  and 
oto;  was  $279  NOW  $249 

LASER  JAMMER 

was  $230  NOW  $209 

SUPERSTEALTH 

Radar  absorbing  bra; 
Was  $650  NOW  $579 

Sale  ends  12-29-95 

The  Watchful  Eye 

1-800-299-0889 
Fax:  303-456-9259 


Capital  Available 


SEARCHING  FOR 
FUNDING? 

atch  funding  request  to 
2,000  capital  sources. 
$99A/o  match,  No  fee. 

Call:  714-837-0570 

or  Internet 
)://www.business1  .com/abfd/ 


Education/Instruction 


DLLEGE  DEGREE 

HELORS  •  MASTERS  >  DOCTORATE 

For  Work.  Life  and  Academic 
Eiperience  •  No  Classroom 
Attendance  Required 

Call  (800)  423-3244 

or  send  detailed  resume 
lor  Free  Evaluation 

icific  Western  University 

600  N  Sepulveda  Bl«d  DepI  170 
Los  Angeles,  CA  90049  USA 


niversity  Degrees 


roved  Self  Paced  Home  Study 
>ciate  BachelorsMasters  Doctors 

less  Admin.  Public  Admin.  Health 
Admin.  Human  Resources,  Finance, 
lational  Business,  Tech  Mgmt,  Law, 
eyal.  Psychology.  Computer  Science 

(800)477-2254  (24  hrs) 
Southern  California  University 

for  Professional  Studies 
)  t.  17  St-BW.  Santa  Ana.  CA  92701 


INVEST  IN  YOU 


Your  VALUE  IS  Whiil  Yciu  Know 
irovcd  BS\  and  Masters  in  Business  and 
ngineering  Tlirough  Disiance  Loaniing 

Call  Now  For  FREE  Tape 
1-800/782-2422 

CNU 


09  Parthenla  SL.  North  riills.  CA  91343 


Internet  Services 


ni/hy  it's  important  to  register, 
■your  business  name 
.onttie 


Recorded  f^essage 

(800)641-61081 

Association  of  Internet  Userjj 


STANDARD  &  POOR'S 

IIWIIiM'ld 


RATINGS  &  REPORTS 

FREE 

on  The  Insurance  News  Network 
(http://www.lnsure.com) 


FREE  Internet  Access 


E-Mail,  Gopher,  WWW, 
Telnet,  FTP  <&  More! 
Get  On-Line  FREE 
Dial  Our  MODEM  NOW! 


217-322-1111 


Long  Distance  Charges  Apply 


Point-of-Sale/Display  Products 


other  sizes  and  quantities 
available  Call  us  today  at 
910/274-0882  for  fflff 
samples  and  information 


$'395 


'EACH 


PosterPrints 


Literature  Displays; 

Wi^H  LARGEST  SELECTION  ■ 
famSM  IN  THE  COUNTRY  t 


Corporate/Holiday  Gifts 


Railwayivian's 
pocketwatch 


(ltrni.il  walih  c,l  DiL-  R( 
Slate  Railway  ISjewc 
95  +  S3  S/H  v«,ui 

1-800-375-3943 

FRhK  I  A  I  AIXK; 


po  Bos  s:s 

While  River  kl  .VTIWII 


Culinary  Tools 


S<ivin}>s  frum 
l»ROFESS(ONAl'cUTLEKY  DIKCCT 


The  Wiislhof-TridenI 
7"  Cook's  Knife 
$70.00   lust  $53.80 


FREE  catalog 


Incredible 
selection  of  fine 
culinary  tools:  knives, 
cookware  &  more. 

Professional  Cutlery  Direct 
(800)  859-6994 

Dept  evVaC,  I  70  Boiicm  Posi  Rd  Suiie  I  is.  Mddiior^.  CT  06 


Investment  Opportunities 


/  Visit  Us... 

5 1  Actrades 
Yz..  shareholder 
'l^p  Internet  site. 

htff/www.acrt.coin/invest 


Travel 


SAVE  '^"^  ^'^^^ 

\j  http://www.travnet.coni 
Over  375  Locations  CALL: 
1-800-853-PLAN 


dAV  t 

25% 


OFF 


AIRUNE.  YES,  YOU  GET 
MILEAGE  PLUS  BONUS 
MILEAGE!  ENROLL  FREE. 
INTERNET  ACCESS 


UNIQUE  LOGO  GOLF  BALLS 
From  Courses  You  Only 
Wish  You  Could  Play! 

Different  balls  (our  logo  ctioice) 
delivered  every  month  or  as  often 
as  you  like.  All  balls  are  brand  new 
Pinnacle  Gold  Balls. 

1/2  doz.  $19.95  or 
1  doz.  $29.95,  plus  $4.50  S/H 

Call  1-800-EAGLE-18 
(1-800-324-5318) 

Visa,  M/C 


'  8-day'tlixk  I, mud  on  Sovje 
nuclear  subs'  Waterproof  In 
2.000'.  wilhslaiids  depth 
charge  concussions,  wind- 
ing key.  wall  mountinp 
plale,  taclory  dots  inci 

o«/v*69^^!.-.s,H 
caBM  800-442-0002 

Sovielski  Collecliu 


Send  us  your  color  logo"  along 
with  SI2.50  and  we'll  rush  you 
a  personalized  working  quartz 
watch  sample  as  our  convincer! 

A  timely  idea  for  

Incenlive   Premium  Dealer/Loader 
Business  Gifl  Convention  or  Meeting 
( Limit   2  samples  per  company  'a]  $  1 2  50  each) 
FREE  CATALOG-FAX  (818)  288-62(HJ  OR  WRITE 

IDEAL  WATCHES,  CO. 

8033  SUNSt  r  BLVD  *63  LOS  ANGELES.  CA  90t>46 


Franchising 


Franchise 

your  business! 

Call  for  inlormation  about 
"Franchise  Your  Business"  seminars 
scheduled  throughout  the  country. 

mncorp* 

Specialists  in  Frsnchlse  Development 

1-800-877-1103  B« 


Business  Opportunities 


1  > 


Thirty  Businesses  You 
Can  Run  From  Your  Home 
With  A  Computer! 

FREE  Cassette  Tapes:  These  two  free 
cassettes  will  explain  now  you  can  start 
several  or  all  of  these  thirty  proven  busi- 
1  retain  the  security  of  your  present  position. 
If  you  purchase  our  software  and  business  program,  you  will  receive 
the  computer  and  printer  at  no  extra  cost.  If  you  already  own  a  com- 
puter, you  may  receive  a  discount.  Earn  potentially  up  to  $4,000  or 
more  each  month.  Free  home  office  training.  Financing  available. 
To  receive  free  explanation  cassettes  and  color  literature,  call  toll-free: 

1-800-343-8014,  ext.  2290 

Computer  Business  Services,  Inc.,  CBSI  Pla:a,  Suite  2290,  Sheridan,  IN  46069 


INCLUDED 

PcntiMm  '  Computer 

nesscsS  part-time  and  sti 


Legal  Affairs 


Hoi-inel  Foods.  Lasala  pleaded  giiilty  in 
1994  to  a  number  of  charges,  including 
wire  and  customs  fraud.  His  punish- 
ment: $1.9  million  in  fines  and  restitution 
and  four  months  in  jail. 

The  diversion  game  also  puts  consum- 
ers at  risk  because  companies  don't  al- 
ways know  where  their  products  end  up. 
"A  company  distributing  food  in  the  U.  S. 
is  supposecl  to  be  able  to  tell  the  govem- 
ment  where  it  goes  in  case  of  a  recall," 
explains  Nancy  G.  Brown,  vice-president 
and  general  counsel  for  Borden 
Foods  Coi-p.  "If  the  stuff  is  being 
diverted,  you  lose  that  control." 
In  August,  Borden  Inc.  filed  civil 
charges  against  two  companies 
for  allegedly  selhng  Realemon 
juice  in  the  U.  S.  after  agreeing 
to  export  it  to  the  Czech  Repub- 
lic. The  defendants  could  not  be 
reached  foi-  comment. 
Rx  RISK.  The  Food  &  Di-ug  Ad- 
ministration needs  to  keep  track, 
too.  The  agency  is  focusing  on 
the  way  in  which  export-diver- 
sion scams  skew  statistics  medi- 
cal experts  rely  on  to  determine 
a  di-ug's  safety.  The  fda  regular- 
ly monitors  the  adverse  side  ef- 
fects caused  by  dings,  in  case  it 
needs  to  pull  dangerous  medica- 
tion from  the  market.  "Those 
statistics  could  be  off  if  thei'e's 
actually  more  of  the  dmg  being 
consumed  in  the  U.  S.  than  we 
know  about,"  says  James  Dahl, 
assistant  director  of  the  fda's 
Office  of  Criminal  Investigations. 

With  so  much  at  stake,  law 
enforcers  who  once  cast  aside 
export-tliversion  cases  are  clamp- 
ing down.  In  recent  months, 
trade  sleuths  from  Customs  and 
the  FDA  have  joined  forces  in 
dozens  of  ongoing  investigations 
in  Miami,  San  Diego,  and  New- 
ark to  nab  diverters. 

In  one  of  the  biggest  busts  to 
date,  three  people  were  indicted 
in  July  for  their  alleged  roles  in  a  slew 
of  expoil  scams,  including  the  one  that 
allegetlly  ripped  off  LifeScan.  The  122- 
count  indictment,  which  includes  wire 
fraud  and  money-laundering  charges, 
accuses  the  three  of  defrauding  Nestle, 
.I&.J,  Bayer,  and  ICN  Phannaceuticals  out 
of  $19  million.  Two  defendants  deny  the 
charges,  while  a  third,  awaiting  extradi- 
tion in  France,  declines  comment 
through  his  lavvyei'.  The  three  ai-e  sched- 
uled to  go  to  trial  on  Jan.  16  in  Newark. 

Until  recently,  most  trade-diversion 
cases  have  been  handled  by  companies 
internally  or  in  civil  court.  Johnson  & 
Johnson's  international  sales  staff,  for 


example,  refer  about  a  dozen  suspicious 
foreign  orders  every  month  to  the  com- 
pany's executive  dh'ector  for  security, 
Wayne  Gilbert,  who  says  at  least  a  cou- 
ple turn  out  to  be  bogus.  But  the  Lasa- 
la case  has  emboldened  angry  execu- 
tives to  get  the  government  more 
involved.  "Now,  companies  are  coming 
out  of  the  woodwork,  saying,  'Can  you 
help  us?' "  says  a  Customs  agent  who 
tracks  export  diversion.  "I  could  easily 
spend  the  next  20  years  doing  this." 


Li  This  is  a  sinister  and  evil 
form  of  fraud  that 
threatens  the  health  and 
safety  of  consumers  n 

-  NOEL  L.  HILL.MAN,  Assistant  U.S.  Attorney 


.iiV.i  collaborated  with  U.  S.  authoiities 
in  a  sting  in  1994  that  nailed  Anglo- 
American  and  helped  crack  other  al- 
legedly fi-audulent  operations,  the  Jus- 
tice Dept.  says.  Customs  strongly 
suspected  Anglo-American  was  selling 
the  glucose  test  strips  it  purchased  fi'om 
LifeScan  in  the  U.  S. — not  in  the  foimer 
Soviet  Union.  So  the  next  time  the  gi'oup 
offered  to  buy  more.  Customs  investiga- 
tors seci'etly  tracked  the  shipment  from 
the  New  Jersey  wai'ehouse  to  a  storage 
site  in  New  York  and  finally  to  U.  S.  dis- 
tributors. How  did  they  do  it?  At  the 
feds'  suggestion,  LifeScan  stuffed  cou- 
pons for  a  fi'ee  box  of  stilps  into  the 


sliipment.  When  users  around  the  coi 
try  started  phoning  in  for  then-  fi-ec  e 
Customs  traced  the  purchases  baci> 
specific  pharmacies  and  fi-om  thei  f. 
distributors  and  to  the  phony  foundat  n 
SKIN  DEEP.  In  the  LifeScan  case, 
elaborate  plan  did  the  trick.  But  gi 
the  far-flung  nature  of  many  of  tli 
operations,  most  export  diversion  u 
undetected.  Tliat's  because  once  a  sali 
made,  diverters  often  mask  their  IV; 
by  using  "U-boat"  schemes.  These 
volve  sliipping  the  goods  ah)-, 
to  an  intermediate  port,  sucli 
Rotterdam,  where  they  arc 
routed  back  to  the  U.S.  du 
free  as  "American  goods 
turned."  In  other  scams, 
goods  never  leave  the  U.  S. 
diverter  tells  the  manufaci 
to  deliver  the  products  \< 
wai'ehouse  neai-  a  port  for  cuii 
idation  with  other  shipmei  -- 
From  there,  they  are  truckcl 
another  location  and  parcek  ' " 
to  the  diverter's  customers. 

Regulator  suspect  that  exp 
diversion  also  provides  organi: 
crime  with  a  new  techniqui 
laundering  money.  The  appealjl 
the  scheme  has  givwn  as  repeal- 
ing requii'ements  for  bank-\\ 
transfers  have  stiffened.  Urn  j 
a  tyjjical  scenaiio,  a  clrug  kingm 
wii-es  $10  million  to  a  Swiss  b;  ]-; 
account  and  directs  a  front  n  ) 
pany  to  buy  $10  million  worthii 
shampoo  puiportedly  for  Tajii- 
stan  at  50%  below  U.  S.  whc^ 
sale  prices.  He  then  has  the  mn- 
ey     sent    to    the     shami  * 
manufacturer's  bank  accou. 
Now,  the  druglord  has  a  pajr 
pedigi-ee  for  his  cash.  But  instrrl 
of  sending  the  goods  to  Ti 
Stan,  he  resells  the  shamp. - 
U.S.  distributors  and  pocki  i 
substantial  profit.  "Pi'oduct  di 
sion  is  the  perfect  device  to  la 
der  money,"  says  prosecutor  1 1 
man.  "A  diverter  sitting  offshore  n  , 
launder  millions  of  dollai-s  a  day  and  i ; 
a  substantial  profit  through  two  li 
phone  calls  and  two  wii'e  transfers." 

Being  duped  into  serving  as  laund  - 
mats  for  diity  money  only  adds  insult  D 
the  multitude  of  injmies  U.  S.  exporttB 
suffer  at  the  hands  of  diverters.  Ai 
as  these  schemes  proliferate,  companis 
are  starting  to  wonder  whether  soiE 
of  the  risks  of  exporting  to  developig 
economies  are  just  too  great.  For  te 
moment,  benefits  still  outweigh  potentil 
harm.  But  should  that  change,  U.  S.  (V 
porters  may  not  feel  so  adventui'ous.^ 
By  Amy  Borrus  in  Washingtt 
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I  ISI    /\    PERFECT  W^ORLD, 
SHOF»F»ING  FOR  y\   CAR  WOULD  BE 

THIS  SliVLPLE. 


_Q 


Picture  this.  You  find  an  exceptionally  beautiful 
an  So  you  check  the  features. 
Everything  you  want  is  there.  Anti-lock  brakes. 

Airbag.  A/C.  24-hr.  roadside 
assistance.  Even  a  three-year, 
36,000  mile  bumper-to-bumper 
imited  warranty  with  no  deductible.  All  that  and 
nore  is  included  for  one  low  sticker  price. 

But  wait,  it  gets  even  better  You  discover  the 
ialesperson  is  actually  luftenuiq  to  you.  So  there's 
lo  need  for  pressure  or  hard  sell.  Mostly,  she  just 
A^ants  to  be  helpful  and  answer  all  your  questions. 


Unfortunately,  the  world's  not  perfect.  But 
what's  surprising  is  how  closely  this  describes 
what  shopping  for  a  new  car  is  like  with  General 
Motors  Value  Pricing.  And  today  you  11  find  over 
85  different  GM  Value  Priced  cars  and  trucks. 

Our  competitors?  Well,  you  11  probably  hnd 
that  they  'd  prefer  to  sell  you  a  long  list  of  rather 
expensive  options. 

Now,  it  might  be  a  very  long  time  before  you 
actually  see  a  large  hand  directing  you  from  the 
clouds.  But  when  it  comes  to  shopping  for  a  new 
car,  we're  making  things  simpler  eveiy  day. 


General  Motors, 


-  h  e  V  r  0  I  e  t 


CMC  Truck 


0  n  t  i  a  c 


Oldsmobile   •    Buick  •Cadillac 


Centrex  Phone  Systems 


Add  phone  lines  if  your  business  takes  off. 
Remove  lines  if,  perchance,  it  does  not. 


Pictured:  Josh  Denberg,  Inventorl 
"Third  Arm  Carry-All.''  Pat.  Pen 

Add  phone  lines  it  you  neel 
them.  Remove  phone  lines 
you  do  not.  This  should  not! 
a  difticult  process.  The  CentJ 
phone  system  lets  you  do  tn 
There  is  no  switcliing  equipnJ 
at  your  office.  There  is  no  clc 
crammed  with  wires.  Thers  is 
repaiiTnan  living  in  the  hallv\ 
There  is  nothing  to  outgrow 
and  curse, 
severely, 
under  your 
breath. 

For  more  ways  you  can  use 
the  Pacific  Bell  Centrex  phon 
system,  call  1-800 TAG  BEL] 
Thank  vou. 


„       „  PACIFIC  EIJ  BELL. 

How  will  you  use  it? 

NETWORK 


High  nrpf ile 


lart  business  people  recognize  value  for  money,  and  1996 
iinessWeek  planners  -  at  25%  off  the  regular  price  -  represenF 
ra  value  for  money.  Planners  can  be  ordered  separately  or  as 
tching  skived  leather  Sets.  Their  design  is  sleek  yet  practical,  with 
nonth  calendars,  week-to-view  appointment  spreads,  and  comprehensive^ 
/el  &  business  information  sections.  Available  in  your  choice  of  color 
assic  black  or  deep  burgundy  -  these  are  definitely  planners  with  a  plus. 

k  Planners:  10' 1 2"  x  8'/2"  Pocket  Planners:  6^ la"  x  S^s" 


,  K. 


" 7^-  * 


;ernatively,  you  may  prefer  to  choose  the  deluxe  Presidential  Planner  Set,  bound 
lue  leather,  comprising  desk  planner  and  matching  wallet  planner, 
iplimentary  silver  name  stamping  and  presentation  box. 
ixe  Desk  Planner:  lO'/z"  x  S'h"  Wallet  Planner:  7*//'  x  3^l<i" 


letails  on  customization  options  and  special  quantity  discounts 
Vmanda  Kane  on  201-461-0040. 

rials  and  workmanship  fully  guaranteed  or  your  money  back. 


USA  Credit  card  holders  mav  call 

TOLL-FREE  800-247-2570 

In  Iowa  800-247-2570 
Ask  Operator  18  for  Dept  BC4HP6 
We  honor  AmEx/Diners|Visa/MasterCard 


■lame  (Mr/Mrs/Ms)  _ 

'ompany  

Vddress  


'ip/Postcode_ 
lob  Title  


.  State/Country _ 


.  Tel. 


Z]  Send  me  your  color  brochure  and  information  on  quantity  discounts  and 
:ustomization  options. 

?ull  name  for  blocking  

:;iip  coupon  and  mail  with  check  to  BUSINESSWEEK  PLANNER. 
3cpt  BC4HP6  P.O.  Box  1597,  Fort  Lee,  NJ07024,  USA  Fax:  201  461  9808 


Item 


Black  Desk  &  Pocket  Planner  Set 


Black  Desk  Planner 


Black  Pocket  Planner 


Burgundy  Desk  &  Pocket  Planner  Set 


Burgundy  Desk  Planner 


Burgundy  Pocket  Planner 


Blue  Presidential  Planner  Set 


Code 


BW210 


BW207 


BW204 


BW218 


BWlOl 


Pnces  include  deliver)'  by  surface  mail 
but  do  not  include  local  duties  or  taxes. 
Delivery  commences  m  September  1995. 


Regular  Price 


USJSCOff 


Your  Price 


US$32.95 


US$24.95 


US$12.95 


US$32.95 


US$24.95 


US$12.95 


US$95  00 


Quantity 


Personalization  US$4.75  per  item 


Handling/Packing  US$2.25  per  item 


D  Check  enclosed  payable  to  'BusinessWeek  Planner' 
D  Bill  my  Company  (Purchase  Order  &  Company  letterhead  enclosed) 
□  Charge  to  □  AmEx    □  Diners  Club   □  Visa   □  MasterCard 

Card  No  

Expiration  Date  I  Signature  


NJ  Residents  add  6%  Sales  Tax. 


TOTAL  US$ 


Total  US$ 


.  ^  I..    .     .     .       ,       .        .  .  .  ,  .1 
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TAX  MOVES  FOR  '95: 
DON'T  WAIT  FOR  CONGRESS 


SI 


Will  it  be  Jan.  1, 
1995?  Or  Oct.  13, 
1995?  Or  Jan.  1, 
1996?  For  months,  the  effec- 
tive date  of  the  capital-gains 
tax  cut  proposed  by  Congi'ess 
has  been  a  big  guessing 
game.  If  you're  in  the  midst 
of  a  huge  business  transac- 
tion, reducing  the  top  rate 
fi-om  28%  to  19.8%  would  cut 
your  federal  tax  on  a  $1  mil- 
lion pr-ofit  by  $82,000— as  long 
as  the  deal  is  completed  after 
the  effective  date.  Add  an- 
other several  thousand  dol- 
lars for  state  tax  savings.  But 
wait  too  long,  and  youi'  buyer 
might  just  walk. 

Over  the  next  few  weeks, 
as  you  flit  between  parties 
and  rush  to  do  all  your  holi- 
day shopping,  another  end- 
of-year  ritual  should  take 
some  of  your  time:  tax  plan- 
ning. In  1995,  the  traditional 
strategies  of  accelerating  de- 
ductions into  the  current 
year  and  deferring  income 
into  the  new  year  still  hold. 
But  thanks  to  the  sizzling 
stock  market  rally  and  the 
pending  federal  capital  gains 
rate  cut,  the  sharpest  focus 
is  on  capital  gains. 
BIG-TICKET  BREAKS.  The  tim- 
ing of  that  rate  change  is 
most  important  if  you're  sell- 
ing real  estate,  a  family  busi- 
ness, or  any  other  big-ticket 
item.  You  can  keep  your  deal 
going  as  a  straight  sale  in 
the  hopes  that  the  reduction 
is  retroactive  as  originally 
promised.  Or  you  can  set  it 
up  as  an  installment-sale  ar- 
rangement in  which  the  deal 
gets  done  but  the  money  is- 
n't collected — and  therefore 
taxed — until  1996  and  be- 
yond. That  can  be  risky, 


though,  because  it  makes  you 
a  creditor,  a  position  in  which 
you  may  not  feel  comfortable. 

But  if  you  have  mostly 
appreciated  stocks,  mutual 
funds,  and  other 
Hquid  investments, 
there's  really 
nothing  to 
sweat,  even 
though  the 
effective  date 
is  still  uncertain. 
Why  iTish  to  sell 
in    1995  when 
you  could  put 
off  gains  until 
1996— with  a 
lower  rate  to  boot?  Indeed, 
if  you're  a  middle-class 
taxpayer  in  the  31%  reg- 
ular tax  bracket,  then 
your  capital-gains  rate 
will  be  just 
15.5% — if  and  when 
the  cut  is  enacted. 
Plus,  the  tax  isn't 
due  for  another  12 
months.  "My  gener- 
al advice  is  that  you 
should  plan  for  the 
law  as  it  is  today," 
says  Clint  Stretch, 
director  of  tax  legis- 
lative affairs  at  De- 
loitte  &  Touche. 

If  you  just  have 
to  unload  that 


Thornton  in  Washington.  Un- 
der such  a  strategy,  you  lock 
in  the  current  price  by  selling 
borrowed  shares.  For  tax 
purposes,  the  sale  doesn't  oc- 
cur until  next  year, 
when  you  deliver 
your  shares  to  the 
lender.  "That's 
what  the  big  boys 
are  doing,"  says 
Janice  Johnson,  di- 
rector of  financial 


stock  right  now, 
however,  you  could  sell 
it  "short  against  the 
box,"  says  Tom  Och- 
senschlager,  a  partner 
with  accountant-^  Gfant 


services  for  Coopers  & 
brand  in  New  York, 
there's  an  added  cost:  intei 
for  the  time  that  you  h 
borrowed  the  shares. 

Chances  are  you've  aire 
got  a  bunch  of  capital  gj 
to  report  in  1995.  First,  ; 
have  your  actual  stock  si 
during  the  year.  Some  ' 
generate  huge  gains — usu 
the  ones  held  the  long 
have  the  lowest  cost  ba 
Second,  don't  forget  cap 
gains  distributions  from  y 
mutual  funds  (the  fund  c( 
panies  have  probably  noti 
you  by  now).  Plus,  if  ; 
have  redeemed  any  muti 
fund  shares  or  switched 
tween  funds  during  the  y^ 
then  you  probably  have  m 
gains.  Compare  your  sell 
price  on  these  shares  w 
your  average  cost  basi; 
yoiu-  capital  gain  is  the  difi 
ence.  Make  sure  to  inch 
any  reinvested  dividends 
past  distributions  in  your 
erage  cost.  That  would 
crease  your  basis  and  Ida 
youi'  capital  gains. 

Yom-  yearend  tax-plann 
time  should  be  spent  scoui 
your  portfolio  for  actual 
potential  capital  losses  to 
set  whatever  capital  ga 
you  may  have  already  r< 
ized  duinng  the  year  Did 
stocks  actually  go  down 
1995?  You  bet."  For  instar 
Kmart  fell  to  8  ft-om  20  d 
ing  the  last  two  years.  Cb 
your  portfolio  for  ot] 
dogs.  "You  don't  want 
sell  just  to  get  a 
loss,"  says  Suzanne  I 
(Jrath,  a  managing  dii 
tor  at  Piper  Jaffi 
"But  if  you're  tired 
the  stock,  or  you  th 
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is  lost  its  potential,  sell  it 
and  get  the  govemment 
hare  a  third  of  the  loss, 
can  always  buy  it  back 
1  days"  without  inciuTing 
wash-sale  rule  that  would 
;rwise  nuUify  your  initial 
's  tax  loss. 

TOVER  LOSSES.  Capital 
es  can  be  used  to  offset 
tal  gains,  and  any  excess 
es  can  be  used  dollar  for 
ar  to  offset  $3,000  in  reg- 
•  income.  Any  leftover 
es  beyond  that  can  be 
•ied  over  to  next  year, 
sider  taking  some  capital 
es  now  because  the  mar- 
might  not  be  so  hot  next 
r — and  you  might  not 
e  gains  to  match  against 
es.  In  addition,  under  the 
proposal,  it  would  take 
5f  long-term  capital  loss 
ffset  every  $1  of  ordinary 
me  starting  in  1996. 
[t  also  might  not  be  a  bad 
I  to  walk  through  Sched- 
D  of  Form  1040  in  De- 
iber,  listing  your  actual 
proposed  capital  transac- 
is  and  netting  them 
inst  one  another.  The 
edule  further  organizes 
is  and  losses  according  to 
;ther  they  are  short-  or 
y-term.  A  short-term 
1 — one  in  which  the  secm- 
is  held  for  less  than  one 
r — is  taxed  at  regular 
;s  that  max  out  at  39.6%. 
)ng-term  gain  is  cun-ently 
id  at  28%. 

Once  you  determine  your 
rend  capital-gains  position 
ether  with  your  other  in- 
le,  make  sure  that  you 
e  paid  enough  in  estimat- 
taxes.  That's  particularly 
lortant  in  1995,  when  you 
bably  have  a  lot  of  capital 
IS.  If  you  have  underpaid, 
1  could  owe  a  nondeduct- 
!  penalty  of  9%  on  the 
rtfall. 

ihere  are  two  basic  ways 


to  avoid  the  penalty. 
The  first  is  to  pay 
90%  of  your  actual 
1995  tax  due.  That's 
tricky,  because  the 
year  isn't  over  yet  so 
you  don't  know  your 
target.  The  second 
way  is  to  make  sure 
you  have  paid  100%  of 
your  1994  tax  due — 
or  110%  of  your  1994 
tax  due  if  yom-  adjust- 
ed gross  income  in 
1994  was  above 
$150,000. 

You  can  accomplish 


Ten  Ways  to  Reduce 
Your  1995  Taxes 

•  Take  capital  losses  in  1995  first  to  off- 
set capital  gains  and  then  up  to  $3,000 
in  regular  income. 

•  Sell  appreciated  stock  short  against 
the  box.  That  means  you  lock  in  the  cur- 
rent price  by  selling  borrowed  shares,  but 
put  off  the  gain  until  next  year  when  you 
repay  the  lender. 

•  Pay  your  state  income  taxes  and  prop- 
erty taxes  in  December  so  you  can  get 
the  write-off  th 


tirement  account  or 
Keogh  plan  to  the 
highest  hmit. 

Next,  pay  your 
state  income  taxes 
and  property  taxes  in 
December  to  get  the 
wiite-off  in  1995.  Give 
some  of  your  appre- 
ciated stock  to  char- 
ity and  take  a  deduc- 
tion for  current 
market  value  without 
having  to  realize  a 
gain.  It's  better  to 
bunch  medical  expens- 
es into  one  tax  year 


this  through  a  combi-    instead  of  spreading 


nation  of  quarterly  es- 
timated payments  and 
employer  withholding 
on  your  paycheck. 
One  problem:  If 
you've  underpaid  be- 
cause of  capital  gains 
eai'ly  in  the  yeai" — and 
you  haven't  been 
making  quarterly  es- 
timated payments — 


•  Make  charitable  gifts  of  appreciated 
stock  or  real  estate  in  1995  and  take  a 
deduction  for  the  current  market  value 
without  having  to  realize  the  gains. 

•  Fund  your  401(k)  plan  to  the  maxi- 
mum limit  to  reduce  your  gross  income 
dollar  for  dollar. 

•  Make  the  maximum  contribution  to 
your  tax-deductible  individual  retirement 
account  or  Keogh  if  you  are  eligible. 


them  over  two  be- 
cause you  can  only 
deduct  the  excess 
over  7.5%  of  adjusted 
gross  income.  Then 
take  a  look  at  Sched- 
ule A  of  Form  1040  to 
see  if  there  are  other 
itemized  deductions 
that  you  can  acceler- 
ate into  1995.  And  if 


then  there's  only  one    you're  planning  to  get 


way  to  catch  up: 
Boost  youi'  withhold- 
ing in  Decembei'.  The 
Internal  Revenue  Ser- 
vice 

sum  withholdings  as  if 
they  were  distributed 
smoothly  throughout 
the  year.  "We  see  sit- 
uations where  people 


•  Accelerate  medical  and  dental  expens- 
es into  1995  so  you  can  exceed  the  de- 
duction threshold  of  7.5%  of  adjusted 


mai'ried,  could  it  pos- 
sibly wait  until  Janu- 
ary? Two  single  peo- 
ple   filing  separate 


gross  mcome. 

regards   lump-    returns  pay  less  m 


Shift  other  Schedule  A  itemized  de- 
ductions into  1995,  such  as  unreim- 
bursed job-related  expenses. 

•  Defer  consulting  income  or  large 


wind  up  with  a  zero    .^il'l^i^Ai^^^.L^A^J.   doesn't  fix  the 


net  check  on  Dec.  31 
because  they  want 
everything  to  go  into 
tax  payments,"  says 
Jim  Vonachen,  a  tax 
partner  in  Denver 
with  Clifton,  Gunderson. 

Even  though  you  have  sat- 
isfied the  estimated  tax-pay- 
ment rales  without  a  penalty, 
you  still  might  have  a  huge 
tax  bill  in  April  on  your  cap- 
ital gains.  In  that  case,  re- 
vert to  some  of  the  classic 
ways  to  reduce  taxes  that  ai> 


•  If  you've  waited  this  long  to  tie  the 
knot,  hold  off  a  bit  longer,  until  after 
Dec.  31,  so  you  are  not  subject  to  the 
"marriage  penalty." 
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ply  to  everyone.  If  you 
haven't  already  done  so, 
make  sure  you  fund  your 
401(k)  plan  to  the  maximum 
amount.  These  contributions 
reduce  gross  income  dollar 
for  dollar.  If  you  or  your 
spouse  is  self-employed,  plan 
on  funding  yoiu'  individual  re- 


ZOO  Yearend  tax-planning  time  should 
>e  spent  scouring  your  portfolio  for  actual 
or  potential  losses  to  offset  capital  gains 


combined  tax  than  a 
married  couple  pays 
on  a  joint  return. 

Unfortunately,  the 
pending  legislation 
mar- 
riage penalty,  but  it 
has  some  other  good- 
ies in  it  besides  capi- 
tal-gains tax  cuts. 
Most,  such  as  expand- 
ed IRAS,  the  new 
$500-per-child  tax  credit,  and 
reduced  estate  taxes,  won't 
factor  into  your  1995  yeai'end 
tax  plan.  But  if  you  make  too 
much  money  next  year — right 
now,  the  income  limit  isn't 
available — you  might  not 
qualify  for  the  child-care 
credit. 

With  so  much  uncertain- 
ty, the  best  thing  you  can  do 
over  the  next  few  weeks 
may  be  the  same  actions 
as  in  most  other  years:  De- 
lay income  into  1996  while 
moving  up  write-offs  into 
1995.  And  ignore  the  bicker- 
ing between  the  President 
and  Congi-ess.  Stuart  Weiss 
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LONG-TERM  CARE:  SIZING  UP 
NEW  WRINKLES 


Healthy,  financially 
stable,  and  the  moth- 
er of  three  grown 
children  who  would 

willingly  take  her  in  if  need 
be,  69-year-old  Barbara  Ea- 
kle  seemed  an  unlikely  can- 
didate for  long-term  care  in- 
surance. But  after  her 
husband  died  three  years 
ago,  buying  a  supplementary 
long-teiTn  cai-e  policy  was  one 
of  the  first  serious  financial 
decisions  she  made.  "I  didn't 
want  there  to  be  any  prob- 
lems for  my  kids,"  says  Ea- 
kle,  a  part-time  antiques  deal- 
er in  Woodstock,  Vt.  "They're 
all  wonderful,  but  I  didn't 
think  I'd  be  doing  them  any 
favors  having  them  worry 
about  what  would  happen  if  I 
got  sick." 

Luckily,  today's  long-ter'm 
care  policies  are  more  flex- 
ible than  the  pricey  nursing 
home-only  coverage  that 
agents  pushed 
in  the  1980s. 
Fewer  restrictions  meant  Ea- 
kle  saved  nearly  30%  on  her 
$2,259  annual  premium  by 
forgoing  a  costly  return  of 
premium  option  that  refimds 
some  of  your  premium  if 
your  payments  lapse. 
TAX  DEDUCTIBLE?  New  wiin- 
kles  in  long-tenn  care  insur- 
ance ai'e  worth  investigating, 
especially  in  light  of  the  gov- 
ernment's plan  to  reduce  the 
gi'owth  in  spending  for  Medi- 
care and  Medicaid  benefits. 
More  than  12  million  older 
Americans  will  require  some 
form  of  long-term  care  by 
2020,  according  to  the  Health 
Insurance  Association  of 
America  (HIAA).  Neal  Slafsky, 
a  financial  advisei-  at  Lincoln 
Financial  Group  in  Boca  Ra- 
ton, Fla.,  recommends  long- 
tenn  care  coverage  for  any- 
one approaching  age  50  with 
a  net  worth  of  $250,000  and 
upwards.  Those  with  a  net 
worth  in  excess  of  $1  miUion 


SMART  MONEY 


may  be  able  to  cover  long- 
term  care  expenses  without 
insurance,  but  it's  not  an 
asset-protection  strategy  he 
advocates.  For  those  who  do 
purchase  a  policy,  it's  better 
to  buy  at  a  younger  age  be- 
cause the  premium  triples 
ft'om  age  50  to  70. 

If  the  GOP  and  President 
Clinton  ever  agi-ee  on  a  final 
budget,  one  of  the  less-con- 
trovei-sial  items 
with  a  good 
chance  of  passage  will  give 
consumers  new  incentive  to 
buy  long-teiTn  care  coverage: 
The  premiums  would  be  tax- 
deductible,  and  any  benefits 
collected  would  be  exempt 
fi-om  the  beneficiary's  taxable 
income. 

Before  buying,  shop 
around  to  determine  which 
new  riders  and  policy  tvrists 
are  appropriate  for  you. 
Many  insurers  are  now  of- 
fering a  pooled-dollar  ap- 
proach that  allows  you  to  al- 
locate the  full  benefit  amount 
among  any  services  covered 
under  the  contract.  Tradition- 
al policies  provide  a  daily  sti- 
jjend  for  niu'sing  home  and/or 
alternative  care.  John  Han- 
cock Mutual  Life  Insurance 
recently  introduced  a  shared- 
care  rider  for  couples  that 
permits  either  spouse  to  use 
the  benefits  from  the  other's 
policy. 

Recognizing  that  a  grow- 


ing number  of  people  are  re- 
ceiving care  in  their  own 
home  from  family  members 
rather  than  in  a  nursing 
home,  UNUM  Life.  Insurance 
offers  a  more  expensive  to- 
tal home-cai"e  policy  that  pays 
benefits  from  $1,500  to  $6,000 
per  month  for  nonprofession- 
al services,  says  Stephen 
Meahl,  unum's  vice-president 
for  long-tenn  cai*e.  But  critics 
charge  that  relying  on  non- 
professionals may  not  be  the 
best  option.  "To  get  this  kind 
of  flexible  benefit  may  in- 
crease the  premium  by  20% 
to  30%-,"  says  Slafsky  ' 
BELLS  AND  WHISTLES.  Don't 
assume  you  can  tack  on  rid- 
ers as  needed.  Changing 
your  mind  later  costs  more 
and  entails  repeating  the 
whole  qualifying  process — a 
dangerous  proposition 
as  you  get  older,  says 
Mary  Wenum,  assist- 
ant vice-president  of 
insurance  products 
marketing  at  Luther- 
an Brotherhood  in 
Minneapolis. 

Also  beware  of  ben- 
efits that  do  little 
more  than  jack  up  the 
price.  "Since  insurers 
have  refined  the  poH- 
cies,  they  want  to  sell 
you  the  Cadillac  model 
when  a  Chevy  could 
get  you  to  the  same 
place,"  says  financial 
planner  Deena  Katz, 
president  of  Evensky, 
Brown  &  Katz  in  Co- 
ral Gables,  Fla.  Non- 
forfeiture riders — 
which  allow  you  to 
collect  a  reduced  bene- 
fit if  you  eventually 
stop  paying — are  the 
most  controversial. 
This  benefit  increases 
premiums  as  much  as 
30%,  says  Gail  Schaef- 
fer,  vice-president  for 
retail  long-term  care 
at  John  Hancock  in 
Boston. 


into  a  company's  history  )ii 
raising  premiums  from  an  ■ 
dependent  rating  service 
as  A.M.  Best.  Quality  i 
cies  are  guaranteed  reii' 
able,  and  premiums  shi. 
remain  fixed  unless  raised 
an  entire  gi'oup  of  policy! h 
ers,  according  to  the  hi 
which  offers  a  free  book 
Guide  to  Long-Term  Care 
surance  (800  942-4242). 

No  one  wants  to  I 
something  they  think  tin 
never  have  to  use.  Bul 
reality  is  that  more  pei 
will  be  responsible — eithc! 
their  home  or  a  nuis 
home — for  their  own  Id 
term  care.  If  you  chu 
properly  from  the  mult  it  i 
of  policies  available,  grow 
old  doesn't  have  to  mean 
ing  bankrupt.   Kerry  Ciij 


A  Long-Term  Care 
Checklist 


•  The  option  to  choose  nursing 
home  or  at-home  health  care 

•  Minimum  of  three  years  of 
coverage  with  a  daily  stipend  of 
$110  (based  on  the  national  avei| 
age  cost  of  nursing  home  care) 

•  Inflation  protection:  5%  of  dail! 
benefit  compounded  annually  for 
under  age  75;  5%  of  daily  benefi 
added  to  policy  annually  for  75 
and  older 

•  Benefit  trigger  based  on  cogni- 
tive impairment  and/or  inability  ti 
handle  two  activities  of  daily  livin 
(such  as  getting  dressed  and  feec 
ing  oneself) 

•  An  Alzheimer's  definition  that 
specifies  cognitive  impairment 


FEATURES  YOU  CAN  SKiPf 


•  Reservation  that  guarantees  yoi 
a  bed  at  a  particular  care  facility 
for  a  set  number  of  days  per  year 

•  A  geriatric-care  manager  to 
oversee  care 

•Payment  to  make  modifications 
to  your  home,  such  as  adding  a 


Perhaps  the  biggest  w.'^^^lchair/amP. 


hidden  cost  is  poten- 
tial rate  increases. 
Some  insurers  may 
promise  more  benefits 
than  they  will  be  able 
to  support.  So  look 


Short  in-patient  stay  for  benefi 
ciary  if  caregiver  needs  relief 

•  Ambulance  transportation  to 
and  from  the  care  facility 

UATA:  DEENA  KATZ,  EVENSKY,  BROWN  &  KATZ 
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What  Does  a  Multimedia 
Phone  Call  Look  Like? 


VIDEO 

CONFERENCING 

Hoid  face-to-face 
meetings  across 
the  country  at  a 
moment's  notice. 
Share  graphics  and 
documents  without 
leaving  your  seat. 


— 1_  136^ 


MULTIMEDIA 
MESSAGING 

Send  and  retrieve  — 
or  store-and-forward 
—  faxes,  e-mail, 
voice  mail  and 
electronic  bulletin 
board  postings.  On 
screen  or  by 
telephone. 


BROADBAND 
TRANSMISSION 

We're  a  technology 
leader  in  implement- 
ing customer- 
premise  ATM.  So 
you  can  get  cost- 
effective  wideband 
transmission  on 
demand  tor  imaging 
and  enhanced  data 
capabilities. 


COMPUTER 

TELEPHONY 

EVTEGRATION 

Integrating  phones 
and  LANs  is  now  an 
affordable  reality. 
LANs  can  enhance 
data  flow  within  the 
enterprise;  Fujitsu's 
platform  can  extend 
that  flow  to  the  world. 


CALL 
CENTER 

Our  Automatic  Call 
Distribution  capabilities 
mean  you  can  prioritize, 
process  and  analyze 
thousands  of  incoming 
customer  orders  in  a 
single  work  shift. 


On  the  Fujitsu  Multimedia  Platform,  it  could  look  like  an  ad  layout  an  associate  has  sent  to  your  PC,  or 
a  proposal  a  colleague  has  bit-streamed  from  another  sales  office  —  even  a  workgroup  member's  face 

during  a  "virtual"  meeting.  The  fact  is,  a  phone  call  coming  through  your  Fujitsu  Multimedia  Platform 
can  look  like  anything  you  want  to  send  or  receive,  from  anyone  else,  anywhere  else,  in  the  country. 
For  a  White  Paper  on  the  "Future  of  Multimedia  in  the  Workplace,"  call  1-800-553-3263. 


Fujrrsu 

COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


Perspnal  Business 


BEFORE  SAYING  YES 
TO  GOING  ABROAD 


Does  two  years  in 
Brussels  sound  like 
the  answer  to  a  stag- 
nant career?  While 

many  executives  promptly 
say  "yes"  to  the  offer  of  a 
foreign  assignment,  such  a 
stint  no  longer  is  necessarily 
a  straight  line  to  career  ad- 
vancement. At  the  same  time, 
the  perks  associated  with  a 
job  overseas  have  lost  some 
luster 

When  Jeffrey  Kaufman, 
national  director  of  ser- 
vices to  executives 
abroad  at  Coopers 
&  Lybrand  in 
New  York,  re- 
turned in  the 
summer  of 
1994  fi-om  five 
years  in  Eu- 
rope— two  in 
London  fol- 
lowed by  three 
in  Brussels — he 
moved  smoothly 
into  a  new  position 
utilizing  skills  honed 
overseas.  But  many  of 
today's  expats  find  reentr-y 
more  difficult.  "Surveys 
show,"  he  says,  "that  lots  of 
expatriates  leave  the  firm 
within  one  year  of  return." 
Either  the  position  they  re- 
turn to  doesn't  require  their 
new  skills — or  there  is  no  po- 
sition at  all. 

GOING  NATIVE.  Meanwhile, 
companies  are  reevaluating 
both  the  need  to  send  em- 
ployees overseas  and  the 
costs  associated  with  doing 
so — especially  in  high-cost  cit- 
ies such  as  Tokyo  and  Paris. 
"Companies  are  beginning  to 
understand  just  how  expen- 
sive these  assignments  really 
are,"  says  Michael  Fischer, 
national  director  of  interna- 
tional assignment  services  for 
Deloitte  &  Touche.  "It  can 


cost  three  to  four  times  what 
it  costs  to  maintain  an  em- 
ployee in  the  U.  S." 

As  corporations  downsize, 
they  are  cutting  compensa- 
tion and  benefits  for  interna- 
tional assignments,  bringing 
both  more  in  line  with  what  a 
foreign  national  might  expect 
in  the  same  position  in 


comparable  with  that  in  the 
home  country,  according  to 
an  August  survey  by  Organ- 
ization Resources  Counselors, 
and  96%  pay  a  cost-of-living 
allowance  (cola).  Nonethe- 
less, says  Fred  Piker,  ORf's 
director  of  inter-  ^^^^^Q^Q 


national  compen-  ■ 
sation,  marketing,  and  con- 
sulting services,  after  an 
initial  orientation  period  of  a 
year  or  so,  you  may  be  ex- 
pected to  live  more  fnigally 
and  to  shop  as  a  native 
would. 

On  a  larger  scale,  compa- 


$30,000-a-year  difference 
rent  between  central 
suburban  Tokyo.  That's  \ 
an  increasing  number  of  c 
panies  are  now  questior 
whether  an  emiployee  o 
two-  or  three-year  assi 
ment  needs  t( 
in  central 


dollar  terms.  So  in 
today's  brave  new 
world,  you  probably  ''^ 
won't  lose  money  il'  you  go 
overseas — most  employers 
still  try  to  "keep  employees 
whole" — but  you  shouldn't 
count  on  lavish  perks. 

More  than  80%  of  North 
American  companies  seek  to 
provide  a  standard  of  living 


V  .  nies  are  rethinking 
what  kind  of  life- 
style they  are  willing  to  sup- 
port. Holly  Juday,  a  consul- 
tant with  Runzheimer 
International  in  Rochester, 
Wis.,  says  there  can  be  a 


As  companies  downsize, 
they  are  revising  pay  and 
benefits  for  overseas  jobs 


kyo — or,  for  that  matter, 
to  live  in  an  expensive  e? 
triate  ghetto. 

But  each  company  is 
ferent.  So  if  you're  offe 
an  overseas  position,  yi 
want  to  ask  certain  quest 
before  jumping  at  the  op] 
tunity.  First,  find  out  exa 
how  long  you're  expectec 
stay.  The  typical  assignrr 
abroad  is  three  years. 
Mark  O'Reilly,  directo: 
international  services 
Buck  Consultants,  nc 
that  a  task-oriented 
proach  is  becoming  m 
common.  Companies  s 
employees  to  a  foreign 
cation  for  a  specific 
son;  once  the  t 
is  accomplisl 
the  work 
come  ho 
Employees 
stay  overseas  m 
onger  than  five  y(j 
tend    to  reml 
abroad  indefiniti 
and  get  paid  more  in 
with  local  salaries  of 
host  country.  | 

"^^^  ^^^^  ^1 
■  "       is  to  gel 

handle  i 

compensati 

and  benefits.  Ju§ 

says  "an  extra  10^1 

15%  of  base  sail 

used  to  be  c(S 

monplace,  over  the  wlB 

course  of  an  assignment,! 

a  foreign  service  premiu| 

Today,  incentives  are  mi 

Hkely  to  take  the  form  cB 

lump-sum  payment,  mad(i| 

the  U.  S.,  at  the  beginnlj 

and  end  of  the  tour  Amoip 

range  from  2%  to  30%|^ 

base  pay,  with  most  corri 

nies  offering  10%  to  If 

That  way,  the  employee  hiyt 

reason  to  finish  the  job  qui 

ly  and  doesn't  come  to  v|( 

the  extra  money  as  a  per^ 

nent  addition  to  pay. 

But  the  biggest  shift  isj 
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OUR  DEVELOPERS  PUT  IN  A  LOT  OF 

EXTRA  TIME  AT  THE  OFFICE* 

Dana  Quitslund  believed  working  in  a  conventiimal  office  made  hini  think  conventionally.  He  telt  a 
change  of  scenery  would  give  hnn  a  fresh  perspective.  And  it  did.  Dana  and  his  team  designed  a  suite  of 
remarkable  visual  tools  that  enables  you  to  easily  access  and  change  enterprise-wide  business  information. 
They  help  you  manipulate  complex  organizational,  accounting,  and  security  structures.  And  with  these 
unique  tools,  you  can  now  consolidate,  model,  analyze,  or  reorganize  —  online,  in  a  matter  oi  minutes. 

These  tools  are  just  one  example  of  how  software  from  PeopleSoft  gives  you  unparalleled  flexibility  to  manage 


your  business  — and  to  manage  change.  Flexibility.  It's  a  word  you  hear  a  lot 
around  PeopleSoft.  After  all,  it  was  our  flexible  corporate  environment  that 
allowed  Dana  to  set  up  shop  where  he  felt  most  inspired  in  the  first  place. 

If  flexibility  is  what  you're  looking  for  in  client/server  business  solutions, 
give  us  a  call  at  800'947'775 3.  Or  e-mail  us  at  info@peoplesoft.com. 


We  listen. 
We  hustle. 
We  deliver. 

You'll  see. 


©1995  PeopleSoft,  Inc.  PeopleSoft  and  the  PeopleSoft  logo  ate  tradematks  of  PeopleSoft.  Inc 

Dana  Quitslund  lives  and  wotks  on  Bamhridge  Island.  Washington  His  office  was  designed  by  Wind  and  Tides.  Ltd  .  a  wholly  owned  subsidiat\'  of  Mothef  Natute.  Inc 


Enterprise  client/server  solutions  for  finance,  materials  management,  distribution,  manufacturing,  and  Human  resource?* 


Personal  Business 


the  realm  of  benefits.  Typi- 
cally, companies  used  to  pick 
up  the  tab  for  any  difference 
in  costs  between  comparable 
housing  in  the  home  locale 
and  abi'oad.  Instead,  accord- 
ing to  Piker,  some  companies 
now  give  a  target  number 
for  foreign  housing  costs.  If 
the  employee  is  able  to  find 
lower-cost  housing,  both 
company  and  employee  bene- 
fit because  they  split  any 
savings. 

Cost-of-living  allowances 
are  being  scrutinized  as  well. 
More  than  three-fifths  of 
org's  corporate  clients  now 
use  an  "efficient  purchaser" 
index  to  peg  living  costs.  Tliis 
index  assumes  that  expats 
quickly  learn  to  shop  more 
efficiently  once  they're  accus- 
tomed to  the  local  environ- 
ment so  that  cost-of-living  al- 
lowances can  be  pegged  to 
buying  the  same  quality 
goods  and  services  at  lower 
prices. 

Companies  also  are  getting 
smarter  about  assuring  that 
their  benefits  are  not  redun- 
dant. "An  example  would  be 
making  sure  that  an  in-kind 
benefit  like  a  company  car  is 
not  also  covered  by  a  cola 
factor  included  in  a  cash  pay- 
ment to  the  individual,"  says 
Fischer. 

Be  sure  to  look  at  all  the 
personal  economics  of  the 
move,  including  your  employ- 
er's policy  on  taxes.  More 
than  90%  of  U.  S.  employers 
use  a  tax-equalization  pack- 
age, under  which  employees' 
aftertax  net  income  is  neithei- 
more  nor  less  than  in  the 
U.  S.  Under  tax  protection, 
on  the  other  hand,  the  com- 
pany pays  any  excess  taxes, 
but  you  could  come  out  ahead 


What  You  Should  Know 
About  that  Overseas  Job 

HOW  LONG  YOU'RE  EXPECTED  TO  STAY 

The  average  assignment  lasts  three  years,  but  many 
companies  now  send  employees  abroad  to  accomplish 
specific  tasks,  rather  than  for  a  set  period  of  time. 

WHAT  YOU'LL  BE  PAID 

Salaries  typically  equal  at-home  compensation  plus 
an  incentive  premium. 

HOW  COST  OF  LIVING  IS  FIGURED 

Instead  of  an  American  standard  of  living,  your  employer 
may  expect  you  to  accept  the  lifestyle  of  your  local  peers. 

YOUR  COMPANY'S  TAX  POLICY 

You  shouldn't  have  to  pay  more  tax  on  salary  abroad 
than  you  would  at  home. 

WHAT  EXTRAS  YOU  CAN  EXPECT 

Ask  about  home  leave,  reimbursement  of  educational 
costs  for  your  children,  and  temporary  living  assis- 
tance when  you  return  home. 

YOUR  NEXT  MOVE 

Does  your  employer  have  a  specific  job  in  mind  for 
you  when  you  complete  your  assignment? 

DATA.  BUSINESS  WEEK 


if  you  happen  to  be  sent  to  a 
low-tax  jurisdiction,  such  as 
Saudi  Arabia.  More  tax  in- 
formation is  available  in  a 
free  booklet,  U.  S.  Nationals 
Working  Abroad.  Write 
Coopers  &  Lybrand,  1800  M 
St.  N.  W.,  Washington,  D.  C, 
20036. 

One  of  the  biggest  deci- 
sions you  will  face  is  what  to 
do  with  your  home  during 
your  absence.  Usually,  if  you 
decide  to  sell  a  house,  the 
Internal  Revenue  Service 
gives  you  two  years  to  roll 
the  profits  into  a  new  home 
without  being  taxed  on  the 


There  are  potential  land 
mines  in  adapting  to  life 
abroad.  Many  companies 
now  offer  their  employees 
cross-cultural  training 


gain.  But  you  get  an  extra 
day  for  each  day  that  you  ai-e 
living  overseas  on  assign- 
ment, up  to  a  maximum  of 
four  years  from  the  date  of 
sale. 

If  you  decide  to  rent  the 
house  because  you  expect  to 
move  back,  consider  the  con- 
sequences of  turning  your 
residence  into  an  investment 
property.  While  you'll  be  able 
to  deduct  maintenance  costs, 
you  could  lose  the  ability  to 
defer  capital-gains  tax  on  a 
later  sale.  In  any  case,  if 
renting  does  make  sense,  con- 
sider using  a  local  manager 
to  keep  tabs  on  the  property 
in  your  absence. 

But  don't  just  restrict 
your  attention  to  real  estate. 
Before  you  go  overseas,  take 
the  opportunity  to  clean  your 
financial  house  as  well.  The 
move  "is  a  demarcation  point 
in  life,  a  good  time  to  get 
your  wills  drafted,  make  sui-e 
everything  is  in  order," 
Fischer  says. 

One  bit  of  employer  assis- 
tance that  might  help  before 


i 


you  leave  is  cross-culti 
training.  There  are  poten 
land  mines  in  adapting  to 
abroad,  both  personally 
professionally.  An  increas 
number  of  companies  o 
orientation  sessions  to 
ployees  and  their  families 
that  they  can  avoid  pr 
lems.  A  major  reason  for 
failure  of  an  overseas  ass: 
ment,  Kaufman  believes 
that  the  family  is  unha{ 
Cross-cultural  training  w 
help  if  your  spouse  is  uni 
to  find  a  job  or  your  I 
don't  like  their  new  sch 
but  it  can  go  a  long  way 
ward  smoothing  other  bui 
in  the  road,  such  as  kn 
ing  what  to  expect  of 
leagues  or  neighbors 
how  to  behave  in  return, 
example,  both  the  exchaffji 
of  business  cards  and  rii 
gift-giving  are  very  for: 
in  Japan. 

"LIP  SERVICE."  When  alft! 
your  questions  have  been 
swered  to  your  satisfact 
ask  for  a  letter  of  agi'eem 
"Don't  listen  to  lip  servicf 
rely  on  an  informal  ha 
shake,"  Fischer  insists, 
it  in  writing."  And  see  t 
the  letter  spells  out  all 
terms  of  your  assignment, 
eluding  how  long  you're 
pected  to  be  abroad  and 
special  components,  such 
home  leave  or  educational 
sistance  for  private  schoc^ 

Don't  expect  the  letteiP 
guarantee  you  a  specific 
upon  your  return.  But 
look  carefully  at  how 
move  fits  into  your  car 
plans.  Try  to  determine  w 
will  happen  if  the  person 
report  to  leaves  or  is  < 
placed,  or  if  your  entire 
vision  disappears  while 
ai'e  gone. 

Then  make  sure  you 
your  bit  to  avoid  disaster 
keeping  in  regular  cont 
with  the  home  office  w 
you're  abroad.  When  it's  t 
to  return,  be  flexible.  Ex{ 
cultural  adaptations — baj 
at  breakfast,  say,  insteac 
baguettes.  And  know  t 
when  you  report  to  wc 
it  may  take  a  while  hei 
you  stop  feeling  like 
foreigner  Grace  W.  Weins, 


I! 
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liusiness  Week  Index 


ODUCTION  AND  LEADING  INDEXES 


Change  from  last  week:  0.3% 
C;hange  from  last  year:  4,8% 


PRODUCTION  INDICATORS 


Change  from  last  week:  0,1% 
Change  from  last  year.  6,3% 


PRODUCTION  INDEX 

Nov.  11  =  124.4 
  1992=100 


LEADING  INDEX  -  2i0 

Nov  11=261.; 


Nov.  Mar.  July  Nov 

1994  1995  1995  1995 

ndexes  are  4-week  moving  averages 

'  production  index  increased  during  the  week  ended  Nov.  11  Before 
;ulation  of  the  four-week  moving  average,  the  index  lumped  to  126.8,  from 
1.5.  Increases  in  seasonally  adjusted  output  levels  of  autos,  trucks,  and 
;l  led  the  gain, 

'  leading  index  rose  m  the  latest  week,  while  the  unaveraged  index  hit 
i.2,  up  sharply  from  261,4.  The  advance  reflects  higher  stock  prices  and 
er  growth  in  real  estate  loans. 

)fO'JucIion  indeK  copyright  1996  by  The  McGraw-Hill  Companies      BW  leacjing  incjex  copyright  1995  C)y  CIBCR 


STEEL  (11/18)  thous.  of  net  tons 

LATEST 
WEEK 

1,877 

WEEK 
AGO 

1,895# 

YEARLY 
%  CHG 

-1.5 

AUTOS  (11/18)  units 

128,333 

132,255r# 

-8.3 

TRUCKS  (11/18)  units 

120,312 

114,839r# 

-1.7 

ELECTRIC  POWER  (l  I/IS)  milhons  of  kilowatt-hrs. 60,532 

59,890# 

8.0 

CRUDE-OIL  REFINING  ( l  I/I8)  thous.  of  bbl./day 

NA 

13,481# 

NA 

COAL  (11/11)  thous,  of  net  tons 

19,609# 

19,848 

-3.4 

PAPERBOARD  (il/ll)  thous,  of  tons 

812. 6# 

880. Or 

-7.1 

PAPER  (11/11)  thous,  of  tons 

793.0# 

834. Or 

-6.6 

LUMBER  (11/11)  millions  of  ft. 

445. 8# 

436.2 

-11.9 

RAIL  FREIGHT  (ll/ll)  bilhons  of  ton-miles 

25. 2# 

25.6 

0.0 

Sources:  American  Iron  &  Steel  institute,   Ward's  Automotive  Reports.  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  American  Forest  &  Paper 
Association,  WWPA',  SFPA'',  Association  of  American  Railroads 


m 


ING  INDICATORS 


PRICES 


OCK  PRICES  (11/17)  s&p  500 

LATEST 
WEEK 

594.59 

WEEK 
AGO 

590.49 

YEARLY 
%  CHG 

28.1 

GOLD  (11/22)  $/troy  oz. 

UTEST 
WEEK 

386.300 

WEEK 
AGO 

385,300 

YEARLY 
%  CHG 

0,5 

RPORATE  BOND  YIELD,  Aaa  (11/17) 

7.02% 

7.04% 

-19.3 

STEEL  SCRAP  (II/2!)  #1  heavy.  $/ton 

134,50 

134,50 

-2,9 

lUSTRIAL  MATERIALS  PRICES  ( 11/1 7) 

111.9 

111.6 

NA- 

COPPER (11/18)  ?/lb. 

139.7 

140.8 

2,1 

SINESS  FAILURES  (ii/iO) 

NA 

314r 

NA 

ALUMINUM  (11/18)  ;/ib 

77,0 

78,0 

-16.3 

AL  ESTATE  LOANS  (ii/7)  biihons 


$504,9     $501, 7r      11,2  COTTON  (11/18)  strict  low  middling  1-1/16  in,,  g/lb,  84,50  83,03 


17,1 


iNEY  SUPPLY,  M2  (il/3)  biihons 


$3,722.6  $3,721.8 


4.3 


OIL  (11/20)  $/bbl. 


18.09 


17.' 


3.5 


TIAL  CLAIMS.  UNEMPLOYMENT  (ii/i)  thous 


375 


366 


12,6 


jrces:  Center  for  International  Business  Cycle  Research  (CIBCR),  Standard  & 
r's,  Moody's.  Journal  of  Commerce  (index-  1990=100),  Dun  &  Bradstreet  (failures 
arge  companies).  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data  on 
iness  failures  and  real  estate  loans   ^Historical  data  available  from  CIBCR 


Sources:  London  Wednesday  final  setting.  Chicago  market,  Me(a/s  Week.  Memphis 
market,  NYMEX 


FOREIGN  EXCHANGE 


LATEST 

WEEK 

YEAR 

[TEREST  RATES 

JAPANESE  YEN  (11/21) 

WEEK 

AGO 

AGO 

LATEST 
WEEK 

WEEK 
AGO 

YEAR 
AGO 

101,60 

101,02 

98,60 

GERMAN  MARK  (11/21) 

1,41 

1,40 

1,56 

DERAL  FUNDS  (11/20) 

5,73% 

5,71% 

5.53% 

BRITISH  POUND  (11/21) 

1,56 

1,56 

1,56 

MMERCIAL  PAPER  (II/21)  3  month 

5,72 

5,74 

5.90 

FRENCH  FRANC  (II/21) 

4,86 

4,84 

5,35 

RTIFICATES  OF  DEPOSIT  (11/21)  3  month 

5,73 

5,74 

5.87 

ITALIAN  LIRA  (II/21) 

1592.5 

1590,8 

1614.3 

(ED  MORTGAGE  ( 11/1 7)  30  year 

7,66 

7,63 

9.33 

CANADIAN  DOLLAR  (II/21) 

1,35 

1,36 

1.37 

JUSTABLE  MORTGAGE  ( 11/1 7)  one-year 

5.78 

5,69 

6.33 

MEXICAN  PESO  (11/21) 

7,705 

8  000 

3.446 

IME  (11/22) 

8,75 

8.75 

8.50 

Sources:  Major  New  York  banks.  Currencies 

expressed  m  units 

per  U  S  dollar, 

jrces;   Federal  Reserve,  HSH  Associates,  Reuters 

Holdings  PLC 

except  for  British  pound  in  dollars 

3w  data  m  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
iipment.   l=Western  Wood  Products  Assn        2-Southern  Forest  Products  Assn.         3-Free  market  value       NA-Not  available       r-revised       NM-Not  meaningfui 


THE  WEEK  AHEAD 


STING  HOME  SALES  CONSUMER  CONFIDENCE 


iday.  Nov.  27,  8:45  a.m.  ►  Existing 
les  probably  sold  at  an  annual  rate  of 
million  in  October,  after  rising  0.7%  in 
tember,  to  a  4.15  million  pace. 

iSING  STARTS 

sday.  Nov.  28,  8:30  a.m.  ►  Housing 
ts  in  October  probably  stood  at  an 
ual  rate  of  1.4  million,  unchanged  from 
tember's  level.  That's  according  to  the 
lian  forecast  of  economists  surveyed  by 
.  International,  a  division  of  The 
jraw-Hill  Companies.  The  October  hous- 
release  was  originally  scheduled  for 
'.  17,  but  was  delayed  because  of  the 
srnment  shutdown. 


Tuesday.  Nov.  28,  10  a.m.  ^  The  Confer- 
ence Board's  index  of  consumer  confidence 
likely  slipped  to  96.4  in  November  from  97 
in  October,  projects  the  mms  report.  That 
would  be  the  index's  third  decline  in  a  row. 
And  a  deterioration  in  consumers'  optimism 
about  the  economy  and  job  prospects  does 
not  bode  well  for  holiday  shopping. 


Thursday,  Nov.  30.  8:30  a.m.  ►  New 
orders  taken  by  durable-goods  manufactur- 
ers probably  fell  1.5%  in  October.  That's 
suggested  by  the  drop  in  output  of  durable 
goods  for  the  month.  The  expected  decline 
follows  two  big  gams  in  orders,  including  a 


2.9%  rise  in  September.  With  consumer 
demand  losing  steam,  however,  manufactur- 
ers are  cutting  back  output. 

NAPM  SURVEY 

Friday,  Dec.  1.  10  a.m.  ►  The  mms  survey 
forecasts  that  the  National  Association  of 
Purchasing  Management's  business  index 
probably  rose  to  48%  in  November,  from 
46.8%  in  October.  Despite  the  increase, 
the  NAPM  index  would  still  be  below  the 
50%  line  that  divides  expansion  and  reces- 
sion for  the  industrial  sector. 


Note:  As  a  result  of  the  government  shut- 
down, many  economic  releases  have  been 
rescheduled. 


DURABLE  GOODS  ORDERS 


rnis 

Week, 

Online 

Business  Week  presents 
frequent  live  conferences 
on  America  Online. 
It's  your  opportunity  to  ask 
questions  about  features 
from  the  magazine. 


<----> 


Sunday 

Thanks  to  the  Internet  and 
the  Web,  a  revolution  in 
software  is  coming  soon  to  a 
computer  near  you — and  it's 
long  overdue.  Read  all  about 
it  in  the  Cover  Story  and  then 
talk  with  the  author,  BW 
Software  Editor  Amy  Cortese. 
Nov.  26 

9  p.m.  EST  in  the  Globe 

Tuesday 

You  don't  need  to  wait  for  a 
tax  bill  from  Congress  to  get 
ready  for  your  next  1040  and 
your  own  tax  bill.  Check  out 
Personal  Business  in  this 
issue  foryearend  tax  tips  and 
join  us  with  your  questions 
for  tax  accountant  Jim 
Vonachen  of  Clifton, 
Gunderson  &  Co.  and  Stuart 
Weiss,  who's  both  a  writer 
and  a  CPA.  Nov.  28 
8  p.m.  EST  in  the  Odeon 


Transcripts  of  all  conferences 
are  available  for  downloading 
from  the  BW  Online  area  on  AOL 
soon  after  each  event. 


For  a  free  trial  diskette 
including  10  free  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 


A  M  E  R.I^C  A 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


ABB  Asea  Brown  Boveri  64 
Access  Research  95 
Adam  Opel  (GM)  52 
Aetna  Life  &  Casualty  (AET)  96 
Agros  64 

Airbus  Industrie  36 
A.  M  Best  128 
Amencan  Express  (AXP)  100 
AMG  Data  Services  94 
Anglo-Amencan  Foundation  121 
Apple  Computer  (AAPL)  10,13, 
48,  78,100,136 
AT&T  (T)  4,  37 
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Baltimore  stallions  74 
Banc  One  (ONE)  98 
BankAmenca  (BAC)  6 
Bayer  109,121 
Bedon  Dickinson  (BDX)  96 
Bell  Helicopter  36 
Bertelsmann  40 
Bezeq  Israeli 
Telecommunication  48 
Binnyi  Associates  94 
Birmingtiam  Barracudas  74 
Boeing  (BA)  36,42 
Borden  121 

Borland  International  (BORL)  78 
Boston  Beer  (SAM)  48 
Bramwell  Capital 
Management  94 
Bntisti  Petroleum  (BP)  100 
Brown  &  Williamson  48 
Buchanan  Ingersoll  6 
Buck  Consultants  130 


Cable  &  Wireless  (CWP)  48 
Calgary  Stampeders  74 
Calvin  Klein  48 
Canadian  Football  League  74 
Canadian  National  Railway  78 
Canal  Plus  40 
Capitol  Records  48 
Carts  of  Colorado  32 
Caterpillar  (CAT)  38 
Cavitt  Asset  Management  10 
CBS  78 

Challenger  Gray  & 

Christmas  24 
Chrysler  (C)  48 
Ciba-Geigy  109 
Citibank  (CCI)  64 
Citibank  Global  Asset 

Management  (CCI)  94 
Cleveland  Browns  74 
Clifton  Gunderson  126 
Coast  Federal  (CSA)  98 
Coca-Cola  (K)  100,94 
Collabra  Software  78 
Conference  Board  133 
Connect  78 

Coopers  &  Lybrand  126, 130 
Cowen  36, 109 
Credit  Lyonnais  40 
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Dean  Witter  24,  94 
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Digital  Equipment  (DEC)  78 
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Dun  &  Bradstreet  (DNB)  44 
Duracell  (DUR)  121 
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EarthWeb  82 
Eastman  Kodak  (EK)  100 
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ESPN  20, 74 
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Exhibitor  Relations  40 
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Federal  Express  (FDX)  74 
First  Bank  System  (FBS)  48,  98 
First  Brands  (FBK)  121 
First  Call  104 
First  Chicago  32 
First  Interstate  (I)  48, 98 
First  Nationwide  Bank  98 
Ford(F)  52,60 
Franklin  Electranic  Publishers 
(FEP)  20 
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KeyCorp  (KEY)  6,98 
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Lante  78 
LaserSight  (EASE)  4 
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Lennar  32 
LifeScan  121 
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Lockheed  Martin  (ML)  36 
Lotus  Development  (LOTS)  78 
Lutheran  Brotherhood  128 
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Macromedia  (MACR)  78 
Macy(R.H.)  104 
Market  Vision  78 
Mattel  (MAT)  42 
McDonald's  (MCD)  100 
McDonnell  Douglas  (MD)  36 
McGraw-Hill  (MHP)  133 
Memphis  Mad  Dogs  74 
Merck  (MRK)  94 
Metro-Goldwiyn -Mayer  40 
Metrapolitan  Life  Insurance  96 
Micran  Technology  (MU)  94 
Microsoft  (MSFT)  13,20,48,64, 
78,  82,136 

MMS  International  (MHP)  133 
Moody's  Investors  Service  104 
Morgan  Stanley  (MS)  82 
Motorola  (MOT)  94, 100, 136 
Mynad  Genetics  109 
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NationsBank  (NB)  98 
NBC  78 
Nestle  USA  121 
Netscape  Communications 
(NSCP)  13.78,82.94 
News  Corp  (NWS)  60 
NeXT  Computer  78 
NFL  74 

Noise  Cancellation  Technologies 
(NCTI)  116 
Norwest(NOB)  98 
Novell  (NOVL)  6 
Nynex(NYN)  48 


Oncormed  109 
Optimus  64 
Oracle  (ORCL)  78 
Organiza^es  Globo  60 
Organization  Resources 
Counselors  130 
Owens-Corning  (OCF)  42 
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Paramount  Pictures  40 
PepsiCo  (PEP)  64 
Philo  Smith  100 
Pillar  Point  Partners  4 
Piper  iaff  ray  126 
Polish-American  Enterpnse 
Fund  64 

Polygram  (PLC)  40 
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Pnmerica  96 

Procter  &  Gamble  (PG)  48,  94, 
121 


Progressive  Networks  78 
Promo  Enterpnses  44 

Q 


Quaker  Oats  (OAT]  121 
R 


Rafako  64 

Ranger  Oil  (RGO)  100 
ReplyNet  44 
RJR  Nabisco  (RN)  48 
Robert  Half  International  4; 
Rockwell  (ROK)  116 
Runzheimer  International  1 
S 


Saab  52 

Saatchi  &  Saatchi  44 
Samsung  64 
Sanford  C.  Bernstein  38, 91 
San  Francisco  Federal  Savin 

Loan  98 
Shikiar  Asset  Management 
Shreveport  Pirates  74 
Sikorsky  Aircraft  36 
Smith  Bamey  (SB)  94,  98, 
Sony(SNE)  40,100 
Spyglass  (SPYG)  78 
Ssangyong  Investment  & 

Securities  58 
Standard  &  Poor's  100,10' 
StarNine  Systems  78 
Starwave  20 
Summit  Technology  4 
Sun  Microsystems  (SUNW) 

78,  82,136 
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Tele-Communications 
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Textron  (TXT)  36 
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Management  104 
Toronto  Argonauts  74 
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Toshiba  78 
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Lvestment  Figures  of  the  Week 


HENTARY 

.S.  stock  market  could  be 
ed  up  in  one  word:  Wow, 
ow  Jones  industrial  average 
I  above  5000  for  the  first 
in  Nov.  21,  rising  40  points 
i  the  day  at  5023.6,  The 
vas  spurred  on  by  hope  for 
in  short-term  rates  and 
nent  that  the  budget  im- 
in  Washington  would  give 
)  reduced  deficits.  Cheery 
mic  sentiment  also  boosted 
)  earlier  in  the  week.  But 
,  were  sluggish,  with  the 
of  30-year  Treasuries 
§  slightly  on  Nov.  21. 


STOCKS 

Nov.  May 


Nov.    Nov.  16-21 


BONDS 

Nov.      May      Nov.    Nov.  16-21 


THE  DOLLAR 

Nov.      May      Nov.    Nov.  15-21 


600.24  1525 


1572.51 


1-week  change 
+  1.1% 


52-week  change 
+  18.7% 


1-week  change 
+0.3% 


52-weel(  change 
-2.4% 


1-week  change 
+0.1% 


KET  ANALYSIS 


%  change 

STOCKS 

Latest 

Week 

S2-week 

lONES  INDUSTRIALS 

5023.6 

2.0 

36.6 

ZE  COMPANIES  (S&P  MIdCap  Index) 

212.7 

-0.3 

28.0 

L  COMPANIES  (Russell  2000) 

301.1 

-0.1 

24.3 

OMPANIES  (Russell  3000) 

341.9 

0.7 

32.7 

%  change  (local  currency) 

■AGH  STOCKS 

Latest 

Week 

52-week 

ON  (FINANCIAL  TIMES  100) 

3604.1 

0.9 

17.1 

)  (NIKKEI  INDEX) 

18,384.3 

4.0 

-3.1 

NTO  (TSE  COMPOSITE) 

4624.7 

1.4 

14.0 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

5.51% 

5.55% 

5.43% 

30-YEAR  TREASURY  BOND  YIELD 

6.27% 

6.29% 

8.04% 

S&P  500  DIVIDEND  YIELD 

2.48% 

2.27% 

2.85% 

S&P  500  PRICE/EARNINGS  RATIO 

17.0 

16.7 

16.5 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  200-day  moving  average 

542.2 

539.8 

Positive 

Stocks  above  200-day  moving  average 

62.0% 

63.0% 

Neutral 

Speculative  sentiment:  Put/call  ratio 

0.66 

0.66  r 

Neutral 

Insider  sentiment:  Vickers  sell/buy  ratio 

1.88 

2.25 

Positive 

DUSTRY  GROUPS 


MONTH  LEADERS 


BLOOMBERG  FINANCIAL  MARKETS 


%  change 
1-month  12-nionth 


Strongest  stock  in  group 


%  change 
1-month  12-month 


lOTOGRAPHY/IMAGING 

14.1 

44.0 

EASTMAN  KODAK 

14.9 

44.5 

70'/4 

;TAL  and  GLASS  CONTAINERS 

12.8 

3.4 

CROWN  CORK  &  SEAL 

14.7 

5.1 

40^4 

UCKING 

11.7 

0.8 

ROADWAY  SERVICES 

17.6 

1.5 

51V4 

«0s 

11.1 

-2.0 

U.S.  HEALTHCARE 

11.6 

-15.2 

39^8 

(NUFACTURED  HOUSING 

9.2 

8.9 

FLEETWOOD  ENTERPRISES 

10.5 

11.2 

22^/8 

HWONTH  LAGGARDS 

%  change 
1-month  12-month 

Weakest  stock  in  group 

%  change 
1-month  12-month 

Price 

MICONDUCTORS 

-9.4 

47.9 

MICRON  TECHNOLOGY 

-31.4 

150.2 

49% 

IPER  CONTAINERS 

-6.8 

-0.6 

STONE  CONTAINER 

-14.0 

0.8 

15% 

IREST  PRODUCTS 

-6.4 

12.1 

WILLAMEHE  INDUSTRIES 

-16.2 

28.2 

54 '4 

:RS0NAL  LOANS 

-5.5 

53.8 

HOUSEHOLD  INTERNATIONAL 

-8.0 

64.6 

59'/4 

)TELS  AND  MOTELS 

-4.3 

12.8 

HARRAH'S  ENTERTAINMENT 

-16.1 

9.8 

22'/4 

TUAL  FUNDS 


MORNINGSIAR  INC 


DERS 


-week  total  return 

% 

«IITH  BARNEY  SPECIAL  EQUITIES  B 

12.0 

INN  HANCOCK  SPECIAL  EQUITIES  A 

10.9 

DELITY  SELECT  CONSUMER  PRODUCTS 

8.6 

reek  total  return 

% 

OELITY  SELECT  ELECTRONICS 

75.3 

OVETT  SMALLER  COMPANIES  A 

73.3 

LGER  CAPITAL  APPRECIATION 

69.7 

LAGGARDS 
Four-week  total  return 


WRIGHT  EQUIFUND-MEXICO  -17.7 
STEADMAN  OCEANOGRAPHIC  TECHNOLOGY     -14. 1 

VAN  ECK  ASIA  INFRASTRUCTURE  A  -12.3 

52-week  total  return  % 

WRIGHT  EQUIFUND-MEXICO  -61.6 

TCW/DW  LATIN  AMERICAN  GROWTH  -41.8 

TCW  GALILEO  LATIN  AMERICA  EQUITY  -41.4 


S&P  500 


4-week  total  return 


Average  fund 
52  week  total  return 


LATIVE  PORTFOLIOS: 


ar  amounts  represent  the 
ent  value  of  $10,000 
sted  one  year  ago 
ach  portfolio 

:entages  indicate 
-day  total  returns 


U.S.  stocks 

$13,608 

+0.77% 


Treasury  bonds 

$13,429 

+0.03% 


Foreign  stocks 

$11,470 

+2.27% 


nil 


Money  market  fund 
$10,558 

+0.12% 


DRI/McGRAW-HILL 


Gold 

$10,043 

-0.52% 


ata  on  this  page  are  as  of  market  close  TLJesday,  Nov.  21.  1995,  unless  otherwise  indicated.  ket  close  Nov.  20.  Mutual  fund  returns  are  as  of  Nov.  17.  Relative  portfolios  are  valued  as  of 
stry  groups  include  S&P  500  companies  only;  performance  and  share  prices  are  as  of  mar-      Nov.  20.  A  more  detailed  explanation  of  this  page  is  available  on  request.  r=revised 


Editorials 


LIBERATION,  COURTESY  OF  THE  INTERNET 


Ours  is  an  era  of  revolutions:  The  collapse  of  commu- 
nism. The  economic  rise  of  the  Third  World.  The  Infoi-- 
mation  Age.  Behind  these  upheavals  lies  an  integrating  idea: 
openness.  It's  time  to  open  up,  to  "liberalize"  everything, 
fi-om  national  borders  to  shareholder  reporting. 

Now,  the  open  standards  of  the  Internet  are  rapidly  trans- 
forming the  computer  business.  Throughout  the  1980s,  the 
liigh-technology  industry  did  an  astounding  job  of  biinging  in- 
novations to  market  at  gi'eat  speed,  thanks  to  cutthi'oat  com- 
petition between  lots  of  hardware  and  software  companies: 
IBM  vs.  Apple  Computer,  Intel  vs.  Motorola,  Microsoft  vs. 
everyone  else. 

Yet  in  the  1990s,  the  mles  seemed  to  change.  Microsoft  was 
winning  the  lion's  share  of  markets  and  profits,  along  with 
semiconductor  gohath  Intel — creating  the  so-called  Win- 
tel  (Windows  and  Intel)  standard.  Microsoft's  control  of  the 
personal-computer  architecture  has  become  so  pervasive  that 
government  trustbusters,  corporate  customers,  and  industry 
rivals  feared  the  company's  near-monopoly  position. 

While  such  apprehensions  were  perhaps  well-founded,  they 
may  become  increasingly  iiTelevant.  The  open-system  stan- 
dards of  the  Internet  and  its  World  Wide  Web  are  seeing  to 
that.  Just  as  IBM  lost  its  near-monopoly  in  computers  during 
the  era  of  mainframes  to  nimbler  PC  visionaries,  so  the  In- 


ternet thi'eatens  to  overhaul  the  softwai-e  business,  creatir 
whole  new  set  of  winners  and  losers.  On  the  World  ^ 
Web,  computer  users  with  all  kinds  of  systems  easily  c 
municate  with  one  another.  New  progi'amming  setups  i 
ride  on  the  Web's  open  standards,  such  as  Sun  Micr 
tems'  Java,  promise  to  make  it  easy  for  diverse  machines 
various  manufactui'ers  to  shar-e  the  same  software.  With 
imal  barriers  to  entry,  the  Internet  offer's  a  software  wi 
where  no  one  has  seized  contr-ol  and  where  entrepi-eneurs 
reach  out  to  new  customer's  without  going  through  Micro; 
or  any  other  aspiring  gatekeeper.  Once  again,  as  our  Ci 
Story  on  software  makes  clear  (page  78),  competition 
technology  are  the  enemies  of  monopoly. 

The  tantalizing  possibility — that  software's  current  cor 
rate  hier'ar'chy  may  be  upset — isn't  the  most  inter-esting  f 
of  the  Inter'net  story,  however':  It's  the  Internet's  potentia 
lower  the  costs  of  infor-mation  and  distribution  drasticj 
making  American  industry  even  mor'e  flexible  and  nimble, 
realizing  the  wealth-creating  potential  of  the  Internet  won't 
just  a  tale  of  technology.  It  vrill  also  depend  on  organizati 
al  innovations  and  investments  that  will  allow  employees 
exploit  this  frontier  technology'.  It  will  require  vigilance 
customers  to  make  sure  computer  and  software  makers  s1 
vdth  open  standards. 


DON'T  SELL  THE  ECONOMY  SHORT 


It's  ludicr'ous,  really.  The  coming  feder-al  budget  deal  seems 
to  depend  on  whether  negotiators  decide  the  economy  vdll 
grow  at  a  2.3%  armual  rate  for  the  next  decade,  as  forecast  by 
the  Congressional  Budget  Office,  or  at  2.5%,  as  gauged  by  the 
White  House.  Worse,  the  whole  debate  reflects  only  the  con- 
stricted vision  of  conventional  wisdom. 

Fact  is,  no  one  knows  how  fast  the  economy  will  grow  in  the 
next  year',  let  alone  the  next  decade.  Indeed,  it's  striking  how 
many  dire  business  and  economic  predictions  have  proved  er- 
I'oneous.  In  the  1980s,  the  Japanese  semiconductor  jugger- 
naut was  going  to  destroy  its  U.  S.  counterpart.  But  the  U.  S. 
chip  business  is  thriving  worldwide  in  the  1990s.  Among  econ- 
omists, it  has  long  been  an  ar-ticle  of  faith  that  when  the  un- 
employment rate  falls  below  6%,  inflation  takes  off.  Yet  the  un- 
employment rate  has  been  below  6%  for  well  over  a  year, 
and  inflation  r'emains  tame.  Ear'ly  in  1995,  with  the  dollar'  in  tat- 
ters and  investors  flocking  to  mutual  funds,  many  market 
seers  pr'edicted  a  financial-market  meltdown.  Today,  the  Dow 
Jones  industrial  average  has  br'oken  through  the  5000  mark, 
long-tei'111  interest  rates  have  fallen  by  nearly  two  per'centage 
points,  aric;  household  net  wor'th  is  up  by  some  10%  this  year 
BUSINESS  WEEK  aligns  itself  with  those  economists  who 
believe  the  economy  can  expand  at  a  3%-a-year  pace  without 
igniting  inflation.  Of  cour'se,  the  White  House  and  the  Re- 


pubhcan  Congress  do  need  the  discipline  of  a  conservat 
growth  yar'dstick,  now  that  they've  agreed  to  negotiate  on  ' 
ancing  the  budget  in  seven  years.  It's  also  true  that,  in 
1980s,  economic  forecasts  during  frequent  budget  batt 
were  too  r'osy.  Still,  with  the  financial  markets  seemin 
saying  that  the  gains  from  corporate  restructurings  and 
high-tech  revolution  have  a  way  to  run,  we  would  encour; 
negotiator's  to  lean  more  on  a  2.5%  forecast  in  their  delib 
ations,  shaving  as  much  as  $400  bilhon  off  the  amount  t 
needs  to  be  cut  over  the  next  seven  years. 

More  important  than  the  economic  number  during 
days  of  brutal  talks  that  lie  ahead  is  a  r-eminder  that  eli 
nating  the  budget  deficit  isn't  an  exercise  in  hair-shirt  e 
nomics.  It's  savings  and  investment  that  count.  The  econc 
ic  idea  behind  a  balanced  budget  is  to  raise  savings,  whicl 
turn  fuels  investment.  Just  as  business  invests  in  machine 
and  equipment,  the  government  must  keep  investing  in  ei 
cation,  r'esear'ch  and  development,  and  infi-astr-uctiu'e  to  bo 
gr'owth  prospects  in  a  world  of  fierce  international  competit 
When  people,  companies,  and  nations  invest  in  their  hun 
and  physical  capital,  they're  betting  on  new  mar'kets  i 
new  ideas — vital  ingredients  for  faster  growth.  Yes,  balar 
the  budget  in  seven  years.  But  avoid  the  danger  that  k 
gr'owrth  expectations  become  a  self-fulfilHng  pr'ophecy. 
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lu've  heard  the  case  against  Time  Warner's  Jerry  Levin. 
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You  go  swimming  only  minutes 
after  eating. 


You  walk  under  ladders. 

You  use  a  butter  knife  to  remove 
toast  from  the  toaster. 

Then  you  go  and  test  your 
new  system  design  at  an  IBM 
Open  Systems  Center. 

So  much  for  your  daredevil  image. 


,  Outside  North  America,  please  contact  your  local  IBM  ol'ice.  The  IBM  home  page  is  located  at  hitpiZ/w'Mv.ibnn.com  IBM  is 
tfactemark  and  Solutioris  lor  a  small  planei  is  a  trademark  ot  international  Business  Machines  Corporation  ©1995  IBM  Corpe 
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KvtMi  thosr  who  live  on  the  cdji^c  know  lliry  shouldiU  lake  chiinccs  whrn  dcsiginnj^  a  (iicni/scrver 
system  lor  tlicir  Idisiness.  With  so  imicli  to  he  gained,  you  have  to  be  sure  that  everything  goes  just  right. 

Think  ol  an  IBM  0[)en  Systems  Center  (aetually,  there  are  42  ol  them  around  the  world)  as 
a  [)roving  ground  lor  new  business  solutions.  Here,  no  stone  is  lelt  unturned. 

For  starters,  skilled  consultants  will  help 
you  design  and  test  your  system  belore  you 
build  it.  From  developing  prool-ol-eoneept 
jjrototyjjes  to  integrating  new  technologies  to 
anticipating  long-term  performance,  theyll 
help  make  sure  the  system  you  design  today  is 
flexible  enough  to  meet  your  needs  tomorrow. 

Does  your  current  system  use  hardware 
and  software  from  a  vari(»ty  ol  vendors?  At 
an  IBM  Open  Systems  Center  you'll  lind  a 
wealth  ol  experience  in  designing  multiv<Midor 
environments.  And,  just  as  important,  a 
willingness  to  look  lor  solutions  wlnMcver  they 
might  exist.  So  you  can  design  a  system  that 
lives  up  to  (W(Myones  expectations. 

01  (  oiirstN  you  II  also  find  the  skills  you 
need  to  better  evaluate  technology  alternatives, 
address  security  concerns, 
even  identity  ways  to  expand 
your  system  down  the  road. 
All  to  make  sure  your  investment  nMnains  secure 
and  your  system  intact. 

To  find  out  how  your  company  can 
realize  the  rewards  ol  client/server,  call  us  at 
1  800  IBM-3333,  ext.  JA005.  Or  visit  us  on  the 
Net  at  http://www.csc.ibm.com 

And  please,  be  careful  out  there. 


Can  your 
computer 
company 
do  this? 


Braun  Flex  Integral. 
Finally,  A  Shaver  That  Sees  Your  Face  For  What  It  Really  Is. 


Hills  and  valleys,  ridges  and  ravines.  Difficult  landscape  where  certain  hiairs 
grow  taller,  longer.  The  perfect  terrain  to  introduce  Braun  Flex  Integral. 

Its  revolutionary  three-stage  shaving  system  performs  like  no  other  shaver. 

Even  in  problem  areas,  under  the  chin  or  along  the  neck  where  growth  may  be 
more  vigorous,  you'll  get  Braun's  closest  shave  yet. 

Traveling  through  difficult  terrain  requires  the  proper  vehicle.  The  Braun  Flex  Integral. 


stage  1 

One  foil  removes  short  hairs. 


stage  2 

An  integrated  culler- longer  ttairs. 


stage  3 

The  second  foil  completes  the  job. 


BRHun 

The  world's  most 
recognized  shave. 
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THE  UNLIKELY  MOGUL 

Time  Warner  ( 'Kc )  Jeiry  Levin  hasn't 
had  an  easy  ride.  He  lacks  the  charisma 
of  his  predecessor,  the  late  Steve  Ross. 
Many  investors  still  blame  him  for 
helping  to  ci-eate  the  debt-laden  Time 
Wamer.  And  the  comjjany's  stock  has 
missed  out  on  the  bull  market.  Yet 
Levin  is  maldng  some  bold  moves — and 
if  the  TiuTier  deal  works,  he  may  win 
over  his  critics 
96    ...BUT  FIRST,  A  WORD  FROM  THE  FTC 
It's  sui-e  to  weigh  in  on  the  Time  deal 
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34    BOOM  TIME  FOR  THE  STATES 

They  have  extra  cash — and  are  nishing 
to  lower  taxes — but  federal  cutbacks 
will  soon  hit  state  governments  hard 

36  CARIBOU,  POLAR  BEARS— OR  OIL? 
Washington  is  brawling  over  the  fate  of 
Alaska's  coastal  plain 

37  REVENGE  OF  THE  SUPPLY  SIDERS 
Their  theoiies  once  again  dominate 
election-year  economics 


BARRY'S  BACK  IN  TOWN 

But  can  former  Fox  Chairman  Diller 
turn  a  ragtag  gi'oup  of  properties  into  a 
media  powerhouse'? 

39  RAYTHEON'S  AMAZON  CLIFFHANGER 
Payoff  allegations  thi-eaten  a  $L4  bilhon 
surveillance  contract 

40  THIS  PUBLIC  COMPANY  OF  OURS 

Is  the  Gottwalds'  grip  on  the  $4  billion 
Ethyl  emph-e  really  loosening? 

42    THE  LITTLE  SCION  THAT  COULD 

Lester  Knight  scores  again  as  Ba.xter 
spins  off  its  hospital-supply  business 

42    ADVANTAGE,  KERKORIAN 

His  relentless  maneuvering  at  Chi-ysler 
is  ]5aying  off 

44    A  DOGFIGHT  OVER  THE  AIR  FORCE 
ComjHiter  makers  are  scrambling  to 
land  its  juicy  conti'act 

44    REVLON  WITHOUT  THE  PAINT 

Will  investors  match  the  cosmetics 
com|.)any's  lofty  estimate  of  its  worth? 
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FedE.x,  Education  Alternatives, 
Travelers  and  Aetna,  Bankers  Trust, 
Giant  Foods,  Delta,  Packard  Bell 


KOREA 

The  bribery  scandal  has  tumei 
battle  over  Korea's  destiny 
54    CZECH  REPUBLIC 

Mike  Dingman  takes  on  Czech 
industi-y — ft-om  the  Bahamas 

60  BOSNIA 

Clinton's  gamble  on  peace  isn'1 
politically  risky  as  it  looks 

61  MEXICO 

Grapo  Tele  visa  joins  three  intf 
media  giants  in  a  pay-TV  venti 

62  INTERNATIONAL  OUTLOOK 

Russia's  Communists  may  wel. 
parliamentary  vote 
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Becker:  How  to  cut  comiption 
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Savings  and  mortgage  debt,  V 
budget  bonus,  the  market  and 
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after  all  this  holiday  season 
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listory  of  regulatory  infi-actions? 
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Executive  Allen  is  showing  results — but 
without  a  contract  with  his  pilots, 
he's  not  out  of  the  clouds  yet 

Information  Processing 
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Competitive-access  providers,  business' 
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Selling  sharper  images  of  earth — once 
the  sphere  of  sjjies — could  be  a  market 
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PAPER  PLAYS 

...  AND  A  BILLION  DOLLARS  IN  A  PEAR  TREE 

(b)  $1  billion?  Or  (c),  both? 

You  got  it.  On  Nov.  29, 
Jobs's  Pixar  Animation  Stu- 
dios went  public  in  spectacu- 
lar fashion,  a  week  after  the 
opening  of  Toy  Story,  the  an- 
imated Disney  movie  it 
helped  create.  Pixar,  original- 
ly expected  to  sell  its  shares 
for  $12  to  $14,  bumped  the 
price  up  to  $22  after  Toy  Sto- 
ry's box  office  success.  Still, 
opening  day  was  a  blowout: 
Pixar  peaked  at  $49  before 
closing  at  $39.  And  Jobs?  His 
80%  stake  was  worth  a  cool 


JOBS:  Pixar  pix  are  perking 

WHAT  DO  YOU  ASK  SANTA  FOR 
if  your  name  just  happens  to 
be  Steve  Jobs?  How  about 
(a)  a  hit  Chiistmas  movie,  or 


TALK  SHOW  ^America  cannot  and  will  not  be  the  world' 
policeman. 55 

— President  Clinton  in  his  TV  address  to  rally  support for  send- 
ing 20, 000  U.S.  troops  to  Bosnia 


$1.1   billion  at  day's  end. 

It  was  reminiscent  of  the 
IPO  15  years  ago  of  Jobs's 
first  company,  Apple  Com- 
puter. Except  that  Jobs,  40, 
made  just  $217  million  ft'om 
Apple's  offering  back  in  those 
days.  He  paid  $10  million  for 
Pixar  in  1985,  then  poured 
$50  million  into  its  computer 
animation  technology.  Says 
Jobs:  "Overnight  success  sto- 
ries take  a  long  time." 

The  payoff"  was  Toy  Story, 
which  has  gi'ossed  almost  i 
million  domestically  since  its 
Thanksgiving  debut. 
Now,  Pixar  has  a  deal  to 
make  two  more  movies 
with  Disney.  Can  it  possi- 
bly live  up  to  Wall  Street's 
expectations?  Kathy  Rebello 


STREET  NEWS 

NOMURA'S  CAPITAL 
PUNISHMENT 

MAX  CHAPMAN,  CO-CHAIRMAN 

of  Nomura  Securities'  U.  S. 
operation,  has  dodged  a  bul- 
let. Nomura  and  Chapman 
himself  had  been  under  in- 
vestigation by  the  New  York 
Stock  Exchange  since  1994 
for  a  possible  failure  to  su- 
jjervise,  say  sources  close  to 
the  firm.  At  issue:  whether 
Nomura  permitted  $212  mil- 
lion of  trades  in  Mexican  se- 
eui-ities  in  violation  of  nyse 
net  capital  rules. 

On  Nov.  29,  the  exchange 
levied  a  $1  million  fine — the 
third-largest  in  NYSK  histo- 


ry-— against  Nomura.  The 
NYSE  found  that  the  firm 
made  the  trades  even  though 
"members  of  No- 
mura's manage- 
ment" knew  this 
could  get  it  in 
trouble.  Nomura 
neither  admitted 
nor  denied  guilt. 

Chapman  be 
came  awai'e  of  the 
transactions  in  a 
July,  1992,  meeting, 
according  to  the 
NYSE  findings. 
Chief  Nomui-a 
lawyer    Ira  Lee 
Sorkin  says  he  doesn't  know 
whethei'  Chapman  was  under 
investigation  but  that  to  single 
him  out  would  have  been  un- 


fair since  many  senior  offi- 
cials knew  of  the  trades. 
The  NYSE  won't  comment 
on  the  case, 
which  has  had 
repercussions  at 
Nomura.  The 
firm's  CFO,  Kazuo 
Wakairo,  was  re- 
cently transferred 
to  London  as  a 
result,  sources 
say.  Wakairo,  like 
Chapman,  was 
not  named  in  the 
NYSE  report. 
While  Wakairo 
couldn't  be 
reached,  his  lawyer,  Robert 
Pietrzak,  denies  that  Wakah'o 
moved  due  to  the  nyse 
brouhaha.       Leah  Nathans 
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THE  LIST   GATES?  WHO'S  HE  PLAY  FOR?' 


For  top  execu- 
tives, it  pays  to 
be  well  informed 
about  matters  of 
commerce.  Very 
few  of  them  turn 
to  the  business 
section  first, 
though.  This  may 
be  a  natural  desire  to  ,iyijid 
work-related  reading  before 
they've  really  woken  up. 
But  public-relations  firm  Jeri- 


cho Promotions, 
which  conducted 
the  survey,  found 
that  managers 
not  only  prefer  to 
read  sports  and 
lifestyle  stories 
first  for  tfie  fun 
of  it:  They  also 
claim  that  these  sections 
give  them  the  most  useful 
information  they  need  to  run 
their  companies. 


NEWSPAPER  SECTION 
EXECS  READ  FIRST 

Survey  of  vice-presidents 
and  above  at  biggest  1,000 
companies 
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THE  DEAL  MILL 

SPRINT  HEARS  THE 
JINGLE  OF  EUROCAS^r 

SPRINT  IS  ABOUT  TO  RUN  A\ 
with  a  big  infusion  of  frai 
and  marks.  The  No.  3  loi] 
distance  carrier  has  won  t  ' 
support  of  the  Federal  Cm 
munications  Comm 
sion    staff  1 
plans  to  getlj 
$4.2  billion  il 
vestment  fro 
Deutsche  Teleko 
and  France  Tel 
com.  The  comm 
sioners  Kkely  w 
approve  the  re 
ommendation 
their  next  mee 
ing,  on  Dec.  15. 
The  stickir 
point  has  bee 
c  0  m  m  i  s  s  i  0 
Chairman  Reed  Hundt's  ii 
sistence  on  using  the  deal 
a  wedge  to  open  France  ar 
Germany's  telecom  market 
That's  what  the  agency  di 
in  1994  before  it  approve 
British  Telecommunication 
$4.3  billion  investment  for 
20%  stake  in  MCi  Commun 
cations.  In  the  Sprint  dea 
unveiled  in  mid-1994,  th 
Germans  and  French  appea 
to  have  satisfied  the  agenc; 
European  regulators  gave 
conditional  blessing  to  th 
deal  in  October. 

But  Ecc  approval  come 
with  strings.  It  is  contingen 
on  the  GeiTnans  and  Frenc 
continuing  to  open  their  mar 
kets.  If  they  renege  in  th^ 
ftiture,  the  FCc;  can  withdra\ 
its  approval  or  impose  bij 
fines.  The  commission  showei 
its  clout  on  Nov.  28  by  en 
acting  new  open-mai'ket  stan 
dards  for  foreign  investors  ii 
U.  S.  carriers. 

Tlie  e.xtra  money  will  com* 
in  handy  for  Sprint.  Onc( 
Congress  revamps  the  tele 
com  regulations,  possiblj 
before  Christmas,  Sprint  wil 
face  an  avalanche  of  new 
competition  from  the  Babj 
Bells.  Mark  Lewy% 
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Why  Crawl 
Through  Some 

Airports 
Whenlfou  Can 
FlyThrough 
Cincinnati? 


A  quicker  way  to  the  world  of  business. 
Delta's  Cincinnati  terminal. 

If  business  travel  has  you  spending  more  time  on 
the  ground  than  in  the  air,  on  your  next  trip,  fly  through 
Cincinnati  instead. 

Deha's  incomparable  terminal  at  the  Cincinnati/ 
Northern  Kentucky  International  Airport  is  specifically 
designed  to  make  getting  where  youVe  gcjing  faster  and  easier. 

Or,  if  you  have  a  few  minutes  between  flights.  Crown 
Room  lounges  and  our  comfortable  International 
First/Business  Class  lounge  let  you  get  down  to  business. 

Crossroads  to  over  300  cities.' 

But  what  good  is  a  state-of-the-art  airport  without 
service  to  the  cities  you  need.-' 

Together  with  the  Delta  Connection™  Delta 
gives  you  more  than  400  daily  departures  from 
Cincinnati  -  including  16  new  flights"-  to  major 
business  centers  throughout  the  United  States, 
Canada,  Mexico,  Europe  and  Asia. 
Fly  through  Cincinnati  and  see  for  yourself.  For 
information  or  reservations,  see 
your  Travel  Agent.  Or  call  Delta 

at  1-800-221-1212.  And  say  you  want  Cincinnati  instead. 


ADelta 

YouU  love  the  way  we  fly' 


SHOW  BIZ 


IS  AMERICA  READY 
FOR  'GL0VELAND7 


Historical:  May  Of 

and  the  Jaekson 


COULD  THE  NEXT 

Graceland  be  a 
wliite-fi'ame  bun- 
galow sitting  on 
a  concrete  slab  at  2300  Jack- 
son St.  in  Gary,  Ind.,  a  down- 
trodden city  on  Lake  Michi- 
gan wracked  by  drugs  and 
Clime?  Sounds  like  a  hard  sell 
for  a  tourist  mecca,  but  the 


unassuming  one-story  house 
was  once  Michael  Jackson's 
family  home. 

Mayor  Thomas  Barnes 
wants  to  make  the  house  the 
center  of  a  $2  bil- 
lion, 400-acre  rock 
'n'  roll  entertain- 
ment theme  park 
that  could  bring 
desperately  needed 
economic  develop- 
ment to  Gary. 
Elvis  Presley's 
Graceland  mansion 
is  the  economic 
model  for  the  proj- 
ect, even  though 
the  two  stioictures 
couldn't  be  more  different. 
The  Jackson  home's  modest 
appearance  "is  part  of  its  ap- 
peal," says  Mayor  Barnes, 
who  has  offered  to  buy  the 
house  for  $24,700  and  relocate 
it  to  a  large  tract  elsewhere 
in  town.  The  Jackson  family, 
which  moved  out  in  1968  , 
after    the  Jackson 


Barnes 
homestead 


DRAWN  &  QUARTERED 


r 


EAST  MEETS  WEST 


FIELD  OF  BROKEN  DREAMS 


ON  THE  AMERICAN  BASEBALL 
diamond,  it  doesn't  matter 
where  you  come  from,  just 
how  well  you  perform.  Not 
so  in  Japan.  Just  ask  Bobby 
Valentine.  The  former  Texas 
Rangers  manager  took  the 
Chiba  Lotte  Marines  from 
bottom-dwellers  to  second 
place    in    Japan's  Pacific 


League.  And 
his  reward? 
The  Lotte 
Marines  recent- 
ly dumped  Valentine 
because  of  "cultural 
differences." 

Valentine,  who  was  popu- 
lar with  Japanese  fans  and 
players,  had  revamped  the 


THE  BIG  PICTURE 


MASS  OF  MONIKERS 

There's  a  boom  in  trademaik- 
ing  brand  names  for  products 
and  seivices.  Reason:  The  law 
changed  in  late  1989, 
allowing  companies  to 
trademark  stuff  they 
hadn't  yet  introduced 
to  the  public.  Almost 
one-fifth  of  the  filings 
were  for  high  tech, 
such  as  software. 

DATA:  MASTER-McNEILINC 


150  - 


TOTAL 
TRADEMARK 
FILINGS 


60-1 


'89  '90 
▲  THOUSANDS 


Five  signed  with  Motown 
records,  still  owns  the  place. 
Now  occupied  by  a  cousin,  it 
attracts  little  notice  from  fans. 

The  Jackson  family  is  defi- 
nitely interested,  although  no 
deal  has  been  struck,  and 
Michael  has  the  fijial  say,  ac- 
cording to  the  family's  attor- 
ney, Brian  Oxman.  Already, 
Oxman  says,  there  have  been 
calls  from  Sony,  Toshiba,  Toy- 
ota, and  Konica  expressing 
interest   in  participating. 

Susan  Chandler 

Marines,  using  standard 
American  management 
techniques  such  as 
playei-  rotation 
and  the  occa- 
sional recu- 
peration day. 
That  put  him 
in  direct  conflict  with 
genei'al  manager  Tatsiu-o 
Hu'ooka,  who  believes  in  kan- 
ri  yakyu,  or  "controlled  base- 
ball," meaning  never-say-die 
practice  and  total  control  over 
the  players'  lives.  In  the 
1970s,  American  managers 
Joe  Lutz  and  Don  Blasingame 
quit  Japanese  teams  after 
similar  spats  over  authority 
issues. 

Another  blow  to  Japanese 
baseball  fans:  the  L.  A. 
Dodgers'  Hideo  Nomo,  for- 
merly of  Japan's  Kintetsu  Buf- 
falos,  refuses  to  play  the  duti- 
ful native  son.  Last  season's 
National  League  rookie  of  the 
year,  he  is  seeking  a  green 
card  to  stay  in  the  U.S. 
What's  more,  the  27-yeai'  old 
pitcher  says  he  hasn't  watched 
any  Japanese  baseball  since  he 
left.  Edith  Updike 


PRODUCT  PEEK 

FROM  MOON  SHOTS 
TO  TEE  SHOTS 


DIE-HARD  GOLFERS  MAY  Fit 

one  under  their  Christm 
tree:  a  high-tech  driver  wi 
a  titanium  head.  It's  50 
lighter  than  a  steel  head  b 
stronger  and  harder,  aliowii 
a  larger  hitting  suriace.  Sa, 
Ron  Goldblatt,  general  ma 
ager  of  clubmaker  Top-Flit 
the  ball  travels  much  fast 
and  with  less  spin,  so  tl 
shot  is  longer  and  straightt 

Mighty  titanium,  original 
created  for  use  in  the  aer 
space  industry,  has  found 
new  home  in  such  spor 
pi'oducts  as  ultrahght  racir 
bikes.  In  September,  Top-Fli 
introduced  its 
driver  with  a 
titanium  head 
and  graphite 
shaft  at  the  1995 
PGA  International 
Show.  Top-Flite's 
new  club,  Tom- 
my Armour 
Golf's  Titanium 
Tommy  Gun,  and  others  ai 
shooting  for  a  piece  of  th 
$2.3  billion  club  market. 

These  clubs  aren't  cheaj 
Top-Flite's  Intimidatoi 
$275  is  a  relative  bargair 
Othei-  titanium  drivers  rang 
ft-om  $i75  to  $500.  Callaway 
steel-headed  Big  Bertha  cost 
$185  to  $285.  Some  big-nam 
golfei's  are  already  using  t 
tanium  to  good  effect.  Payn 
Stewart  swung  one  of  th 
clubs  to  finish  among  the  to 
10  at  this  year's  British  Oper 

Sunita  Wadekar  Bhargain 


RIGHT  STll 

TitaniniH 


FOOTNOTES  Pay  of  general  practitioners  in  managed  care,  1995:  $116,600,  dOWn  15.4%;  other  GPs,  $115,000,  Up  6.5% 
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People  who  don't  buy  a  product 
should  benefit  from  It  too. 


noiihazardou 

..  fluO: 


PHILIPS 


111  Uii,;  i-:...w.;y:ii.;.:n  1 

buys  it,  che  whole 


To  launch  Win  v 


used  4  networks, 
85  magazines, 


:. 


100  radio  stations 

and.  ahem. 


one  server. 


TO  POWER  THE 
ON-LINE  LAUNCH  OF  WINDOWS  9S, 

MICROSOFT  CHOSE  THE 
DIGITAL  PRIORIS  HX  590DP  SERVER. 

Failure  was  not  an  option  on  August  24. 
Microsoft  s  official  launch  date  tor 
Windows  95  marked  the  biggest  new 
product  introduction  in  industry  history, 
not  to  mention  one  ot  the  great  all-out 
media  blitzes.  On  this  day,  a  minor  glitch 
would  have  made  headlines.  So  when  all 
eyes  turned  to  Microsoft -Microsoft 
turned  to  Digital. 

For  the  on-line  launch  ot  Windows' 
95,  Microsott  plugged  in  the  Digital 
Prioris  Internet  server-ten  of  them,  m 
fact.  A  decade  of  Microsoft/Digital 
teamwork  was  behind  the  decision.  So 
was  the  simple  realiza- 
tion that,  for  a  job  that 
meant  handling  almost 
two  million  hits  the  tlrst 
day,  the  Prions  HX  .S90DP  was  simply 
the  best  server  around.  After  all,  its  tault 
tolerant  teatures  do  inclucie  drive  arrays, 
ECC  memory,  redundant  cooling  sys- 
tems and  power  supplies.  Put  simply, 
Microsott  chose  Digital  tor  the  same 
reasons  you  should.  Reliability.  Power. 
And  no  slip-ups. 

Call  1-800  DIGITAL  for  your 
nearest  reseller  or  visit  our  Web  Site 
at  www.pc.digital.com. 

Designed  for 


■■■0091 

Microsoft' 
Windows'gS 


PC 


■:IMM,H«l.l;B4;iH;IJ;IH«.t.l'JjmL'rHI 


You  could  pay 
3  times  as  much 
for  a  business-class 
teleconferencer.  • . 


I  nit  why?  Add  this  full -duplex 
peaker  to  your  telephone  to 
let  liotli  pailies  speak,  without 
cutting  each  other  off.  Digital 
Signal  Processing  (found 
in  products  at  three  times 
the  price )  cuts  annoying 
"echo"  commcMi  to  other 
amplifiers.  To  order,  or 
tor  the  location  of  a  store 
near  you,  call: 


$14099 
■■■^  #43-2 


1  800  THE-SHACK^^ 

RadioShack. 

You've  got  questions.  We've  got  answers." 


Prices  apply  ai  pariictpatmg  RadioShack  slotes  and  dealers  Items  not  available  al  a  parlicipaling  slote  can  be  special -ordered  (subject  lo  availabilitv)  al  ihe  advertise 
price  A  pariicipating  store  will  ofler  a  comparable  value  it  ihe  produci  is  sold  ou!  Independent  BadioStiack  dealers  and  franctiisees  may  noi  be  parlicipaling  in  this  ai 
Of  slock  or  special-order  every  iiem  advertised  Copies  of  applicable  warranties  are  available  upon  requesi  al  stores  tor  inspection  belore  sale,  or  by  writing  Customer 
Relations,  MOO  One  Tandy  Center,  Fort  Worth.  TX  76102 


BROUGHT  TO  YOU  BY 


Bus 


Beyond  news.  Inlellifieiice. 


Opportimities!  Information!  Partners!  Contacts! 


over  90  million  fax  machines  in  the  world, 
find  out  how  to  use  yours  to  reach  an  audience  of 
intematioiial  businesses. 

tall;  1-800-760-IiW 
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/n  a  sea  of 
millions  of 
customers 


you 
need  a 


good 


hook. 


Don't  make  your  customers  fish  oround  to  find  your 


800  number.  Catch  3.5  million  customers 


by  advertising  in  the  AT&T  Toil-Free  National 


800  Business  Buyer's  Guide  and  Consumer 


Shopper's  Guide  Directories.  The  AT&T  800 


Directories  are  the  only  directories  of  800 


numbers  nationally  distributed  to  select  consumers  and 


businesses.  Each  year  the  AT&T  800  Directories  nef  high 


marks  from  advertisers.  In  fact,  research  proves  3/4  of 


existing  advertisers  renew/, 
many  with  larger  ads. 
Why?  Because  they  work. 


Get  hooked  to  millions  of 
customers... 
advertise  in  the 
AT&T  800  Directories. 

Call  800  562-2255 

ext:1211. 


AT&T 


Readers  Report 


REVISITING  THE  REWRITTEN 
SOCIAL  CONTRACT  

I  never  paid  much  attention  to  the 
Republican  agenda,  dismissing  it  as  a 
political  game.  But  after  reading  "Re- 
writing the  social  contract"  (Cover  Sto- 
ry, Nov.  20)  and  thinking  about  it,  I  re- 
alize that,  if  the  entitlement  reforms  go 
through,  we  might  see  the  beginning  of 
an  Ayn  Rand-type  society,  where  man  is 
finally  the  individual  our  forefathers 
were  searching  for.  I  applaud  Newt 
Gingrich  for  his  vision  of  social  reform. 
At  this  time  of  retrospection,  I  would 
like  to  ask  Arnenca  this  question:  Do  we 
wish  to  live  in  a  society  that  is  based  on 
moochers,  or  do  we  wish  to  live  in  a 
society  that  is  based  on  producers? 

Bradley  S.  Nuss 
St.  Peter,  Minn. 

I  agree  that  entitlements  must  be  re- 
duced. However,  I  object  to  the  Repub- 
lican Congi'ess'  efforts  to  achieve  these 
reductions  solely  by  reducing  benefits 
to  the  most  vulnerable  members  of  soci- 
ety. Ronald  Reagan  supported  the 
Earned  Income  Tax  Credit  as  a  way  to 
encourage  work  over  welfare,  and  the 
Republican  Congi-ess  is  cutting  back  on 
this  initiative. 

The  budget  should  be  balanced  by 
reducing  entitlements  and  tax  breaks 
given  to  those  who  don't  need  them. 
Examples  include  "corporate  welfare," 
Medicai'e  and  Social  Security  for  well-off 
Americans,  and  mortgage  deductions  on 
above-average-[priced]  homes. 

Maiy  Beth  Wall 
Gastonia,  N.  C. 

You  call  Social  Security  the  "biggest 
entitlement."  As  a  teenager  in  the 
1940s,  my  employer  and  I  began  paying 
money  on  my  behalf  to  the  Social  Secui'- 
ity  system.  It  was  part  of  my  "Con- 
tract With  America"  to  provide  income 
for  my  retirement. 

In  the  1950s,  these  payments  were 
at  the  maximum  amount  and  continued 
at  that  level  until  I  retired.  Had  these 
payments  been  invested  in  government 
bonds,  the  return  would  exceed  the 


amount  I  receive  from  Social  Security. 

How  dare  you  imply  that  what  I  re- 
ceive from  Social  Security  is  a  govern- 
ment welfare  handout. 

Richard  B.  Kopp 
Scottsdale,  Ariz. 

You  say  "a  GOP  balanced  budget  is 
impossible  while  protecting  corporate 
and  individual  entitlements."  But  there 
are  two  ways  of  balancing  a  budget. 
Yes,  you  can  reduce  expenditures — but 
you  can  also  increase  income.  Both  par- 
ties shy  away  from  the  second  method: 
Increase  taxes! 

The  GOP  is  willing  to  alter  taxes,  of 
course,  but  downward.  For  decades. 
Western  Europe  first  set  its  social  agen- 
da and  then  chose  taxation  to  support  it. 
Several  countries  overshot,  as  business 
WEEK  has  pointed  out.  But  the  method  is 
a  good  one.  The  gop  idea  of  setting  a  tax 
pattern  and  then  chopping  social  benefits 
to  match  is  not  acceptable,  as  the  re- 
sults of  youi-  BUSINESS  WEEK/Han-is  poll 
clearly  indicate. 

Herbert  R.J.  Grosch 
Las  Cruces,  N.  M. 

IN  FURTHER  DEFENSE 

OF  MISSILE  DEFENSE  

Your  article  "Why  the  OOP  has  Star 
Wars  in  its  eyes — again"  (Government, 
Oct.  2)  on  National  Missile  Defense 
(NMD)  incompletely  quoted  me  regarding 
my  support  for  a  missile  defense  sys- 
tem. Yoiu"  reporter  implied  that  my  sup- 
port foi'  missile  defense  was  solely  relat- 
ed to  jobs.  The  portion  of  my  testimony 
you  deleted  indicated  my  view  that  Bal- 
listic Missile  Defense  is  critical  to  our 
national  security. 

I  have  said  often,  as  I  did  in  that 
hearing  on  Jan.  25,  1995,  that  I  beheve 
om'  country  should  be  protected  against 
ballistic  inissOe  attack.  But  nmd  I'esearch 
should  pi'oceed  slowly  and  be  targeted 
to  develop  technology  that  has  the  high- 
est probability  of  success  at  the  lowest 
cost,  and  be  ftilly  abm  treaty-comphant. 

My  goal  is  simply  this — to  develop 
and  field  a  system  as  soon  and  cheaply 
as  possible  that  will  protect  American 
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men  and  women  in  battle.  That's  ti 
message  readers  should  have  gotten. 

Jane  Harman  (D-Cal*' 
House  of  Representativ 
Washingti 


WELL-SUITED 

FOR  QUALITY.  AS  WELL 


lav 


I  am  responding  to  "Hong  Kong  ta 
ors  suit  women,  too"  (Personal  Bu; 
ness,  Oct.  9).  The  tailor  mentioned 
the  article  vdth  a  sign  in  the  windc 
saying  "Record  holder  for  the  work 
fastest  made-to-ordcr  suit ..."  is,  in  fa( 
me.  Ash  Samtani.  Kindly  note  that  tl 
suit,  which  was  made  in  1  hour,  50  mi 
utes,  and  2  seconds,  was  stitched  for 
charity  event  to  I'aise  fimds  for  the  S: 
vation  Army  in  Hong  Kong. 

I  have  been  in  the  custom-mac 
hand-tailoring  business  for  ladies  ar  ^^rn 
gentlemen  for  39  years.  In  addition 
oiu'  showi'oom  and  office  catei^ing  to  oi 
worldwide  mail-order  department, 
have  two  workshops  with  a  team  of  a] 
proximately  20  tailors  working  full-tin' 
for  me.  With  my  son  Luke  by  my  sid 
we  have  and  are  striving  hard  to  mail 
tain  high  quality  standards  in  tailorin 
oui'  suits  and  shirts  using  the  best  avai 
able  fabrics  imported  du'ectly  from  Enj 
land,  Italy,  France,  and  Japan 

Clearly,  our  priorities  are  in  the  rigllgj 
place  and  not  othei-wise,  as  suggeste 
by  yoiu-  writer. 

Ash  Samtai 
Hong  Kon 

Editor's  note:  business  week  shoul 
not  have  inrplied  that  in  delivering  ta 
lored  clothes  quickly,  Samtani  sacn 
ficed  quality.  ^i, 
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OPSY  ON  AN  EMPIRE 

American  Ambassador's  Account  of  the  Collapse  of  the  Soviet  Union 

ack  F.  Matlock  Jr. 

dom  House  •  836pp  •  $35 


HE  COLLAPSE 

HAT  SHOOK  THE  WORLD 


"political  fears  were  on  the  rise 
-^when  Gavrill  Popov,  a  radical 
Russian  economic  reformer,  met 
h  U.  S.  Ambassador  Jack  F.  Matlock 
on  June  20,  1991.  Chatting  over  cof- 
at  Matlock's  residence,  Popov,  then 
vly  elected  Moscow^  mayor,  suddenly 
ibbled  a  note  to  avoid  being  heard  by 
r  KGB  microphones.  "A  coup  is  being 
;anized  to  remove  Gorbachev,"  the 
,e  said.  "We  must  get  word  to  Boris 
iolayevich."  Popov  then  scrawled  the 
nes  of  four  coup  plotters,  all  of  them 

I  )  people  in  Gorbachev's  hmw  wmniii 

binet. 

Matlock  flashed  the  war- 
ig  to  Washington  on  the 
S.  Embassy's  most  se- 
"e  communications  link. 
;isting  that  Popov's  name 
kept  confidential,  he 
ced  that  the  note  be  re- 
ed to  Boris  Yeltsin,  then 
Berlin.  Soon  afterward, 
esident  George  Bush 
iled  Gorbachev  to  ask 
out  the  plot. 

Incredibly,  writes  Matlock   

his  memoir  Autopsy  on  an  Empire, 
ish  was  so  thoughtless  that  he 
ibbed  the  name  of  the  source  of  the 
port  to  Gorbachev  on  an  open  tele- 
one  line  monitored  by  the  kgb.  It  was 
it  one  of  several  bad  fumbles  by  the 
ish  Administration  during  one  of  the 
3st  profound  national  transformations 
this  centuiy.  Two  months  later,  a  coup 
is  attempted  against  Gorbachev  by 
actly  the  men  Popov  named.  And 
anks  partly  to  the  foiTner  Central  In- 
lligence  Agency  du-ector,  Popov  ended 
)  on  the  plotters'  short  list  of  reform- 
s  who  would  have  been  an-ested  had 
e  coup  succeeded. 

Such  startling  inside  I'eporting  sets 
atlock's  book  apart  fi'om  many  dull  or 
)mpous  diplomatic  memoirs.  His  effort 
icceeds  in  large  part  because  he  man- 


Autopsy 

ON  AN 

Empire 
* 

]  he  American 
Ambassador's  Accounl 
uf  ihe  Collapse  ol'  ihe 
Soviet  Union 

JACK  F. 
MAI  LOCK,  |R. 


aged  to  place  himself  next  to  the  major 
players  in  a  highly  complicated  and  fast- 
moving  political  drama. 

Helping  Matlock  were  his  language 
skills — fluent  Russian  and  passable 
Uki'ainian,  Latvian,  and  other  tongues — 
and  long  experience  as  a  career  diplo- 
mat. After  several  turns  at  the  Mos- 
cow Embassy  and  service  as  Ronald 
Reagan's  Soviet  adviser  at  the  National 
Security  Council,  he  was  named  Am- 
bassador in  1987,  just  as  Mikhail  Gor- 
bachev's perestroika  was  taking  off. 
"■■■"Miiw"""  A  foiTner  Daitmouth  Col- 
lege professor,  Matlock 
spends  considerable  time 
guiding  the  reader  through 
the  vagaries  of  the  foiTner 
Soviet  Union,  noting  how 
the  polyglot  nation  flew 
apart  after  communist  con- 
trol evaporated  and  various 
nationalist  fei-vors  were  un- 
leashed. He  provides  a  bal- 
anced view  of  Gorbachev  as 
a  visionary  who  gave  Rus- 
sians their  fii-st  real  chance 
■a— .m— rnn-n  at  democi'acy.  And  he  shows 
that,  with  Foreign  Minister  Eduai'd  She- 
vardnadze acting  as  point  man,  Gor- 
bachev's foi'eign  pohcy  was  nothing  less 
than  brilliant. 

But  Gorbachev  flopped  at  home.  He 
never  had  a  clue  about  how  market  eco- 
nomics work.  He  missed  several  chanc- 
es to  decentralize,  privatize,  and  end 
stagnant  state  planning.  So  ovei-weening 
was  his  vanity  that  he  could  not  accept 
the  advice  of  loyal  reformers.  That  led 
him  to  disastrous  mistakes,  such  as  re- 
making his  Cabinet  in  late  1990  with 
hard-line  mediocrities,  including  swin- 
ish Prime  Minister  Valentin  Pavlov  and 
thuggish  chief  cop  Boris  Pugo.  These 
same  men  led  the  coup  against  him  in 
August,  1991. 

Even  when  the  coup  failed,  Gorby 
still  didn't  get  it.  Aniving  from  the  Cri- 


mea, where  he  had  been  forcibly  de- 
tained, he  continued  to  talk  about  re- 
forming the  Communist  Party  that  had 
almost  brought  him  down.  He  didn't 
understand  that  the  time  for  socialism 
and  the  Communist  Party  had  passed. 

This  may  be  fairly  familiar  ground, 
but  Matlock  describes  it  well.  More  riv- 
eting are  his  observations  about  U.  S. 
foreign  policy.  The  author  is  perhaps 
too  generous  toward  Ronald  Reagan, 
whom  he  believes  had  enough  political 
self-confidence  to  move  from  his  "evil 
empire"  days  to  seeing  Russia's  demo- 
cratic possibilities.  But  he  trashes  Bush. 

At  fii'st,  he  says,  the  Bush  Adminis- 
tration missed  many  critical  opportu- 
nities when  it  got  bogged  down  in  a 
"policy  review"  of  Soviet  relations.  Then, 
Bush  became  so  preoccupied  with  the 
gulf  wai'  that  there  was  never  "a  serious 
study  of  the  transition  options  available 

to  the  Soviet  Union  "  Sensitive  policy 

signals  were  sent  via  the  wrong  peo- 
ple— for  example,  by  hard-line  General 
Sergei  Akhi'omeyev,  who  supported  the 
coup.  And  although  they  did  not  know 
all  of  the  facts.  Bush  advisers  issued 
statements  on  the  first  day  of  the  coup 
that  made  it  seem  like  a  fa  it  accompli. 

On  the  other  hand,  Yeltsin  gets  high 
marks  for  his  brave  stances  before,  din- 
ing, and  after  the  coup.  Wliile  Gorba- 
chev waffled,  Matlock  observes,  Yeltsin 
always  pushed  on  toward  democracy 
and  a  market  economy. 

The  author  pretty  much  ends  his  tale 
on  Chiistmas  Day,  1991,  when  Gorba- 
chev faded  from  the  scene  and  the  for- 
mer Soviet  Union  vanished.  Too  bad, 
since  Russia  has  changed  so  much  since 
then,  both  for  better  and  worse.  Much 
of  the  economy  is  in  private  hands,  no 
one  waits  in  lines,  and  goods  ai'e  plenti- 
ful. But  few  can  afford  those  goods — and 
crime  and  corruption  are  rampant. 
Moreover,  Matlock  expresses  little  out- 
rage over  Yeltsin's  bloody  invasion  of 
Chechnya  that  has  claimed  more  than 
25,000  lives.  Gorbachev's  1991  Baltic 
ci'ackdown,  wliich  Matlock  strongly  con- 
demns, killed  far  fewer.  And  he  doesn't 
say  much  about  today's  critical  ques- 
tion: Is  Yeltsin's  period  of  leadership 
ending  just  as  Gorbachev's  did?  Like 
Gorbachev,  Yeltsin  has  failed  to  gi'oom  a 
successor  and,  shunning  his  reformist 
supporters,  has  taken  refuge  in  a  shad- 
owy gi'oup  of  hard-line  advisers.  One 
saving  gi-ace,  however,  is  that  Yeltsin 


MATLOCK  POINTS  TO  BAD  FUMBLES  BY  BUSH, 
WHO  OFTEN  SEEMED  A  STEP  BEHIND  EVENTS 


\T  ARE  THE  ISSUES? 


nericans  have  a  special  place 
■ved  in  their  hearts  for  this 
try's  forests.  After  all.  our 
ts  symbolize  America's  wild 
ier  and  serve  as  an  antidote  to 
strialization.  Therefore,  it's 
ral  to  want  our  forests  to  he 
^cted  forever. 

esides  serving  as  living 
iiders  of  our  heritage,  forests 
provitle  us  with  wood  for 
r  products  and  luml»er.  So  it's 
i»  all  of  IIS,  as  a  country,  to 
t  our  forests  in  ways  that 
antee  they  will  continue  to 
and  thrive. 

merica  has  several  different 
s  of  forests  that  fulfill  distinct 
Is  and,  therefore,  need  to 
eated  differently, 
/ilderness  forests  deserve  spe- 
protection  to  ensure  they  will 
lys  he  there.  Forest  manage- 
t  techniques  practiced  here 
prevent  self-destruction  due  to 
it  fire  or  disease  and  give  j)eople 
ss  to  trails  and  campsites, 
in  working  forests,  the  priority 
elective  harvesting  for  high- 
lity  woods  and  wood  fiber 
ducts.  At  the  same  time,  the 
iJenge  is  to  make  sure  no  harm 
ills  the  wildlife,  watersheils,  soil 
uture  of  the  forest, 
-last  are  tree  farms,  where  trees 
i  to  yield  more  wood  fiber  are 
nted,  raised,  harvested  and 
(anted  just  like  any  other  agri- 
ural  cr<»p.  Excejit  each  growing 
le  can  last  up  to  50  years. 
\ll  of  this  leaves  us  with  the 
ponsibility  to  recognize  the 
lificance  of  each  kind  of  forest 
i  ensure  that  each  is  treated 


WHAT  WE  ARE  DOING. 

Every  year.  International 
Paper  spends  iiiillions  to  find 
better  ways  to  ])rotect  and 
manage  the  different  forests  on 
our  six  million  acres.  More 
than  450  professional  foresters 
protect  wetlands,  watersheds 
and  wildlife,  whether  endan- 
gered or  not. 

Areas  of  our  forestlaiid  that 
contain  unique  ecosystems 
remain  untouched.  On  occa- 
sion, we  sell  (»r  donate  these 
tracts  to  environmental  groups. 
For  example,  9,000  acres  of 
Carolina  Bay  wetlands  are  now 
j)art  of  the  Lewis  Ocean  Bay 
Heritage  Preserve,  which  we 
helped  create.  And  recently  we 
gave  20,000  acres  of  prolected 
land  in  lh<'  Adirondacks  lo  The 
Conservation  Fund. 

About  half  of  our  lands 
are  working  forests,  carefully 
managed  for  sustainable  yields 
oi  wood  and  wimd  jtuip.  Much 
of  this  was  depleted  farmland 
that  we  bought  and  reforested 
more  than  100  years  ago. 

Roughly  40  ]»ercenl  of  our 
land  consists  of  tree  farms, 
where  crops  are  harvested  ami 
replanted  in  25-  to  50-year 
cycles.  These  renewable  tree 
farms  reiliice  the  burden  on 
(tther  types  of  forests. 


WHAT  IT  MEANS 
TO  YOU. 

You  can  have  as 
much  paper  and  lumber 
as  you  need  to  conduct 
your  business  or  per- 
sonal life  and  feel 
confident  thai  neither 
were  obtained  at  the 
cost  ol  our  wilderness 
f<»rests.  wildlife  or 
delicate  ecosystems. 

And  you.  your  chil- 
dren and  your  chddren's 
children  will  always  have 
a  variety  of  forests  in 
which  to  commune  with 
nature. 

If  you  have  questions 
or  would  like  to  talk 
more,  call  Dr.  Sharon 
Haines,  Manager  of 
Natural  Resources,  at 
1-800-455-1046. 
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IT  HURTS 
TO  BE 

NUMBER 
ONE. 


Arthritis  is  the  leading  cause  of  disability 
in  the  United  States.  It  strikes  nearly  40  nnillion 
Americans.  It  attacks  in  nnore  than  100  different 
forms.  Some  forms  of  arthritis  disable.  Some  last 
a  lifetime.  All  of  them  hurt. 

Fortunately,  the  Arthritis  Foundation  has 
programs  to  help  you  move  easier  and  with  less 
pain.  We  also  support  research  for  a  future  free 
from  arthritis. 

For  more  information,  contact  your  local 
Arthritis  Foundation.  To  find  the  office  nearest 
you.  call  1-800-283-7800. 
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has  learned  from  his  mistakes  befo: 
something  Gorbachev  could  never 
Whether  Yeltsin  can  do  that  today 
decide  Russia's  immediate  history. 

BY  PETER  GALUSZ 
Galuszka  is  business  week's  Mi 
cow  bureau  chief. 


BOOK  BRIEF 


THE  LOST  CITY 

Discovering  the  Forgotten  Virtues  of 
Community  in  the  Chicago  of  the  1950s 
By  Alan  Ehrenhalt 
Basic  Books  •  310pp  •  $24 

MY  KIND  OF  TOWN 


bp; 


For  many,  the  1950s  oozed  a  suffocsjta 
ing  conformity.  Ike  sat  serenely 
the  White  House  vi'hile  Congress  co 
ducted  witch  hunts  for  Communisl 
Countless  junior  executives — WilUam  P'" 
Whyte's  famed  "organization  men" 
trudged  off  to  work,  leaving  the 
repressed  waves  at  home.  Sexual  mor 
were  positively  Victorian.  Segregati( 
was  the  rule. 

Chicago  reflected  all  this,  of  cours 
But  in  The  Lost  City,  a  portrait  of  th. 
town  in  the  '50s,  Alan  Ehrenhalt 
gues  that  the  era  offered  much  th; 
was  positive — especially  a  set  of  rul 
that  would  vanish  in  the  "moral  delugi 
of  the  '60s.  Baby  boomers,  he  write 
would  be  "seduced  by  the  idea 
choice"  (in  breakfast  cereal  as  in  birl 
control),  an  idea  marketers  promoted 
In  the  '50s,  though,  there  were  limit 
Relationships  lasted.  People  would  r 
more  abandon  the  local  butcher  th; 
they  would  a  spouse.  Corporations,  to 
scarcely  considered  uprooting  for  tl 
sake  of  lower  costs  elsewhere.  Ev€ 
Ernie  Banks,  the  brilUant  Chicago  Cul 
shortstop,  never  asked  to  be  trade 
though  he  played  for  the  most  pathet 
of  clubs  at  a  relatively  low  salary. 

Much  of  this  is  the  familiar  lament 
conservative  social  critics — though  Ehre: 
halt  scores  the  right  for  its  "market  wo 
ship."  What  makes  The  Lost  City  di; 
tinctive  is  its  evocation  of  The  City  Th; 
Worked.  With  portraits  of  three  neighbo 
hoods — white,  blue-collar  St.  Nicholas 
Tolentine  parish,  the  black  Bronzevil 
area,  and  subiu*ban  Elmhurst — Ehrei 
halt,  the  executive  editor  of  Govemiri 
magazine,  brings  town  and  time  to  lif 
Whether  or  not  you  share  the  author 
hope  that  we  wdU  trade  some  of  our  pe 
sonal  freedoms  for  community's  sake,  yo 
can't  help  but  hanker  for  a  time  whe 
you  knew  who  your  shortstop  would  h 
BY  DOUG  ROYALTI 
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Network  here  excels 
at  keeping  out  intruders. 


Servers  are  Built  bj  Teams  of  Peof 

So' 


'  m<i  t  ornpa-i  (-..mini 
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•  NS  are  BuiLT  bj  TEAMS  of  COMPANIES. 

Any  computer  company  can  build  hardware  that 
runs  software  that  runs  your  business.  Or  can  it? 
After  all,  this  is  your  business  we're  talking  about 
here.  Do  you  really  want  to  trust  it  to  mere  hard- 
ware? At  Compaq,  we're  betting  you'd  prefer  an 
easy-to-use,  fully  thought-out  solution.  A  solution 
that  is  the  right  combination  of  server,  operating 
system,  and  database  application  that  solves  the 
puzzle  of  your  varied  computing  needs. 

Well,  that  takes  several  companies.  Companies 
like  Microsoft,  with  whom  we  created  the  ideal 
platform  for  Windows  NTand  BackOffice,  integrat- 
ing hardware,  software,  and  server  management. 
No\ell,  with  whom  we've  created  networking  stan- 
dards for  years.  Oracle,  whose  databases  are  far 
easier  to  deploy  on  a  Compaq  server  thanks  to  our 
partnership.  And  SAP,  a  leader  in  client /server 
applications,  who's  named  us  Partner  of  the  Year. 

You  see,  they  may  be  Compaq  servers.  But  they 
are  Compaq-Microsoft-Oracle-SAP-Intel-Novell- 
SCO-Sybase-Cheyenne  solutions.  (We  just  coukln't 
fit  all  those  logos  on  them.) 

COMPAa 

Has   It  Changed  Your  Life  Yet? 


Technology  &  You 


BULLETIN  BOARD 


BY  STEPHEN  H.  WILDSTROM  

GO  AHEAD,  RELAX 
AND  BUY  THAT  PC 


Pick  wisely,  and 
there's  little  worry 
your  new  baby  will  be 
tomorrow's  dodo 

I am    shopping    for  my 
sixth-generation  home  PC 
and  stmgghng  with  a 
question  that  has 
vexed  me  since  I 
brought  home  an 
Apple  II:  Why 
buy  now,  when 
in      a  few 
months  I  can 
abnost  certain- 
ly get  some-  ||^ 
thing    better  W 
and  cheaper? 
Sooner  or  later,  you 
just  have  to  bite  the 
bullet,  and  a  look  at 
the  industry  land- 
scape suggests  that 
the      next  few 
months  may  be  a 
better  time 
than  most. 

The  reason  is 
that  the  Intel 
based  world  is  in  a 
bit  of  a  technology  hiatus. 
The  ti'ansition  to  the  Pentium 
pi'ocessor  is  lar-gely  complete. 
Machines  using  its  successor, 
the  Pentium  Pro,  are  now 
available,  but  don't  look  for 
the  Pro  on  desktop  machines 
foj-  at  least  a  yean 
GNAWING  HUNGER.  Manufac- 
tui'ers  say  the  most  popular 
model  for  the  home  market 
today  features  a  100-mega- 
hertz  Pentium,  8  megabytes 
of  RAM  (with  many  buyers 
wisely  opting  for  16),  a  hard 
drive  of  at  least  1  gigabyte, 
and  a  quad-speed  (;d-rom 
player.  Slower  75-Mhz  Pen- 
tiums are  now  entry-level 
machines. 

My  new  computer  will  al- 


most certainly  be  a  133-Mhz 
Pentium,  the  fastest  current- 
ly available.  Neither  you  nor 
I  really  need  that  much  pow- 
er— today.  However,  big  pro- 
ductivity programs  such  as 
Microsoft  Office  are  gi'owing 
ever  more  hungry  for  re- 
soiu'ces.  And  getting  the 
most  out  of  multimedia 
softwai'e  demands  a  fast 
]ii'ocessor.  (Don't  expect 
your  Web  sui-fing  to 
speed  up  with  a  new 
Pentium,  though.  A 
high-speed  28.8  kilo- 
bytes-per-second  mo- 
dem will  make  a  dif- 
ference, but  processor 
power  won't.) 
If  you  want  to  keep 
a  computer  for  as  long 
as  possible,  buy  all  the 
speed  you  can  afford.  If 
your  budget  is  tight,  you  can 
get  by  with  a 
120-  or  100-Mhz 
machine.  But 
don't  skimp  on 
memory;  a  lot  of 
^_  Windows  95  soft- 
■  ware  isn't  happy 

with  less  than  16  megabytes 

of  RAM. 

If  you  can,  consider  hold- 
ing off  until  eai'ly  next  year, 
when  Intel  Coi-p.  will  begin 
shipping  a  150-Mhz  Pentium 
and  cuts  prices 
on  existing 
chips.  Hot  new 
150-Mhz  ma- 
chines are  Ukely 
to  be  priced 
around  where 
the  133s  are  to- 
day, with  the 
other  prices 
moving  down  a 
notch.  The  150, 
and  the  166- 
Mhz  chip  due 
out  later  in  the 


PRICING  PENTIUM 
COMPUTERS 

( including  15-inch  monitor) 


P5-100  $2,074 


100  Mhz  processor,  8  MB  RAM, 
1  GB  hard  drive,  4X  CD-ROM 


P5-120  $2,499. 


120  Mhz  processor,  16  MB  RAM, 
1  GB  hard  drive,  4X  CO-ROM 


P5-133 


133  Mhz  processor,  16  MB  RAM, 
1.6  GB  hard  drive,  6X  CD-ROM 


DATA.  GATEWAY  2000 


year,  should  boost  raw  speed 
by  about  12%  and  24%, 
respectively. 

On  the  other  hand,  you  al- 
most certainly  don't  want  to 
wait  for  the  Pentium  Pro, 
also  known  as  the  P6.  Some 
P6-based  computers  are  now 
available,  but  their  price  tags, 
generally  starting  at  around 
$4,500,  put  them  out  of  reach 
for  most  buyers.  Those  prices 
will  come  down,  but  for  tech- 
nical rather  than  economic 
reasons,  the  Pro  will  become 
a  consumer  item  much  more 
slowly  than  the  486  or  the 
Pentium  did. 

Intel  optimized  the  Pentium 
Pro  to  ran  well  with  programs 
and  operating  systems  that 
gulp  data  32  bits  at  a  time. 
It's  a  screamer  ranning  Mi- 
crosoft Wmdows  NT,  IBM  OS/2, 
or  Novell  NetWare — all  full 
32-bit  operating  systems  (as 
is  Apple's  Mac  OS).  However, 
the  P6  is  often  slower  than  a 
Pentium  in  ranning  Windows 
95,  which  is  a  hybrid  contain- 
ing many  16-bit  components. 
This  lai'gely  restricts  the  P6 
to  use  as  a  server  or  high-end 
workstation. 

NASHVILLE  UPSTREAM.  Over 
time,  Intel  may  design  a  new 
version  of  the  Pentium  Pro 
that  does  better  with  16-bit 
code.  Or  Microsoft  may  offer 
a  pure  32-bit  Windows  95  at 
some  saciifice  in  compatibility 
with  old  programs.  Company 
officials  decline  to  say  wheth- 
er that  might  happen  in  the 
version  code-named  Nashville, 
which  is  currently  under 
development. 

Intel  will  continue  to 
tweak  more  performance  out 
of  the  Pentium, 
and  there  is 
talk  of  speeds 
as  high  as  200 
Mhz.  Change, 
however,  will  be 
incremental.  So 
you  can  buy 
a  computer  to- 
day with  some 
confidence  that 
it  won't  be 
echpsed  instant- 
ly by  newer 
technology. 


$2,764 


VIDEOCONFERENCING 
CHEAP  THRILL 

Want  to  try  desktop  videocon 
ferencing,  but  you're  put  off 
by  the  cost  of  $1,000  or  more 
per  station?  Consider  the  nev 
$150  VideoPhone  from  Con 
nectix  (800  950-5880).  It  cor 
sists  of  software  and  a  black 
and-white  camera  the  size  o1 


a  baseball  that  sits  on  your 
monitor  and  allows  conferenc 
ing  over  a  local-area  network 
or  the  Internet.  An  isdn  or  oth- 
er fast  telecom  connection  is 
a  prerequisite.  The  video  i 
quality  is  a  bit  coarse,  and  a 
low  frame  rate  causes  motion 
to  appear  jerky.  But  overall, 
the  performance  is  remark- 
able at  the  price.  A  future 
software  revision  will  allow 
Windows  and  Macintosh  ver 
sions  to  work  together. 

SOFTWARE 
SUITE  DEAL 

Speaking  of  deals,  abc  Graph-] 
ics  Suite  from  Micrografx 
(800  653-2610)  offers  Win95 
users  a  lot  of  quality  softwan 
at  a  very  good  price:  $300.  If 
you  already  own  a  graphics 
program,  you  can  buy  a  "com 
petitive  upgrade"  version  for 
$150.  The  package  includes 
new  versions  of  the  Designer 
technical  drawing  program, 
Picture  Publisher  graphics  ed 
itor/  retoucher,  abc  Flowchart- 
er, and  an  image-library  man- 
ager. All  are  designed  to  work 
smoothly  with  Microsoft  Office 
for  Windows  95.  The  suite 
comes  with  two  cd-roms  full  o1 
clip  art  and  photos. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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NOTHING  ABOUT  our  BUSINESS 
IS  PREDICTABLE. 


Total  Net  Premium 


BUSINESS. 


WORLDWIDE 
PROPERTY  &  CASUALT 


WORLDWIDE  LIFE 


(ill 


58,902,000,000 


5^4  9,000,000 


$6,224,178 


OOi 


Based  on  total  net  premium  for  ITT  Hartford  Group. 


the  insurance  business,  it's  not  easy  to  show  a  history  oj  steady  growth. 


t  ITT  Hartford,  we've  managed  to  do  just  that.  And  the  reason  is  simple. 


ever  stop  looking  ahead. 


or  instance,  by  developing  alternative  ways  to  service  our  customers,  we 


nue  to  open  up  new  avenues  for  growth.  We  take  what  we  learn  in  one 


oj  business  and  implement  it  throughout  our  entire  company.  And  we're 


antly  innovating  better  products  and  services.  As  a  result,  we  have  one 


No  One's 
Better 
Prepared  for 
To  morro  id  . 


?  highest  renewal  rates  in  the  industry. 
\t  ITT  Hartjord,  we  can't  guarantee  what  will  take  place  in  the  future.  ITT  HARTFORD 


ever,  we  can  promise  you  we've  spent  nearly  200  years  preparing  jor  it. 


Economic  Viewpoint 


BY  GARY  S.  BECKER 


IF  YOU  WANT  TO  CUT  CORRUPTION, 
CUT  GOVERNMENT 


LESS  GRAVY 

Reducing  the 
array  of 
goodies  that 
pohticians  and 
bureaucrats 
dole  out  is 
the  only 
surefire  cure 


Gary  S.  Becker,  the  1992  Nobel 
laureate,  teaches  at  the  University 
of  Chicago  and  Is  a  Fellow  of  the 
Hoover  Institution. 


New  evidence  of  corruption  by  leading 
politicians  and  businesses  is  surfacing 
in  virtually  every  corner  of  the  globe. 
The  list  of  kickback,  payoff,  and  bribery  scan- 
dals seems  endless:  Korea,  Japan,  Mexico, 
and  Nigeria  are  in  the  news  now,  but  few 
countries  have  escaped  unscathed.  There  is  no 
magic  bullet  to  cure  this  disease.  Neverthe- 
less, much  smaller,  democratic,  and  business- 
like governments  would  help  a  lot. 

People  like  to  think  the  bribeiy  in  their 
country  is  unicjue — that  their  politicians,  bu- 
reaucrats, and  businesspeople  are  especially 
venal.  But  the  source  of  official  corruption  is 
the  same  eveiywhere:  lai'ge  governments  with 
the  power  to  dispense  many  goodies  to  differ- 
ent groups. 

Every  regulation,  law,  and  public  progi'am, 
whether  it's  a  government  contract  or  an  ex- 
port subsidy,  can  be  manipulated  to  favor 
particular  interests.  Companies  try  to  influ- 
ence these  decisions  through  legitimate  lobby- 
ing and  by  arguing  their  case  foi'  govern- 
ment help.  But  some  are  also  tempted  by 
the  huge  sums  involved  to  bribe  and  use  oth- 
er unlawful  means  to  influence  the  outcomes. 

The  process  of  competing  for  government 
favors  is  called  "rent-seeking"  in  the  literature 
on  political  economy.  It  has  a  long  history 
and  is  inevitable  whenever  governments  affect 
the  destinies  of  companies.  But  rent-seeking 
has  gi-own  dramatically  because  public  spend- 
ing and  regulations  are  now  so  extensive. 
Pohticians  and  bureaucrats  may  be  no  more 
mercenaiy  than  other  groups,  but  they  face 
unusually  strong  temptations  to  sell  their 
power  for  money  and  other  gains.  Some  busi- 
nesses are  willing  to  provide  these  tempta- 
tions, perhaps  justifying  their  behavior  with 
the  excuse  that  others  are  also  doing  it. 
FIERCE  WATCHDOGS.  Corruption  distorts  the 
functioning  of  an  economy  because  it  leads 
government  officials  to  take  actions  that  are 
not  in  the  general  interest.  Corruption  can 
even  choke  off  economic  development  by  dis- 
coui'aging  honest  entrepreneiu's  and  by  shaip- 
ly  and  arbitrarily  raising  the  cost  of  doing 
business. 

Dictatorial  regimes  often  appear  to  have  lit- 
tle corruption,  but  that  is  an  illusion  caused 
by  suppression  of  dissent  and  the  press.  It  is 
no  accident  that  evidence  of  e.xtensive  bribery 
surfaced  in  Argentina,  Brazil,  Korea,  and 
Mexico  only  after  effective  opposition  parties 
and  free  presses  developed.  Democracies  gen- 


erally have  much  less  coiruption  than  closi 
systems:  Opposition  parties  have  the  incentr 
and  ability  to  expose  the  misbehavior  of  t 
ruling  party. 

Yet  the  huge  gains  fi'om  rent-seeking  gu£ 
antee  that  democracies  also  have  disturbii 
levels  of  conupt  behavior  Some  democrat 
countries,  including  Japan  and  Italy,  ha' 
seen  widespread  cases  of  public  officials  a 
cepting  money  in  exchange  for  favors  to  bu 
ness  fiiends.  Although  instituting  lai'ge  cuts 
the  scope  of  government  is  the  only  surefl: 
way  to  reduce  conuption,  that  is  seldom  me 
tioned  by  the  Repubhcan  leaders  in  the  U 
who  advocate  much  smaller  governmen 
Highlighting  the  effects  of  corruption  m£ 
boost  support  for  government  retrenchment 
even  among  those  who  would  favor  a  lar| 
public  sector  in  a  more  perfect  world.  Corru 
tion  scandals  in  Japan,  for  example,  helped  i 
crease  pressure  for  deregulation. 
AUCTION  BLOCK.  Still,  some  reforms  are  po 
sible  even  without  huge  reductions  in  go 
emment.  Subsidized  lending  to  large  or  smj 
businesses  is  not  necessary  under  a  compet 
tive  banking  system,  and  these  subsidies  ai 
an  open  invitation  to  official  corruption.  A] 
parently,  the  supply  of  cheap  loans  fi'om 
government-controlled  banking  system  wi 
a  major  source  of  the  scandals  in  Korea. 

Open  bidding  should  be  requii'ed  whenev( 
valuable  assets  are  transferred  fi"om  the  pul 
lie  to  the  private  sector  In  particular,  righ1 
to  broadcast  over  radio  and  television  spe 
trums  and  to  use  public  lands  for  oil  explor; 
tion  or  timber  production  should  go  to  th 
liighest  bidders,  subject  only  to  environment; 
and  other  safeguards.  Production  quota; 
whether  they  refer  to  fishing  (BW — Sept.  IS 
pollution,  imports,  or  crops,  should  also  b 
sold  in  open  markets,  not  given  to  group 
with  political  clout. 

Unfortimately,  aU  countries  continue  to  giv 
away  rather  than  sell  valuable  public  propei 
ties.  I  beheve  the  reason  is  that  politiciar 
and  bm-eaucrats  ai"e  well  aware  that  this  rai 
es  their  power  over  business,  and  voters  hav 
not  been  demanding  that  business  be  force 
to  bid  for  quotas  and  other  privileges. 

The  worldwide  trend  tov/ard  democrat) 
governments  is  helping  to  expose  politic; 
corruption  more  quickly.  But  it  will  remai 
disturbingly  high  as  long  as  governments  cor 
tinue  to  have  so  much  power  over  the  foi 
tunes  of  business. 
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You  feel  it  in  the  seat  that  wraps 
firmly  around  you.  You  see  it  in  the  full 
analog  gauges  and  ergonomic  placement 
of  the  controls  in  front  of  you.  You  hear  it 
in  the  low 
rumble  of  a 


Punch  This. 


grown-up  needs  and,  at  the  same  time, 
avoid  the  ordinary  offerings  of  those  who 
simply  manufacture  "transportation." 
Get  your  hands  on  a  Grand  Prix.  And  find 

a  great  driver's 
road.  Then  do 


21  5-horsepower  dual  overhead  cam 
engine,  straining  at  the  bit.  This  is  a 
driver's  car.  The  Pontiac'  Grand  Prix® 
GTP  Coupe.  This  is  personal  space  with 
four-wheel  independent  suspension  and  an 
attitude.  This  is  a  way  to  recognize  your 


your  soul  a  favor.. .PUNCH  THIS. 
For  more  information,  call  1 -800-2PONTIAC 
or  check  out  our  site  on  the  World  Wide 
Web  at  http://www.pontiac.com. 

PONTIAC  aRES  with  a  3-yea(/36,000-  PONTIAC 

mile  no-deductible  bumper-to-bumper  Im 

limited  warranty,  plus  free  24-hour  Roadside  vl                       ["^  | 

Assistance  and  Courtesy  Transportation  V- 

See  your  dealer  for  details.  WE  ARE  Dr?iviNG  excitement 


USA 

OQO  Proud  Sponsor  of  the  1996  U.S.  Olympic  Team 
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And  all  you  know  is  the  shape. 


Perfect. 


The  human  mind  has  the  abihty  to  recall 
formation  visually.  But  can  a  client/ server 
tabase  advance  that  far? 

Well,  IBM's  exclusive  Query  By  Image 
)ntent  (QBIC)  technology  for  DB2 '  should 
)en  your  eyes.  It  actually  lets  you  locate  a 
nge  of  records  based  on  shape.  Or  color, 
r  even  texture. 


up  a  database  to  exist  in  several  places  at  once. 
And  while  DB2  stands  out  from  other  data- 
bases, we  designed  it  to  fit  very  comfortably 
into  any  business  environment. 

DB2  meets  open  industry  standards,  so  it 
will  run  on  many  popular  systems.  And  it's 
been  engineered  so  your  database  will  deliver 

both  speed  and 


i  hich  means  faster 
;cess  to  the  data 

lu  need— including  multimedia— to  malve  better 
Msiness  decisions. 

Not  that  such  advances  should  surprise 
)u.  IBM  has  led  the  way  in  databases  as  long 
i  there  have  been  databases.  (Indeed,  DB2  is 
work  in  over  90%  of  the  FORTUNE  50(f.) 

DB2  has  a  history  of  offering 
seful  innovations  for  information 
lanagement— with  tools  that  let 
3u  do  everything  from  managing 
3ur  database  remotely  to  setting 


C  a  n   your   soft  w  a  r  e    d  o    t  h  i  s  ? 


efficiency  from 
any  size  server. 
From  two  users  to  more  than  100,000.  From 
megabytes  of  information  to  terabytes. 

To  make  your  business  information  more 
accessible,  just  contact  us  at  1  800  IBM-3333, 
ext.  GA  060,  or  come  visit  our  web  site  at 
http://www.software.ibm.com.  You'll  find  out 
why,  for  so  many  companies,  DB2 
is  the  shape  of  things  to  come. 


Solutions  lor  a  small  planet^ 


Janada,  please  call  1  800  565-SW4U  Outside  North  America,  please  contact  your  local  IBM  otfice  Ttic  IBM  fiome  page  is  located  at  tittp  //www  ibir  com  IBM  and  DB2  are  registered  trademarks  and  Solutions  tor  a  small  planet  is  a  trademark  ot  ttie  International  Business 
chines  Corporatioa  All  other  company  and/or  product  names  are  trademarks  or  registered  trademarks  of  their  respective  companies  ©  1995  IBM  Corporation  All  nghts  reserved  Three  green  bottles  designed  by  Jasper  Mornson 


Economic  Trends 


BY  GENE  KORETZ 

A  CLUE  TO  THE 
SAVINGS  RIDDLE 

Has  mortgage  debt  offset  savings? 

Since  the  early  1980s,  households  have 
socked  away  hundreds  of  billions  of 
dollars  in  tax-based  savings-incentive 
plans  such  as  401(k)s  and  Individual  Re- 
tirement Accounts.  Yet  consumption  has 
stayed  relatively  strong  and  the  per- 
sonal savings  rate  severely  depressed. 

One  reason  for  this  apparent  contra- 
diction is  suggested  by  an  inti'iguing 
study  by  Eric  M.  Engen  of  the  Federal 
Reserve  Board  and  William  G.  Gale  of 
the  Brookings  Institution,  which  links 
two  striking  developments:  the  hefty 
rise  in  401(k)  plan  participation  and  as- 
sets in  the  late  1980s  and  early  1990s, 
and  the  sharp  rise  in  mortgage  debt 
over  the  same  period.  Their  analysis  in- 

HOUSEHOLD  WEALTH:  401  (k)s  UP. 
EQUITY  IN  HOMES  DOWN 
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dicates  that  households  have  tended  to 
shift  savings  away  from  tangible  assets 
in  the  foiTn  of  home  equity  to  financial 
assets  in  tax-favored  savings  plans. 

Using  nationwide  household  sui^vey 
data  and  controlling  for  such  variables 
as  age,  earnings,  and  wealth,  the  two 
economists  found  that  households  with 
at  least  one  worker  eligible  to  partici- 
pate in  a  401(k)  plan  did  accumulate 
significantly  more  net  financial  assets 
between  1987  and  1991  than  similar 
households  without  eligible  workers.  But 
counting  housing  equity,  they  found  no 
significant  difference  between  the  two 
groups  in  total  wealth  accumulation. 
That's  because  eligible  households  took 
on  substantially  more  mortgage  debt 
than  noneligible  households. 

On  closer  analysis,  the  researchers 
found  that  the  highei-  i-elative  growth  in 
financial  assets  was  confined  to  401(k)- 
eligible  households  that  owned  their 
own  homes  (and  thus  had  access  to 


mortgage  debt).  Asset  growth  of  401(k)- 
eligible  households  that  were  renters 
rather  than  homeowners  miiTored  that 
of  similar  noneligible  households. 

Thus,  the  vaunted  stimulative  impact 
of  401  (k)  eligibility  on  household  sav- 
ings and  financial  asset  accumulation 
seems  to  have  occurred  at  the  expense 
of  gi'owth  in  equity  in  homes.  And  that's 
tioie  whether  consumers  consciously  use 
tax-deductible  mortgage  debt  to  fimd 
tax-deferred  savings  vehicles  or  simply 
decide  to  take  out  a  home  equity  loan 
after  contributing  to  a  401(k)  plan. 

The  bottom  line:  Wildly  popular 
401(k)  plans  could  be  costing  the  gov- 
ernment hefty  revenues  with  negligible 
impact  on  consumer  savings  and  wealth. 


VIETNAM  SHIFTS 
INTO  HIGH  GEAR 

But  the  trade  gap  is  widening 

Even  in  fast-gi'owing  Asia,  Vietnam's 
economy  is  something  to  shout 
about.  After  averaging  8.5%  in  the  last 
three  years,  its  growth  rate  should  hit 
at  least  9.5%  this  year. 

As  economists  at  Merrill  Lynch  & 
Co.  note,  the  nation's  leaders  have  pur- 
sued a  multipronged  strategy — including 
currency  devaluation,  price  liberaliza- 
tion, privatization  of  state  enterprises, 
and  the  pursuit  of  foreign  investors — to 
convert  it  into  a  market-oriented  econo- 
my. Bolstered  by  heavy  infrastioicture 
development,  investment  is  running 
more  than  20%-  of  gi'oss  domestic  prod- 
uct, and  both  industrial  production  and 
exports  are  up  about  30%  this  year 

Vietnam's  assets  include  high  adult  lit- 
eracy, very  low  labor  costs,  and  rich  nat- 
lu-al  resoiu'ces,  including  oil.  David  Cheng 
of  Morgan  Guaranty  Tinst  Co.  says  for- 
eign investment  commitments,  at  $6.2 
billion  through  September,  ai"e  coming 
in  at  double  last 


years  pace. 

The  economy's 
biggest  hurdle, 
adds  Cheng,  is  the 
threat  of  overheat- 
ing. Rising  capital 
and  consumer 
goods  imports  are 
widening  the  trade 
deficit,  inflation  is 
more  than  15%, 
and  the  govern- 
ment's deficit  is 
growing.  The  like- 
ly remedy:  tighter 
fiscal  policy. 


VIETNAM'S  ECONOMY 
ROCKETS  AHEAD 

10  
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THE  STEALTH 
BUDGET  SURPLUS 

A  strong  omen  of  fiscal  restraint 


I 


JAM 
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n  the  cuiTent  battle  over  the  feder 
budget,  one  striking  development  hi 
not  gotten  the  attention  it  deserve  — - 
While  the  deficit  for  fiscal  1995  came  in 
only  $164  billion,  or  just  1.8%  of  gross 
mestic  product,  the  so-called  piimai-j'  hi 
ance — that  is,  the  budget  position  e: 
eluding  interest  payments — swimg  in' 
swplus  by  a  huge  $68  billion. 

This  shift  is  important  because,  ;  is^li 
economist  Joseph  Cai'son  of  Dean  Witti 
Reynolds  Inc.  notes,  "interest  paymen 
reflect  the  government's  past  sins,  whi 
the  primary  balance  reflects  its  curre; 
fiscal  morality."  In  other  words,  discr 
tionary  government  spending  has  be^ 
slowing  sharply. 

Although  that  bodes  well  for  furth 
restraint,  the  latest  shift  to  a  primal 
suiplus  is  the  largest  in  recent  memor 
Moreover,  since  1969,  the  govemmei 
has  run  a  primary  surplus  on  only  foi 
prior  occasions,  and  each  occui'rence  e 
ther  preceded  or  coincided  with  a  rece 
sion.  In  other  words,  says  Carson,  "fisc 
policy  is  very,  very  tight,  a  develo]  . 
ment  that  the  Federal  Reserve  can  ii  ' " 
nore  only  at  the  economy's  peril." 


I' 


HISTORY  SMILES 
ON  THE  MARKET 

The  bulls  run  in  election  years 


inti 
mer 


Worriers  about  the  performance 
the  stock  market  next  year  ms 
take  comfort  in  the  so-called  Pi-esidenti 
election  cycle,  advises  Marc  M.  Groz  ( 
Quaternion  Group  Inc.,  a  mathematic; 
consulting  firm.  Groz  notes  that  ov( 
the  past  50  years.  Standard  &  Poor 
500-stock  index  has  never  produced 
negative  total  rate  of  return  in  the  thii 
or  fourth  year  of  a  Presidential  term 
Further,  average  stock  returns  i 
those  two  years  have  been  particular 
strong.  Since  1945,  total  returns  on  th 
S&P  500  averaged  9.3%  and  9.5%,  r( 
spectively,  in  the  fii"st  two  years  of  t? 
election  cycle,  but  20.7%  and  13.7%  i 
the  thiitl  and  fourth  years.  And  in  th 
past  25  years,  the  total  retm-n  in  the  i 
nal  year  of  Presidential  terms  has  avei|((..j 
aged  a  more  impressive  17.6%. 

In  short,  history  favors  stock  mai 
ket  bulls  next  year.  In  fact,  the  lar 
time  stocks  fell  in  the  final  year  of 
Presidential  teiTn  was  way  back  in  194i 


lea 
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HOPPERS  WILL  BE  SPREADING 
OME  CHEER  AFTER  ALL 


US.  ECONOMY 


CONSUMERS'  SPIRITS 
REMAIN  HIGH 
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DATA  CONFERENCE  BOARD 


Two-thirds  of  the  way  through 
the  fourth  quarter,  all  eyes 
i  fixed  on  the  sector  that  accounts  for  two-thirds  of 
!  economy:  consumer  spending.  Are  shoppers  beUying 
to  the  cash  registers  this  holiday  season?  Or  are 
aseholds  too  debt-laden  to  splurge? 
rhe  performance  of  consumer  spending  does  more,  of 
irse,  than  just  set  the  tone  for  this  quarter's  gi'oss 
mestic  product.  It  also  shapes  the  outlook  for  next 
ar.  If  retailers  end  1995  with  an  excess  of  goods, 
ling  orders  and  production  cuts  will  set  the  economy 
a  shaky  coui'se  in  early  1996. 

Rest  easy.  That  downbeat 
scenario  seems  unlikely.  Al- 
though retailers  reported  only 
lukewarm  results  over 
Thanksgiving  weekend,  and 
many  households  are  carrying 
a  lot  of  debt,  consumers  are 
still  very  confident  in  the  econ- 
omy (chart)  and  real  wages 
are  finally  rising. 

So  even  though  consumers 
are  clearly  not  up  to  their  hol- 
ly performances  of  recent  yeai's,  many  still  appear  to 
ve  the  will  and  the  way  to  buy.  However,  when  all  is 
id  and  done,  this  holiday  season,  with  its  price  dis- 
unting,  may  show  a  sharp  contrast  between  con- 
mers'  good  cheer  and  retailers'  humbug  profits. 
Real  consumer  spending  this  quarter  won't  equal 
e  2.9%  annual  rate  of  rise  posted  in  the  thii'd  quarter, 
it  it  is  likely  to  gi-ow  close  to  2%.  The  latest  housing 
arts  data  indicate  that  construction  is  exerting  some 
ag  on  real  GDP,  as  is  slower  inventory  growth. 
However,  if  last  quaileris  tumaroimd  in  foreign  trade 
ntinues,  with  improvements  especially  on  the  export 
le,  that  could  mean  the  difference  between  an  econo- 
y  growing  above  2%  this  quarter  or  below  it. 

IR  THE  ECONOMY'S  PERFORMANCE  this  quarter, 

e  early  takes  on  holiday  shopping  may  overlook  two 
iportant  factors,  because  most  of  the  reports  con- 
ntrate  on  traditional  department-store  sales. 
First,  with  few  "must-have"  items  on  this  year's  gift 
5ts,  consumers  are  searching  for  bargains.  So  while 
•ice-cutting  means  that  retailers  are  reporting  a  weak 
)llar  value  for  overall  sales,  shoppers  still  may  be 
alking  out  of  the  stores  with  more  merchandise  than 
ley  bought  last  year. 

Second,  the  big  purchases  this  year  are  computers 


HOUSING  BEGINS 
TO  LEVEL  OFF 


and  software,  reflecting  the  increasingly  attractive 
prices  for  Pentium-chip  machines.  Consumers  general- 
ly don't  go  to  retailers  like  Sears  or  Nordstrom  to 
buy  a  computer,  but  those  purchases  will  wind  up  in 
the  consumer-spending  data  for  this  quarter's  GDP. 

One  bit  of  good  news  for  retailers  was  the  unexpect- 
ed jump  in  consumer  confidence  in  November  The  Con- 
ference Board  said  that  its  confidence  index  rose  to 
101.4,  fi'om  96.3  in  October  Although  the  November 
level  was  below  readings  eai'lier  in  1995,  the  board  said: 
"Gains  in  confidence  have  traditionally  signaled  stronger- 
than-anticipated  retail  sales  during  the  hoHday  season." 

Consumers  showed  increased  optimism  over  their 
current  economic  situation,  as  well  as  the  economy's 
prospects  six  months  down  the  road.  This  upbeat  mood 
came  as  the  White  House  and  Congress  played  games 
over  the  budget,  suggesting  that  households  may  be  un- 
perturbed by  the  partisan  goings-on  in  Washington. 

Consumer  confidence  is  also 
important  to  the  housing  sec- 
tor. Homebuilding  and  sales 
are  weakening,  and  that  will, 
at  least  temporai-ily,  knock  out 
an  important  support  to  the 
expansion  this  quarter. 

Housing  starts  fell  3.7%  in 
October,  to  an  annual  rate  of 
1.34  million  (chart).  Both  sin- 
gle- and  multifamily  sectors 
posted  drops.  The  decline  was 
the  thh-d  sti'aight  fall — although  it  should  be  noted  that 
these  drops  came  after  a  10.3%  jump  in  starts  in  July. 

The  slowdown  reflects  the  waning  lift  from  lower 
interest  rates,  which  had  kept  housing  demand  high 
duiing  the  summer.  However,  in  October,  sales  of  exist- 
ing homes  fell  1.9%,  to  an  annual  rate  of  4.07  million. 

Housing  is  likely  to  tread  water  until  a  federal  bud- 
get has  been  hammered  out  in  Washington.  A  credible 
balanced-budget  plan  could  tip  the  balance  toward  a 
rate  cut  by  the  Federal  Reserve.  Mortgage  rates  could 
then  fall,  making  home  ownership  more  affordable. 
That  will  push  up  demand  for  construction  materials, 
appliances,  and  furnishings,  leading  to  renewed  vigor  in 
the  idling  industrial  sector. 

ALTHOUGH  THE  SLOWER  PACE  of  domestic  demand 
has  crimped  activity  in  the  factory  sector,  many  manu- 
facturers are  finding  strength  in  foreign  demand.  The 
trade  deficit  of  goods  and  services  was  virtually  un- 
changed in  September,  coming  in  at  $8.35  billion,  just 
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shy  of  August's  $8.36  billion.  Exports  grew  1.6%,  slight; 
ly  exceeding  the  1.4%  rise  in  imports. 

Import  growth  is  finally  responding  to  the  slowdown 
in  domestic  demand.  Real  merchandise  imports  in  the 
third  quarter  were  up  11.5%  fi'om  a  year  ago,  down 
sharply  from  their  16.7%  advance  in  the  third  quarter 
of  1994. 

That  means  that  after  years  of  falling  behind,  the 
growth  in  real  merchandise  exports  is  now  surpassing 
the  pace  of  imports  (chart).  That  hasn't  happened  since 
the  U.  S.  was  coming  out  of  the  last  recession. 

Exports  were  up  14.5%  in  the  year  ended  in  the 
third  quarter.  The  pickup  rises  to  about  16%  when 
you  exclude  the  10.9%  plunge  in  shipments  to  Mexico 
so  far  this  year.  The  U.  S.  is  increasing  its  shipments 
elsewhere  in  the  world.  In  the  year  ended  in  the  third 
quarter,  exports  were  up  15.9%  to  Europe;  16.5%  to 
Latin  America,  excluding  Mexico;  and  21.8%  to  the 
East  Asian  emerging  markets.  Even  shipments  to 
slumping  Japan  are  up  20%. 

THE  BIG  GAINS  have  been  in  exports  of  manufactured 
products:  capital  equipment,  cars,  and  consumer  goods. 
The  Association  for  Manufacturing  Technology  reports 
that  foreign  demand  for  U.  S.  machine  tools  is  especial- 
ly strong.  New  orders  in  the  10  months  ending  in  Octo- 
ber are  three  times  bigger  than  orders  in  the  same  pe- 
riod of  1994,  and  shipments  are  up  40%-. 


BRITAIN 


A  BREAK  IN 
RECENT  TRADE  TRENDS 


IMPORTS 


The  export  advance  reflects  the  lower  exchange  ra 
of  the  dollar,  as  well  as  the  better  productivity 
U.  S.  manufacturers,  which  has  kept  the  growth 
unit  labor  costs  down.  What  could  derail  manufactu 
ing's  prospects  is  the  trend  in  business  inventories, 
a  report  delayed  by  the  government  shutdown,  tl 
Commerce  Dept.  reported  that  inventories  at  manufa 
turers,  wholesalers,  and  retailers  rose  0.3%  in  Se 
tember,  while  sales  were  up  0.4%. 

Retail  inventories  alone  rose 
0.3%,  faster  than  the  0.1% 
gain  in  sales.  That  means  that 
at  the  end  of  the  third  quar- 
ter, the  ratio  of  store  invento- 
ries to  sales  was  higher  than 
at  the  same  time  in  1993  or 
1994.  In  those  years,  strong 
buying  in  the  fourth  quarter 
cleared  out  many  of  those 
goods. 

Retailers,  of  course,  still 
have  time  to  move  this  year's  merchandise  and  pa\ 
the  way  for  new  factoiy  orders,  output,  and  jobs  lat( 
on.  But  merchants  who  try  to  sell  without  price  prom^ 
tions  are  likely  to  be  disappointed.  In  what  has  becom 
a  holiday  game  of  chicken  between  bargain-huntin 
consumers  and  sales-hungry  retailers,  store  ownei 
will  once  again  be  the  first  to  blink. 
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REAL  MERCHANDISE 

Q   I  I  I  L_l  I  I  I  \  

'93         'Si  '95 
A  PERCENT  CHANGE  FROM  A  YEAR  AGO 

DATA'  COMMERCE  DEPT.  BUSINESS  WEEK 


A  BUDGET  THAT  MAY  PLEASE  NOBODY 


Chancellor  of  the  Exchequer 
Kenneth  Clarke's  1996  budget 
tries  to  balance  vote-getting  with 
fiscal  prudence.  Trouble  is,  it  may 
fail  to  impress  both  the  electorate 
and  the  financial  markets. 

With  elections  due 
by  June,  1997,  the  To- 
ries are  attempting 
some  noninflationary 
pump-priming  to  lift 
their  record  low  stand 
ing  in  the  opinion 
polls.  But  for  most 
Britons,  who  are  not 
adjusting  well  to  the 
intangible  benefits  of 
low  inflation,  the  bud- 
get may  not  go  far  enough. 

Clarke's  deficit-neutral  blueprint 
offers  a  modest  cut  in  the  basic 
rate  of  income  tax,  from  25%  to 
24%,  the  first  since  1988.  That, 
plus  breaks  for  everything  from 
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married  couples  to  Scotch  whisky, 
will  be  paid  for  by  a  £3.2  bilKon 
($5  billion)  cut  in  spending.  Clarke 
bypassed  a  bigger  package  of 
cuts,  choosing  to  lift  spending  for 
health  and  education,  key  Labor 
Party  issues.  Labor's 
Tony  Blair  called  it 
the  '"7%  up,  1% 
down"  budget,  citing 
a  7%  tax  hike  since 
the  1992  election. 

Although  the  1996 
deficit  is  projected  to 
fall  to  £22.5  billion 
from  £29  billion  in 
1995,  the  markets 
were  disappointed 
that  1996's  red  ink  is  sharply 
greater  than  the  £16  bfllion  fore- 
casted. Clarke  also  hfted  his  eco- 
nomic growth  forecast  to  a  rosy 
3%  for  next  year,  up  from  2.75%-. 
Analysts  say  that  pace  can  be  met 


only  with  big  interest-rate  cuts. 

With  the  economy  slowing — 
perhaps  sharply — such  rate  cuts 
may  well  be  on  the  way.  Third- 
quarter  gi'owth  in  real  gross  do- 
mestic product  was  revised  lower, 
especially  nonoil  GDP,  with  annual 
growth  slowing  to  2.1%,  half  of 
1994's  pace.  A  buildup  of  excess 
inventories  foreshadows  farther 
weakness  that  will  extend  into 
eariy  1996  (chart). 

The  Bank  of  England  recently 
lowered  its  projection  for  underly- 
ing inflation — retail  prices  exclud- 
ing mortgage  costs — for  mid-1997 
to  "just  above"  the  2.5%  govern- 
ment target,  based  on  a  firmer 
sterling.  Now,  slower  groAvth  may 
allow  a  further  adjustment  of  that 
projection,  justifying  the  rate  cuts 
necessary  to  spur  growth.  But 
that  doesn't  mean  voters'  opinions 
of  the  Tories  will  follow  suit. 
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TAXES 


ENJOY  IT 
-WHILE  IT  LASTS 

States  are  feeling  flush,  but  financial  trouble  looms 


J 

[fSOl 


Just  three  years  ago,  a  budget  cri- 
sis almost  brought  California's 
government  to  a  grinding  halt.  A 
deep  economic  fimk  and  a  string 
of  natural  disasters  had  plunged  the 
state's  $39  billion  budget  deep  in  the 
red.  Legislators  were  practically  coming 
to  blows  over  proposals  to  hike  taxes 


bit  this  year,  but  states  will  still  be  a 
sohd  $15.9  bilUon  in  the  black  when  the 
books  close  next  June. 

Legislators  across  the  country  are 
sharing  the  wealth:  28  states  are  re- 
warding citizens  with  tax  cuts.  Others 
are  hiking  outlays  for  education  and 
prisons.  And  with  progi-ams  to  stream- 
line government  kicking  into 


seven  years.  The  budget  package,  e: 
pected  by  Chiistmas,  will  shift  the  bu 
den  of  managing  welfare.  Medicaid,  ar 
dozens  of  other  federal  programs  t 
statehouses,  while  slashing  federal  ou 
lays  30%  by  2002, 

That  could  spell  financial  trouble  fAr 
many  states.  Most  rely  on  the  feds  fc 
some  33%  of  theu'  revenue.  All  told,  ti 
cuts  proposed  by  Congi-ess  could  cos 
the  states  more  than  $360  bilhon  froi 


Lawmakers  are 
arguing  over  a  $676 
million  surplus- 
should  it  go  to  boost 
education  or  cut  taxes? 

and  slash  education  budgets. 
Fast  forward  to  today.  An 
economic  revival  has  pro- 
duced a  healthy  $676  million 
budget  sur}3lus.  Now,  legislators  can't 
decide  whether  to  cut  taxes  or  boost 
spending  on  schools. 
BRAVE  TALK.  A  Golden  State  anomaly? 
Typical  is  more  like  it.  Across  the  U.  S., 
state  governments  are  posting  some  of 
their  strongest  financial  results  in  a 
decade.  According  to  the  National  As- 
sociation of  State  Budget  Officers,  states 
emerged  from  fiscal  1995,  which  ended 
in  June,  with  a  combined  surplus  of  an 
estimated  $20.2  billion.  That  will  drop  a 


high  gear,  many  state  poHticians  have 
never  been  more  optimistic.  Says  Mel 
Camahan,  the  Democratic  governor  of 
Missouri,  which  boosted  its  corrections 
budget  23%  this  year:  "We're  well 
placed  to  deal  with  the  future." 

Ah,  the  brave  talk  of  a  bountiful 
budget  season.  It  may  be  tougher  to 
talk  proud  when  governors  butt  up 
against  harsh  reality.  In  late  November, 
President  Clinton  signed  on  to  the  Re- 
publican plan  to  balance  the  budget  in 
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(i  to  2002,  forcing  radical  spending 
<  I  )!•  tax  increases.  University  of  Min- 
oia  economist  John  E.  Brandl  recent- 

(i-authored  a  report  that  predicted 
incsota  would  post  a  $1.5  billion  bud- 

ilciicit  by  2001 — even  before  federal 
^.  Says  Brandl:  "All  this  talk  about 
r  tilings  are  going  fine  is  ridiculous." 

tV  also  predictable.  Back  in  1991, 
^t  states,  Uke  Califomia,  were  i-eeling. 
session  sliced  tax  revenues,  while  ris- 

unemployment  forced  governments 
^pend  more.  To  fill  the  gap,  28  states 
5ed  taxes  from  1990  to  1992.  And 
y  held  the  fine  on  spending:  It  was 

in  1991  and  gi-ew  only  1.5%  in  1992. 
i  combination  helped  them  weather 

bad  times.  When  the  economic  ex- 


pansion began  fattening  coffers  in  1993, 
state  politicians  celebrated  by  boosting- 
spending,  cutting  taxes,  and  promoting 
states  as  models  of  how  modem  gov- 
ernment could  work.  After  Republicans 
swept  elections  nationwide  in  1994,  the 
talk  intensified. 

Now,  those  government  reformers 
may  be  about  to  nm  into  trouble.  New 
Jersey  Republican  Governor  Christie 
Whitman  is  a  good  example.  She  ar- 
rived in  office  two  years  ago  promising 
to  cut  the  state's  income  tax  by  30% 
over  three  years.  This  year,  she 
achieved  her  goal — a  year  ahead  of 
schedule.  Better  yet,  she  delivered  a 
tax  cut  worth  $444  million  so  far,  while 
limiting  state  spending  increases  to  1.7% 


.  e  state  anted  up  $1.5 
miilion  for  new  road 
and  rail  construction, 
^  us  tax  breaks  for  a 


tuarial  assumptions,  helped  Whitman 
balance  the  budget.  Because  of  federal 
budget  cuts.  New  Jersey  may  soon  find 
itself  in  a  bind.  The  Center  on  Budget 
&  Policy  Priorities  figm'es  the  state  will 
lose  $350  million  in  federal  grants  in 
fiscal  1996  if  Congress  follows  through 
on  its  budget  plans.  The  losses  will 
gTow  ever  steeper  until  2002,  when  cuts 
of  $2.9  billion  will  hit,  adding  up  to  a 
federal  aid  cut  of  $11  billion  over  the 
seven  years. 

GROWTH  STATES,  TOO.  If  New  Jersey's 
robust  economy  falters — which,  given 
economic  vagaries,  is  likely  to  happen 
sometime  in  the  next  few  years — it  will 
almost  certainly  have  to  exact  deep 
spending  cuts  or  even  raise  taxes.  And 
Whitman,  or  her  successor,  won't  be 
the  only  one  on  the  griddle.  "Most 
states  aren't  well  prepared  to  deal  with 
the  coming  problems,"  says  Steven  D. 
Gold,  director  of  the  Center  for  the 
Study  of  the  States  at  the  State  Uni- 
versity of  New  York. 

In  many  states,  demands 
for  spending  simply  are 
rising  faster  than  i-evenue. 
Many  are  pouring  huge 
sums  into  new  pris- 
ons— $279  million 
in  Texas  just  this 
year.    Back  in 
1970,  Ilhnois  state 
prisons  housed  8,000 
people;  today,  it's  40,000,  with  5,000 


IN  STATE 
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The  legislature  passed  a  $200  million  tax  cut 

largely  designed  to  keep  Raytheon  in  the  state 


lany  others,  the  Lone  Star 
lias  increased  spending, 
uring  $279  million  into  the 
tig  of  new  prisons 


a  year,  down  from  over  8%  in  years 
prior,  and  boosting  the  state's  smplus  to 
almost  $541  million  in  fiscal  1996. 

A  model  for  Washington  to  follow? 
Maybe  not.  Several  short-term  fixes, 
including  a  .$2  billion  cut  in  contribu- 
tions to  New  Jersey's  state  employee 
pension  funds  based  on  a  change  in  ac- 


more  expected  by  2000.  The  number  of 
Ilhnois  children  who  were  wards  of  the 
state  hit  45,000  tliis  yeai;  up  fi-om  17,000 
in  1990.  The  state  has  balanced  its  bud- 
get, in  part,  by  paring  aid  to  education. 
But  that  only  goes  so  far.  Even  without 
federal  cuts,  University  of  Ilhnois  econ- 
omist James  Nowlan  figures  Ilhnois  will 
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face  a  deficit  of  $1.8  billion  by  2005. 

Even  growth  states  such  as  Florida 
aren't  exempt  from  trouble.  Florida's 
revenue  will  increase  .$800  million  dui"ing 
fiscal  1996,  but  it  still  could  suffer  a 
$900  miUion  budget  shortfall  because  of 
its  rising  spending  on  schools  and  pris- 
ons. And  that's  before  the  federal  cuts 
hit  home.  Additional  students  will  cost 
Florida  $170  million  this  yeai"  and  prison 
beds  an  extra  $77  million.  Says  Florida 
budget  director  Robert  B.  Bradley: 
"We'll  have  to  cut  to  balance  the  budget, 
or  raise  taxes,  but  I  haven't  heard  any- 
one talk  about  raising  taxes." 
AN  UGLY  FUTURE.  Some  states  already 
are  beginning  to  face  their  ugly  future. 
In  Maryland,  where  the  slowing  econo- 
my has  pushed  down  tax  collections, 
new  Democratic  Governor  Parris  Glen- 
dening  is  already  looking  at  a  $59  mil- 
Hon  budget  shortfall.  That  could  double 
if  Congress  cuts  the  capital-  s:^, 
gains  tax.  Glendening  plans 
to  meet  the  problem  this 
year  by  eliminating  up  to 
1,000  state  jobs.  But  even 
with  the  cuts,  Maryland  could 
face  a  steeper  $117  million 
deficit  in  fiscal  1997,  so  Glen- 
dening is  starting  to  revise 
his  plan  to  cut  income  taxes 
5%  to  10%. 

For  now,  though,  spending 
hikes  and  tax  cuts  are  the  or- 
der of  the  day  in  most  states 
Michigan  will  cut  taxes  $1.2 
billion  over  the  next  five  years 
beginning  in  fiscal  1996.  (Ore- 
gon's treasuiy  is  so  full  it's  giving  cor- 
porations a  50%  tax  credit  on  then-  1995 
taxes.  And  Indiana  plans  to  boost  high- 
er education  spending  8.7%  this  year 

Major  bucks  are  also  going  to  keep- 
ing business  happy.  In  mid-November, 
the  Massachusetts  legislature  passed  a 
$200  million  tax  cut  largely  designed  to 
keep  Raytheon  Corp.,  the  state's 
largest  employer,  from  taking  its  huge 
manufacturing  operations  to  a  lower- 
cost  state.  Iowa  has  anted  up  $1.5  mil- 
hon  in  road  and  rail  construction  funds 
and  a  package  of  tax  breaks  for  IPS(X) 
Steel  Inc.,  a  Canadian  steelmaker  build- 
ing a  minimill  in  rural  Muscatine  Coun- 
ty that's  due  to  open  in  mid- 1996.  The 
state  hopes  the  $375  million  facility  wall 
provide  300  jobs. 

Undoubtedly,  these  flush  days  will  be 
but  a  fond  memory  soon  enough.  Then, 
as  in  tough  times  past,  statehouse  bud- 
get fisticuffs  may  begin  anew. 

By  Kevin  Kelly  in  Chicago,  with 
Joseph  Weber  in  Philadelphia,  Gail  De- 
George  in  Miami,  and  A.  T.  Palmer  in 
Lake  Forest,  III. 


HIGH  NOON 
ON  THE  ALASKAN  TUNDRA 


If 
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A chill  November  wind  swept 
across  the  Alaskan  tundra,  a  bit- 
ter reminder  to  Sarah  James 
that  it  was  time  to  return  to  Wash- 
ington. James,  a  Gvrich'in  American 
Indian,  is  making  a  last-ditch  effort 
to  stop  Congress  from  opening  the 
Arctic  National  Wildlife  Refuge  to  oil 
exploration.  She  argues  that  drilling 
would  disrapt  the  migratory  routes 
of  caribou — the  source  of  her  tribe's 
food,  legends,  songs,  and  dances. 
"Caribou  is  sacred  to  us,"  says 
James,  a  member  of  the  tribal  com- 
mittee fighting  the  oil  drilling.  "With- 


sii; 


CULTURE  CLASH: 

The  Gwich'in 
are  battling 
a  powerful 
coalit  ion  of  oil 
interests 


out  iL,  we  wouldn't 
be  able  to  exist." 

Tlie  7,000 
Gwich'in  have  be- 
come key  players 
in  a  white-hot  lob- 
bying battle  on 


Capitol  Hill.  At  issue  is  whether  to 
allow  driUing  in  the  refuge's  1.5  mil- 
lion-acre coastal  plain,  one  of  the  last 
untapped  oil  fields  in  the  U.  S.  The 
GOP  has  attached  a  measure  to  the 
budget  bill  allowing  the  drilling, 
making  it  a  key  issue  in  fractious 
budget  talks.  President  CHnton,  eye- 
ing polls  that  show  the  environment 
is  a  top  concem,  has  vowed  to  veto 
any  bill  that  contains  the  provision. 
POWERFUL  FOES.  Joining  the 
Gwich'in  in  their  antidrilling  crusade 
are  environmental  groups  such  as 
the  Sierra  Club  and  the  Wilderness 
Society.  They  argue  that  drilling  in 
the  fragile  ecosystem  would  inter- 
rupt caribou  calving,  damage  polar 
bear  habitats,  harm  snow  geese,  and 


mar  the  beauty  of  the  pristine  wild- 
erness. The  U.  S.  doesn't  need  the 
oil,  they  say,  pointing  to  a  Nov.  28 
decision  by  Clinton  to  lift  a  22-year 
export  ban  on  oil  drilled  in  Alaska's 
North  Slope. 

But  environmental  groups  have 
met  their  match  in  Alaska's  three- 
man  Republican  delegation.  The  trio 
is  powerful  because  they  can  vrith- 
hold  funding  for  other  lawmiakers' 
pet  projects:  Senator  Frank  H.  Mur- 
kowski  chairs  the  Energy  &  Natural 
Resources  Committee,  Senator  Ted 
Stevens  heads  the  Appropriations 
defense  subcommittee, 
and  Representative  Don 
Young  chairs  the  House 
Resources  Committee. 
Several  GOP  Hill  staffers 
say  privately  that  some 
members  opposed  to  drill- 
ing voted  for  it  anyway, 
fearing  retribution  from 
these  chairmen. 
-<i>  '^^^  delegation  is 

\  backed  by  powerful  eco- 
~F  'Ij^'^  nomic  interests,  too.  Atlan- 
vM  tic  Richfield,  British  Petro- 
leum, and  Chevron  have 
major  operations  in  Alas- 
ka. The  oil  industiy  has 
given  .$400,000  to  Arctic  Power,  a 
prodevelopment  coalition  of  14,000 
Alaska  businesses,  unions,  and  citi- 
zens. The  state  govemment  has 
kicked  in  $1  million.  To  counter  the 
Gwich'in,  drilling  proponents  are 
working  with  the  Inupiat,  who  would 
profit  from  rights  on  some  coastal 
plain  land. 

Alaska  has  a  lot  at  stake.  New  oil 
revenues  would  help  fill  a  state  bud- 
get deficit  caused  by  declining  cnide 
prices.  Roger  C.  Herrera,  Arctic 
Power's  Washington  coordinator, 
claims  the  measure  also  would  create 
at  least  250,000  jobs  in  Alaska  and  . 
the  lower  48.  His  gi'oup  has  flo\vn  in 
more  than  100  lawmakers,  spouses, 
and  staffers  to  demonstrate  that 
Prudhoe  Bay  pipelines  haven't  hurt 
caribou  and  browTi  bear.  Now  the 
fight  returns  to  Washington,  where 
the  pohtical  heat  is  enough  to  melt 
Alaska's  tundra. 

By  Susan  B.  Garland 
in  Washington 
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nEVENGE 

)F  THE  SUPPLY  SIDERS 

'heir  theories  once  again  dominate  election-year  economics 


^In  1980,  they  were  the  young  pohti- 
Icians,  writers,  and  economists  who 
I  devised  the  tax-cut  platfomi  that  car- 
led  Ronald  Reagan  to  Washington.  Fif- 
een  years — and  $4  trilHon  in  deficits — 
iter,  supply  siders  are  making  a 
omeback.  Not  so  young,  but  with  their 
ough  edges  intact,  the  apostles  of  eco- 
omic  optimism  are  lining  up  to  write 
he  script  for  the  second  phase  of  the 
iepubhcan  Revolution:  Replace  dour 
ludget-cutting  with  an  upbeat  message 
f  tax  reform. 
Proof  that  supply-side  optimism  still 


jority  Leader  is  urging  faster  econom- 
ic growth  through  deregulation  and 
"a  fairer,  flatter,  simpler  tax."  On  Cap- 
itol Hill,  Republicans  who  came  of  age 
under  Reagan — including  House  Speak- 
er Newt  Gingi'ich  (R-Ga.)  and  Senate 
Majority  Whip  Trent  Lott  (R-Miss.)— 
are  also  benefiting  from  supply-side 
advice. 

Supply  siders  like  to  brag  that  they 
have  become  the  economic  mainstream, 
replacing  Keynesians  who  emphasize 
government  action  to  stimulate  demand. 
Indeed,  the  basic  supply-side  notion  has 


sells  is  the  startling  rise  of  Malcolm  S. 
'Steve"  Forbes  Jr.  to  second  place 
imong  GOP  Presidential  candidates  in 
^ew  Hampshire  and  Iowa  polls.  The 
nillionaire  magazine  publisher  has  built 
lis  self-financed  campaign  largely  ai'ound 
;he  flat  tax — a  proposal  to  scrap  the 
;urrent  revenue  code  and  eliminate  all 
leductions  to  bring  the  tax  rate  down 
;o  a  flat  17%.  Forbes  doesn't  apologize 
.'or  the  fact  that  his  plan  would  slash 
:axes  for  the  wealthy,  give  moderate 
Dreaks  to  others,  and  force  big  spending 
;uts.  "We  should  adjust  Washington  to 
:he  needs  of  the  nation,"  he  insists,  "not 
force  the  nation  to  adjust  to  Washing- 
ton's appetite." 

GOING  MAINSTREAM.  But  supply  siders 
are  not  betting  all  their  chips  on 
Forbes.  Some  acolytes  are  advising  gop 
front-runner  Bob  Dole  (R-Kan.) — a  Hfe- 
long  advocate  of  budget  austerity  who 
frequently  locked  horns  with  Reagan's 
tax-cut  ciusaders.  Now,  the  Senate  Ma- 


V 

FORBES:  He 's  become  commonplace: 
spreading  the  Econoinic  growth  de- 
gospel  of  Jude  pends  on  how  tax 
rates,  regulations,  and 
inflation  affect  investment,  entreprenem-- 
ship,  and  work  effort.  "There's  no  doubt 
mainstream  economic  research  is  more 
focused  on  incentives  and  supply  fac- 
tors," says  Harvard  University  econo- 
mist N.  Gregoiy  Mankiw. 

Academics  shy  away  from  the  supply 
side's  more  extreme  theories,  such  as 
the  "Laffer  Curve,"  which  claimed  that 
lower  tax  rates  could  pay  for  them- 
selves by  igniting  explosive  growth. 
Even  so,  Harvard's  Martin  S.  Feld- 
stein,  who  was  an  opponent  of  the  Rea- 
gan-era supply  siders,  recently  en- 
dorsed what  might  be  called  Laffer 
Lite:  He  calculated  that  President  Clin- 
ton's 1993  tax-rate  hikes  reaped  only 
two-thirds  of  the  revenues  expected 
because  high-income  earners  reduced 
their  work  effort. 


Hard-core  supply  siders  seek  influ- 
ence, not  approval.  These  days,  supply- 
side  polemicist  Jude  Wanniski  advises 
Forbes,  while  former  Federal  Reserve 
Governor  Wayne  D.  Angell  and  ven- 
ture capitahst  Theodore  J.  Forstmann 
draft  Dole's  progrowth  speeches.  At 
Congi*ess'  Joint  Economic  Committee, 
young  disciples  led  by  chief  economist 
Brian  Wesbury  are  spinning  out  sup- 
ply-side papers. 

One  change  from  the  1980s  is  that 
today's  supply  siders  are  more  intent 
on  cutting  the  size  of  government.  But 
the  messy  business  of  slashing  spending 
doesn't  mesh  well  with  supply-side  opti- 
mism. So  the  fraternity  is  clustering 
around  tax  refoiTn,  packing  the  staff  of  a 
commission  chaired  by  supply-side  icon 
Jack  F.  Kemp. 

LESS  THAN  PURE.  The  Kemp  panel,  set 
up  by  Dole  and  Gingiich  to  draft  a  GOP 
tax-reform  position,  is  expected  to  tilt 
strongly  toward  some  version  of  the 

SUPPLY  SIDE.  '90S-STYLE 

■  Cut  the  tax  burden  on  the  econo- 
my by  moving  to  a  flat  tax,  with  a  rate 
of  20%  or  less  and  few  deductions 

■  Spur  investment  by  reducing  the 
tax  on  capital  gains  and  by  adjusting 
capital  gains  for  inflation 

■  Boost  economic  growth  by  shrink- 
ing government 

■  Follow  a  "sound  money"  policy — 
perhaps,  as  Steve  Forbes  has  pro- 
posed, by  linking  the  dollar  to  gold 

■  Keep  the  currency  strong,  instead 
of  devaluing  to  boost  exports 

flat  tax  in  January.  It  probably  won't 
be  a  pure,  no-deduction  system:  "Bob 
Dole  doesn't  want  to  make  elimination 
of  the  mortgage-interest  deduction  the 
centerpiece  of  his  campaign,"  quips  a 
Kemp  adviser.  But  it  is  hkely  to  go  a 
long  way  toward  exempting  investment 
income  from  taxation — a  key  supply- 
sider  goal. 

Such  sweeping  reform  isn't  likely  to 
come  easily.  Democrats  will  attack  it 
as  trickle-down  deja  vu — huge  tax 
breaks  for  investors  in  the  hope  that 
some  crumbs  will  fall  to  workers.  Sup- 
ply siders  will  predict  a  tide  of  eco- 
nomic gi'owth  to  Uft  all  Americans.  Tax 
reform  "would  set  off  a  boom  by  letting 
people  keep  more  of  what  they  earn 
and  by  lowering  barriers  to  risk-tak- 
ing," candidate  Forbes  predicts.  Sound 
familiar?  That's  just  one  more  sign 
that  the  supply  siders  are  back  in  full 
force. 

By  Mike  McNamee  in  Washmgton 
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BARRY'S 
BACK  IN  TOWN 

But  can  Diller  turn  ragtag  properties  into  a  media  powerhouse? 


John  C.  Malone's  investment  philoso- 
phy has  always  been  simple:  Find 
someone  with  qualities  to  admire, 
provide  financing,  then  stand  out  of  the 
way.  So  it's  no  siuprise  that  the  biggest 
backer  these  days  of  former  Fox  Inc. 
Chah-man  Bany  Diller  is  the  Tele-Com- 
mimications  Inc.  chief  executive. 

Malone  gladly  stood  aside  as  Diller,  in 
a  flurry  of  dealmaking,  an- 
noimced  on  Nov.  27  that  he  was  .  _ 
taking  control  of  stiiiggUng  tele- 
vision I'etailer  Home  Shopping 
Network  and  failed  movie  stu- 
dio Savoy  Pictures  Entertain- 
ment. Dillei's  name  still  has  al- 
lure on  Wall  Street,  which  bid 
up  his  Silver  King  Communica- 
tions Inc.  stock  $2,  to  $37,  on 
the  announcement — enough  to 
give  Denver-based  TCI  a  one- 
day,  .$60  million  paper  profit  foi' 
transferring  its  41%  stake  of 
HSN  to  Silver  King. 

To  Malone,  a  bigger  payday 
may  come  later  if  Diller  can 
turn  Silver  King's  collection  of 
16  ragtag  TV  stations  into  the 
backbone  of  a  network.  As  pai-t 
of  Silver  King's  1992  spin-off 
from  HSN,  TCI  still  holds  options 
for  2  million  shares  with  an  ex-  » 
ercise  price  of  $1.50  apiece.  At 
today's  Silver  King  price, 
they're  worth  about  $70  million, 
By  1999,  when  they  expire,  "vk 
they  could  be  worth  much,  much  more. 
STATION  BREAK.  That's  how  long  Diller 
says  it  will  take  him  to  convert  Silver 
King's  i)i'operties,  mostly  hard-to-receive 
iiHF  TV  stations,  into  powei-houses  with 
local  news  and  talk  shows  to  lure  in  big 
audiences.  For  now,  he's  pooh-poohing 
any  notion  that  he  will  seek  to  buy  or 
create  his  own  network — while  assui- 
ing  everyone  it  won't  take  all  that  long 
to  do.  "All  this  nonsense  about  network- 
ing ...  I  won't  go  near  a  netwoj'k  for 
two,  probably  three  years,"  says  Diller. 

How  will  owning  Savoy,  which  pro- 
duced such  movie  clunkers  as  Last  of 
the  Dognien,  get  him  there?  Savoy  has 
$140  million  in  cash  and  seciuities  on  its 
books  that  Diller  says  will  provide  him 
the  cash  he  will  need  for  the  next  year 
to  upgrade  the  stations.  He  likely  will 


ditch  the  movie  business,  but  he  can 
build  on  its  smallish  TV  opei-ation,  which 
has  produced  such  made-for-TV  flicks  as 
The  Annette  FuniceUo  Story. 

But  the  real  prize  is  Savoy's  quartet 
of  TV  stations  in  such  cities  as  New  Or- 
leans and  Green  Bay,  Wis.  The  stations 
will  have  cash  flow  of  just  $27  million 
this  yeai'  Init  could  ii'v  up  next  year, 


STREET  SMART:  when  they  all  will  go 
Diller  may  be  to  Fox.  (Two  are 
on  the  road  with  NBC  now;  an- 

to  runnbig  a  other  is  with  ABC 
TV  network  and  the  fomlh  is  Fox 
already.)  They'll  ben- 
efit from  Fox's  football  and  baseball  con- 
tracts after  the  switch.  The  stations 
alone  are  worth  %ViO  million  if  Diller 
were  to  sell  them  off,  says  investment 
banker  Herbert  A.  Allen  Jr,  although 
Dillei'  plans  to  keep  them  foi'  now. 

HSN  will  be  a  tougher  nut  foi'  Diller 
to  crack.  Earlier-  this  year-,  Malone  want- 
ed Diller  to  take  over  the  stumbling  TV 
retailer,  but  Diller  opted  for  Silver  Iving. 
Little  wonder.  Despite  efforts  by  new 
management  to  improve  its  schlocky 
merchandise,  hsn  lost  $36  million  over 
the  past  nine  months  as  sales  slid  11%, 


to  $730  million.  Diller  intends  to  use 
the  service  to  produce  30-  and  60-seconc 
shopping  spots  to  replace  traditiona' 
commercials.  But  to  boost  cash  flow,  he 
•needs  to  lure  better  retailers  and  up- 
grade hsn's  image. 

He  did  that  at  Qvc,  which  he  suc- 
cessfully revamped  before  leaving  ear- 
lier this  year  "The  good  news  is,  this  \i 
a  business  that  is  60%  show  business,' 
says  Ike  LagTiado,  a  principal  of  New 
York  market  researcher  Tactical  Re 
tail  Solutions,  "and  he  can  reinvigorate 
it  if  anyone  can."  Malone  and  company 
also  are  hoping  that  Diller  spots  deals 
on  the  horizon  that  will  further  boostp* 
the  stock.  "Deals  are  born  from  oppor 
tunities,"  says  investment  banker  Allen 
who  along  with  other  Savoy  sharehold- 


THE  SHOW  GOES  ON 

Diller's  new  media  empire 

TV  STATIONS  Revenues  $61  mil- 
lion, earnings  $3  million.*  Diller 
now  has  16  stations,  some  in  Los 
Angeles,  New  York,  and  Chicago. 
The  problem:  Many  are  hard-to- 
receive  UHF  stations. 

HOME  SHOPPING  Revenues  $1  bil- 
lion, loss  $50  million,*  Diller  is 
buying  control  of  Home  Shopping 
Network.  The  problem:  The  shopping 
service  has  been  plagued  by  heavy 
returns  of  shoddy  merchandise. 

PROGRAMMING  Revenues  $10 
million,  earnings  unknown.*  Diller 
will  own  Savoy's  TV  production  unit 
plus  the  remnants  of  its  failed  mo- 
vie studio.  The  problem:  Savoy  is  a 
weak  player  in  a  crowded  field. 

*Estlmated  1995  results 

DATA  COMPANY  REPORTS,  BUSINESS  WEEK  ESTIMATES 


ers  will  own  20.8%  of  Silver  Kinglif 
"Barry  is  very  good  at  finding  those  fel 
opportunities." 

What  opportunities?  Federal  telecom-ittlii 
munications  legislation  likely  to  be  in! 
passed  soon  by  Congress  would  give  [«t 
Diller  the  chance  to  expand  his  statior 
gToup,  figures  Mark  A.  Riely,  president  in 
of  New  York-based  Media  Group  Re 
search.  That  could  allow  Silver  King  tc 
merge  into  a  larger  station  gToup  or  tc 
seek  an  alliance  with  ces's  new  owner 
Westinghouse  Electric  Corp.  Or,  figures 
Riely,  Diller  could  link  up  with  a  studic 
such  as  MCA  Inc.  that  could  provide  it 
with  programming.  The  decision,  ol 
com-se,  is  Diller's.  But  he'll  have  a  verj 
interested  partner  back  in  Denver. 

By  Ronald  Grover  in  Los  Ayigelei^.^ 
and  Gail  DeGeorge  in  Miami 
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RAZIL 


STORM 

N  THE  RAIN  FOREST 

lyoff  charges  imperil  a  big  Raytheon  contract  in  the  Amazon 


t  was  the  biggest 
tlefense  conversion 
project  in  history: 
$1.4  billion  envi- 
nmental  surveil- 
ice  system  for 
•azil's  Amazon  rain 
rest.  Commerce 
cretary  Ronald  H. 
•own  lobbied  hai'd 
f  the  deal,  and  in 
ay,  the  Chnton  Ad- 
inistration  hailed 
iytheon  Co.'s  win- 
tig  bid  as  the  fruit 
effective  govern- 
9nt  advocacy. 
That  was  before 
e  wiretap,  the  al- 
^ed  influence  ped 
ing,  the  suspected 
dustrial  interlopinu. 
ow,  Raytheon's  hiv: 
ntract  is  on  the 
pes.  On  Nov.  10, 
razilian  police  disclosed  allegations, 
ised  on  a  secret  recording  of  a  top 
residential  aide's  phone  conversation, 
at  an  independent  Raytheon  contractor 
ay  have  paid  off  a  Brazilian  senator 
ho  opposed  the  contract.  Three  top 
)vemment  officials  have  since  resigned, 
razil's  senate  has  launched  a  probe. 
President  Fernando  Henrique  Car- 
)so  has  publicly  renewed  his  support 
r  Raytheon.  But  the  contract  expired 
1  Nov.  23  when  the  senate,  which  had 
lal  approval,  failed  to  vote  on  financing. 
Tiile  Cardoso  has  extended  the  con- 
act  for  an  undetermined  period,  many 
ficials  expect  that  the  President  will 
i  forced  to  put  it  up  for  bid  again. 
ICCUPS?  It  would  be  a  costly  loss  for 
aytheon.  The  sui'veillance  contract  is 
<pected  to  create  1,100  U.  S.  jobs  and 
)  bring  Raytheon  an  esti-  ■hbbbbi 
lated  $150  million  in  revenue 
inually  for  at  least  the  next 
)  yeai"s,  analysts  say.  For  the 
linton  Administration,  mean- 
hile,  the  episode  represents 


l.)()\ver  plant  prnjcet  in  India,  awai'ded  to 
a  consortium  headed  by  Enron  Cor]3., 
was  cancelled.  It  has  since  been  revived 
but  still  faces  stiff  opposition. 

One  aerospace  executive  says  the  Ad- 
ministi'ation  may  have  erred  by  assum- 
ing too  quickly  that  it  had  done  its  work 
in  Brazil.  "It  shows  there  are  Umits  to 
the  political  quick  fix,"  says  the  execu- 
tive. "There's  a  tendency  to  take  the 
kudos  and  go  on  to  the  next  issue."  Ad- 
ministration officials  say  the  setbacks 
are  hiccups  in  compUcated  deals.  Says 
one  official:  "These  are  new  countries 
entering  the  global  market  for  fii-st  time, 
exploring  new  kinds  of  deals  with  unfa- 
miliar pailnei-s  and  financing  techniques." 

The  prevaihng  view  in  Brazil  is  that 
the  Administration  and  Raytheon  were 
caught  amid  government  rivahies.  "This 


QUICK  KICK? 
Brown  lobbied 
hard  for  the 
$1.4  billion 
project,  but  the 
Clintonites  may 
have  assumed 
too  soon  that 
their  work  was 
done  in  Brazil 


RAYTHEON'S  BRAZILIAN  JOURNEY 

SPRING,  1994  The  Clinton  Administration  lobbies  heav- 
ily for  Raytheon's  bid  to  supply  an  environmental  surveil- 


lance system  to  Brazil 


is  looking  like  an  overzealous  govern- 
ment official  trying  to  bring  down  an- 
other and  impress  the  President,"  says  a 
Brazil-based  foreign  observer  Francisco 
Graziano,  a  Presidential  confidante  and 
chief  of  Brazil's  agricultural  reform 
agency,  resigned  on  Nov.  27  amid  sus- 
picion he  ordered  the  police  wii-etap  at 
the  center  of  the  scandal. 

A  transciipt  of  the  vidretap,  published 
by  a  Brazilian  maga- 
zine, certainly  reveals 
less  than  outright  ev- 
idence of  bribery.  On 
the  tape,  the  Presi- 
dent's chief  of  proto- 
col, Julio  Cesar 
Gomes  dos  Santos, 
asks  a  Raytheon 
sales  representative 
whether  he  had 
"paid"  a  senator  fi-om 
the  Amazon  area  op- 
posed to  the  contract. 
The  Raytheon  representative,  Jose  Afon- 
so  Assump^ao,  owner  of  Lfder  Taxi 
Aereo,  a  major  air-taxi  company  in 
Brazil,  replied  only  that  the  senator  was 
"getting  in  the  way.  Making  difficulties." 

Despite  the  lack  of  any  proof  against 
him,  Santos  resigned.  So  did  an  Air 
Force  minister  who,  the  transcripts  re- 
vealed, had  spent  three  nights  at  As- 
sump^ao's  home.  All  those  involved  in- 
sist no  bribe  was  paid.  Assumpgao  told 
Brazihan  journalists  he  thinks  he  was 
set  up  by  enemies  of  Santos. 
"STIRRING  THE  POT."  One  senior  Admin- 
istration official  suspects  another  force 
behind  the  wiretap:  the  French.  To  win 
the  contract,  Raytheon  beat  out  Thom- 
son-c'SF  Inc.,  40%  owned  by  the  French 
government.  According  to  a  report  earli- 
er this  yeai"  in  The  New  York  Times,  the 
U.  S.  in  1994  shared  with  Brazilian  offi- 
cials evidence  gathered  by  the  ciA  of 
lai"ge  French  bribes  on  Thomson's  behalf, 
evidence  that  helped  the  U.  S.  seal  the 
deal.  The  Administration  official  now  be- 
lieves the  vdretap  was  retribution  fi-om 
the  French.  Ron  Brown  says  Brazilian 
and  unnamed  "foreign  parties"  are 
spreading  accusations  in  order  to  delay 
tlie  contract.  "They're  stirring  the 
pot,"  he  says.  Thomson  calls  the  charges 
^■■■■■i  ridiculous. 

Clintonites  ai'e  lobbying  qui- 
etly once  more  on  Raytheon's 
behalf,  and  the  defense  indus- 
ti-y  is  watching  closely.  The  in- 
dustry, which  has  had  tr-ouble 


lother  embarrassing  exam-   selling  to  Latin  America,  has  a 


le  of  high-profile  advocacy 
lat  fizzled.  Already,  several 
3cent  foreign  contracts  that 


AUGUST,  1994  Raytheon  wins  the  award 
NOV.  10,  1995  Police  reveal  allegations  that  a  Raytheon 


lot  at  stake — though  maybe 
not  as  much  as  Raytheon  and 
the  Administration  itself 


3emed  certain  to  go  to  U.S.    _c°['t'■.^5^_t°L"l^l_^^.^^_P^Jd^^^^^^^    By    Geoffrey  Smith 


jmpanies  after  intense  lob- 
ying  have  hit  serious  snags, 
lost  recently,  a  $3  billion 


NOV.  23  Raytheon's  contract  is  allowed  to  expire. 
Presidential  extension  keeps  it  barely  alive 


Boston  and  Amy  Borrus  in 
Washbufton,  with  Ian  Katz  in 
Sao  Paulo 
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THIS  PUBLIC  COMPANY 
OF  OURS 

Have  the  Gottwalds  really  loosened  their  grip  on  Ethyl? 

There  are  investors 
who  consider  the 
board  of  directors  at 
Ethyl  Corp.  in  Rich- 
mond, Va.,  the  most  in- 
bred in  America.  Bruce 
('.  Gottwald  is  the  chair- 
man and  ('Eo.  His  broth- 
er, Floyd  Jr.,  his  sons 
Bruce  Jr.  and  Tom,  and 
his  nephew  Bill  all  .sit  on 
the  14-member  boai'd,  as 
well.  All  Ethyl  directors, 
except  Tom  Gottwald,  si- 
multaneously serve  on 
the  boai'ds  of  as  many  as 
three  other  Gottwald- 
controlled  public  compa- 
nies, making  them  eli- 
gible for  multiple 
director  fees. 

On  Nov.  28,  after  the 
New  York  City  employ- 
ees' and  the  California 
teachers'  pension  funds 
intensified  campaigTis  to 
force  reforms  at  Ethyl, 

the  Gottwalds  bowed  "to  CHAIRMAN  GOTTWALD  Since  1989,  Ethyl  has  spun 

the  pressiu-e.  Ethyl  .said  ,,.  .  .    p  ., 

that  next  March  it  will  off  three  public  companies-all  run  by  family 
halve  its  boai  d,  keeping  members.  The  board  has  never  conducted  a 
only  two  Gottwalds  and  formal  executive  search  for  any  of  these  positions 

one  other  employee.  Also, 


three  of  its  four  outside  directors  will 
resign  from  their  seats 
on  boards  of  other  Gottwald-controlled 
companies. 

Still,  Ethyl  Chief  Financial  Officer 
Chai-les  B.  Walker  will  continue  to  act 
as  a  paid  executive  and  dii-ectoi-  of  both 
Ethyl  and  Albemarle  Corp.,  which  is 
run  by  P'loyd  D.  Gottwald  Jr.  The  close 
ties  are  ti-oubling  to  some  outsiders,  be- 
cause Ethyl  and  Albemarle  will  soon  be 
direct  competitors,  each  seUing  a  prom- 
ising new  manganese-based  ftiel  addi- 
tive, MMT,  that  recently  cleared  a  major- 
legal  roadblock. 

Ethyl  cited  the  potential  mmt  conflict 
as  the  reason  for  i  he  reforms,  but  to 
some  investors  the  fact  that  Walker  will 
serve  as  both  companies'  cfo  until  late 
1996  or  '97  is  a  problem.  The  refoi'ms 
are  "a  sham,"  says  Salomon  Brothers  an- 
alyst Michael  M.  Sargent.  "Only  the  mo.st 
naive  obsei-ver  would  believe  [the  chang- 


es will  bring]  an  independent  board." 

For  many  investoi-s,  refonri  is  a  key  is- 
.sue.  Critics  contend  Ethyl's  weak  boaixl  is 
one  reason  its  shai'es  fell  16%  in  the  past 
five  years,  while  its  chemical-industry 
peel's  climbed  102%.  Investoi-s  have,  how- 
ever, received  shares  of  the  tlu'ee  com- 
panies as  they  were 
spun  off  from  Ethyl. 

Ethyl  du'ectors  "have 
had  a  multiplicity  of 
roles,  which  does  not 
give  comfort  that  the 
[outside]  shareholder  is 
uppermost  in  their 
minds,"  says  Jon  Lu- 
komnik,  who  oversees 
the  New  York  City 
Employees'  Retirement 
System,  which  owns 
275,000  shares.  Even 
with  the  changes,  Lu- 
komnik  says  he  has 


ETHYL  SPUHERS 


ETHYL  STOCK 
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some  "remaining  concerns."  Bruce  Got 
wald  acknowledges  that  the  board  h£ 
never  vetoed  anything  the  Gottwalc 
have  proposed,  saying,  "[We're  not] 
bunch  of  monkeys.  We're  not  going  1 
present  something  to  the  board  that 
not  good  sense." 

Despite  the  reforms,  the  Gottwald; 
who  own  18%.  of  Ethyl's  stock,  will  coi 
tinue  to  hold  top  jobs  at  multiple  comp; 
nies.  Ethyl's  chief  product  has  long  bee 
an  antiknock  additive  for  leaded  gas( 
line.  As  the  market  for  the  produ( 
shrank.  Ethyl  diversified  into  new  ii 
dustries  fi-om  coal  to  phannaceuticals  t 
insiu-ance.  By  1989,  it  began  closing  dow 
or  spinning  off  those  noncore  businesse, 
In  recent  yeai-s.  Ethyl  has  spun  off  thre 
divisions  to  fonn  new  public  companie, 
At  each,  a  Gottwald  emei'ged  as  CEO- 
without  a  fonnal  executive  search. 
SPIN-OFF  SPREE.  First,  Ethyl  spun  o: 
its  Ti'edegar  building-products  subsidiar 
in  1989  and  installed  35-year-old  John 
Gottwald,  Bruce  Gottwald's  nephew,  a 
f'EO.  Ti'edegar's  stock  has  since  climbe 
111%,  to  31K  In  1992,  Ethyl  spun  oi 
Fii"st  Colony  Coq:).,  an  insui*ance  compt 
ny,  and  35-year-old  Brace  C.  Gottwal 
Jr.,  who  had  no  prior  industiy  exper 
ence,  was  named  ceo.  The  stock  ha 
since  fallen  13.3%,,  to  26%.  In  1994,  Eth 
yl  spun  off  Albemarle  as  a  growth  spt 
cialty  chemicals  company.  Floyd  Gott 
wald,  Bruce's  older  brother  and  th 
onetime  chairman  of  Ethyl,  was  mad 
Albemarle's  chairman  and  ceo.  Albe 
marle's  stock  has  climbed  31%,  to  19, 

Spinning  off  the  companies  rh-amaticaJ 
ly  increased  costs.  Excluding  its  insui 
ance  operations,  the  companies'  annus 
reports  show  that  Ethyl  in  1988  hatl  gen 
eral  administrative  expenses  of  $181 
million  and  total  sales  of  $2  billion.  Las 
year.  Ethyl,  Ti'edegar,  and  Albemarl 
had  combined  administrative  expense 
of  $.301.4  million,  up  68%  ,  while  combine 
revenues  rose  only  29%-,  to  $2.6  billion. 

Despite  the  shakeup,  Bince  Gottwalc 
62,  says  he  doesn't  see  "any  probler 
with  the  board  per  se 
as  it  is  now.  He  gripe 
that  the  corporate  gov 
emance  concerns  forcei 
him  to  make  unneces 
sary  changes:  "Corpo 
rate  governance  issue 
have  evolved  [ti 
where]  people  sei 
shadows  in  the  fores 
whether  the  sun'; 
shining  or  not."  Mi 
Gottwald,  the  sun  i 
shining. 

By  Elizabeth  Lest 
in  Richmond,  Va. 
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NO  EXPERIENCE  NECESSARY 


Introducing  the  Brother  Super  PovuerNotef 
No,  it's  not  a  notebooii  computer, 
it  just  gets  the  job  done  WVs  one. 


Full  Function 
Word  Processing 

Spreadsheets 

Built  In 
3.5"  Disk  Drive 

Can  Take  You 
On-Llne 

Large  LCD  Display 

Easy  Pull  Down 
Menus 

Printer  Hookup 

Organizer/ 
Scheduler 

Business  Letters 
Software  Program 

Easy  To  Use, 
Full  Size  Keyboard 

Games 

Weighs  Just 
4  Pounds 


NO  BANK 
LOAN 
REQUIRED 

Expected  to  sell 
for  around 


299. 


While  it  looks  and  acts  like  a  $2,000  notebook  computer,  the  Super  PowerNote®  is  some- 
thing new.  It's  an  exceptionally  easy-to-use,  incredibly  low  priced  personal  electronic 
notebook,  with  all  the  features  and  functions  you  need  built  right  in.  its  word 
processing  and  spreadsheet  files  can  be  converted  to  the  major  PC  word  processing 
and  spreadsheet  programs.  Its  optional  modem  lets  you  go  on-line.  It  even  comes  with 
a  free  CompuServe®  trial.  With  a  Super  PowerNote,  you'll  be  up  and  running  in  no  time. 
And  you  won't  even  have  to  take  out  a  loan. 

Available  at:  J&R  Music  world  (1-8OO-221-8I8O).  Tops  Appliance  City, 
Sears  Brand  Central  and  Lechmere 

(ITEM  52128) 


■  H      H     We  re  at  your  Side. 

brother: 


News:  Analysis  &  Commentary 


chief  executive  of  .  the 
$5.7  billion  hospital- 
supply  company  that 
Baxtei',  based  in 
Deerfield,  111.,  will 
spin  off  next  year. 
This  time,  though, 
few  at  Baxter  are 
whispering  about  the 
boss's  qualifications. 

For  the  past  three 
years,  Knight  has 
been  resuscitating 
Baxter's  faltering 
U.  S.  hospital-supply 
operation,  the  slow- 
growing,  low-margin 
stepchild  of  a  1985 

$3.8   billion   merger  KNIGHT:  Nobody  is  grumbling 
with  American  Hospi-  abo2it  his  connections  now 
tal  Supply.  "He  has 


done  a  very  good  job  turning  around 
the  business — everything  from  cutting 
costs  to  improving  service,"  says  San- 
ford  C.  Bernstein  &  Co.  analyst  Ken- 
neth S.  Abramowitz. 
SQUEEZED  MARGINS.  This  is  no  glamour 
business:  Knight  peddles  bedpans  and 
surgical  gloves — the  sort  of  commod- 
ity products  that  managed  care  is 
squeezing  fiercely.  Still,  the  unit's  1994 


pretax  profits  were  u 
12%,  to  $474  millior 
on  sales  growth  c 
Just  3%.  How?  Knigh 
an  industrial  enginee 
and  a  Cornell  Univei 
sity  MBA,  launched 
new  cost-managemen 
and  risk-sharing  pre 
p'am  for  hospitals.  Es 
sentially  a  consultin 
service,  the  prograr 
helped  hospital  cus 
tomers  reduce  pur 
chasing  costs  by  20% 
Knight's  challeng 
now  is  to  build  thi 
consulting  operation 
into  a  big  profit  cer 
ter,  even  as  margin] 
on  the  products  it  dt 
livers  tighten  still  more.  The  young  ex| 
ecutive  thinks  independence  from  Bas 
ter  will  help.  "We've  been  taking  casl 
out  of  these  businesses  and  puttinJ 
them  into  medical  technologies,"  Knigh] 
says.  "Now,  we  can  make  the  invest! 
ment  bring  in  more  accounts  and  exl 
pand  service."  On  his  own  now,  the  ki(j 
could  truly  prove  his  mettle. 

By  Ron  Stodghill  II  in  Chicagi 


PEOPLE 


THE  LiniE  SCION 
THAT  COULD 

Lester  Knight  will  run 
Baxter's  $5.7  billion  spin-off 

When  Lester  B.  Knight  became 
pi'esident  of  health-care  giant 
Baxter  Intemational  Inc.'s  intra- 
venous-systems division  in  1989,  many 
old  hands  weren't  pleased.  Knight  was 
just  31 — a  tad  wet  behind  the  ears, 
thought  some,  to  run  a  $750  million 
business. 

Knight's  family  ties  didn't  dampen 
the  grumbling,  either.  His  father, 
Chai'les  F.  Knight,  is  chaii-man  of  Emer- 
son Electric  Co.  and  a  former  Baxter 
board  member.  His  grandfather  and 
namesake  was  a  prominent  ai-chitectui'al 
and  engineeiing  consultant.  "People  said 
that  if  Lester  hadn't  been  Chuck's  son, 
he  wouldn't  have  ascended  into  that 
job,"  says  one  foi-mer  employee. 

On  Nov.  28,  Knight  won  a  bigger 
promotion.  Now  37,  he  has  been  named 


EXECUTIVE  SUITE 


ADVANTAGE. 
KERKORiAN 

He's  forcing  changes  in  who 
runs  Chrysler  and  how 

Barely  two  days  after  his  summit 
meeting  with  billionaire  investor 
Kirk  Kerkorian,  Chiysler  Chairman 
Robert  J.  Eaton  was  sounding  more  like 
a  mediator  than  a  warrior.  After  stead- 
fastly opposing  a  board  seat  for  Ker- 
koiian  aide  Jerome  B.  York,  Eaton  now 
says  that  a  seat  for  York  is  at  least  a 
possibility.  "I  wouldn't  rule  out  any- 
thing," Eaton  says. 

The  comment  says  a  lot  about  the 
influence  Kerkorian  has  regained  over 
Chrysler.  Since  his  $20.5  billion  take- 
over bid  fell  flat  last  spring,  Kerkorian 
has  aimed  a  harsh  spotlight  on  how 
Chrysler  is  managed  and  its  money  is 
spent.  "Kerkorian  has  been  shrewd,  he's 
been  persistent,  and  he's  pushing  Chrys- 
ler to  consider  a  compromise,"  says  Uni- 
versity of  Chicago  business  professor 
Steven  Kaplan.  Neither  side  suggests 
a  board  seat  deal  is  near.  But,  com- 
ments York:  "It's  in  everybody's  interest 


to  reach  a  negotiated  settlement." 

Kerkorian  is  gaining  on  other  fronts. 
On  Nov.  22,  under  pressui'e  from  Kerko- 
rian, foiTner  Kmart  Corp.  Chairman  Jo- 
seph E.  Antonini  resigned  from 
Chrysler's  board.  A  proxy  fight  is  all 
but  certain  next  spring  if  York  doesn't 
get  his  seat  peacefully.  Another  indica- 
tion that  Kerkorian  has  the  undivided 
attention  of  Chiysler's  directors:  Robert 
J.  Lanigan,  retired  chau'man  of  Owens- 
Illinois  Inc.,  who  wields  influence  on  key 
board  committees,  attended  the  Kerko- 
rian-Eaton  summit  on  Nov.  20 — a  de- 
velopment a  source  close  to  Kerkorian 
calls  "very  positive." 

Lanigan  and  other  Chiysler  outside 
directors  also  are  in  the  midst  of  a  cor- 
porate governance  review — again, 
prompted  by  Kerkorian.  Items  likely  to 


be  on  the  agenda:  the  boai'd  seat  and  afl 
tered  nales  to  allow  Kerkorian  to  hujM 
more  stock.  "The  study  isn't  done,  anfl 
I'm  not  going  to  prejudge"  what  wilB 
be  decided,  Eaton  says.  He  concedeH 
that  "senior  management  is  obviousl™ 
involved"  in  the  study,  raising  questionH 
in  Kerkorian's  camp  about  its  objectivitjH 
But  Eaton,  who  called  the  shots  thaB 
sank  Kerkorian's  takeover  bid,  says  h( 
will  make  no  recommendations  himself 
"AN  EDUCATION."  Another  plus  for  Ker 
korian:  Directors  now  will  be  included 
Chrysler  says,  in  meetings  with  othe: 
major  shareholders,  including  giant  Fi 
delity  Investments,  which  also  owns 
14%  of  Chrysler  and  could  be  key  in  < 
proxy  fight.  "That  board  is  going  to  ge 
an  education,"  says  Ted  Shasta  of  the  in 
vestment  firm  Loomis,  Sayles  &  Co. 
also  a  big  shareholder. 

York  will  be  dogging  Eator 
every  step  of  the  way.  Th( 
onetime  Chrysler  chief  finan 
cial  officer  plans  to  meet  witl 
the  auto  maker's  top  40  share 
holders  over  the  next  tw( 
months  to  discuss  Kerkorian '.^ 
agenda.  Now,  if  he  can  just  get 
Eaton  to  accept  York  as  a  di 
rector,  Kerkorian  may  reallj 
be  able  to  share  some  of  th( 
driving  at  Chrysler. 

By  Bill  Vl-asic  in  Detroii 


SOFTENING? 

Eaton  stymied 
Kerkorian's 
takeover.  Now  he 
may  accept  York 
as  a.director 
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After  failing  to  program  his  VCR  for  the  last  time, 
Tiny  welcomed  the  simplicity  of  his  HP  ScanJet  scanner, 


.  ;  Introducing 
the  HP  ScanJet  4c 

FYom  set  up  to  start  up,  fhim 
software  installation  to  image 
c^ture,  the  HP  ScanJet  4c 
makes  the  whole  scanning 
process  easier.  2400-dpi  en- 
hanced resolution  (600-dpi 
optical),  internal  30-bit  color, 
and  1,024  levels  of  gray  pro- 
duce documents  that  are  rich, 
detailed,  and  impactful.  The 
HP  ScanJet  4c  also  includes 
image-editing  software,  OCR 
software  for  text  recognition, 
and  new  software  for  electronic 
file  distribution  and  manage- 
ment Fbr  more  information, 
call  1-800-SCANJET,  Ext.  1022.^ 


The  easiest  thing 
you'll  do  all  day. 


Istimaterl  I'.S.  retail  prici-.  A.  hiiil  \nn-< 
mUivi  us  on  Uic  Worid  Wiile  \\V!»  ji  http  / 


\:n\.  tin  Canada,  ciil!  l-Wl.lO-3S7-:i,sCi7,  Dept  2(i'>. 
vl)|.com^nfo/ia22  ^01995  Hewlt-n-Pacioinl  PK12580 


HEWLETT^ 
PACKARD 


News:  Analysis  &  Commentary 


COMPUTERS 

AIR  FORCE 
DOGFIGHT 

PC  makers  vie  for 
a  mammoth  contrac 


This  is  the  big  one— the  single  con- 
tract that  can  turn  a  computer  mak- 
er's fortunes  around  ovemight.  It's 
worth  some  $900  milUon  right  off  the 
bat,  and  it  influences  the  selections  of 
computer  buyers  throughout  the  feder- 
al govemment. 

Not  siuprisingly,  the  U.  S.  Aii'  Force's 
latest  personal-computer  contract, 
known  as  Desktop  V,  has  drawn  an  im- 
pressive crowd  of  contenders.  Among 
the  big-name  manufactwers  involved  in 


LAPTOP  GUN:  A  deal 
worth  $900  million 


the  bidding:  Compaq, 
Dell,  Digital  Equip- 
ment, Hewlett-Pack- 
ai-d,  IBM,  and  at&t. 

The  winners — two 
are  expected — could 
be  named  as  early  as 
mid-December.  They 
will  supply  the  Air 
Force  with  360,000 
machines  and  per- 
haps more.  For  the 
first  time,  the  con- 
tract will  include  lap- 
tops and  network- 
powering  servers, 
which  carry  far  richer  profit  margins 
than  plain-vanilla  desktop  machines. 
"VERY  INFLUENTIAL."  More  than  that, 
though,  the  contract  is  prized  for  its 
outsize  clout  on  the  U.  S.  government's 
$9.1  billion  computer  budget.  The  Air 
Force's  reputation  for  technical  excel- 
lence makes  Desktop  V  "veiy  influen- 
tial," says  Theresa  Garza,  a  vice-presi- 
dent at  Dell  Computer  Corp.,  whose 
products  are  included  in  several  bids. 
It's  a  critical  test  for  Zenith  Data 


Systems,  the  $1.3  billion  PC  division , 
France's  Groupe  Bull.  Zenith  Data  h 
won  or  split  three  of  the  first  four  P. 
Force  PC  contracts,  and  governme 
contracts  account  for  20%  of  its  tot 
revenues.  Since  it  shared  the  19 
Desktop  IV  contract,  though,  the  co 
pany  has  landed  just  one  major  fader 
win.  Meanwhile,  Dallas-based  Electro 
ic  Data  Systems  Corp.  (eds)  h 
snatched  four  major  government  i 
contracts  this  year  alone.  While  Zeni 
has  a  reputation  for  top-notch  servic 
EDS  has  tluived  by  submitting  two  bi( 
for  each  contract,  one  with  brand( 
equipment  and  a  second  with  chea 
no-name  machines. 

Whichever  company  wins  Desktc 
V  will  get  a  revenue  boost  at  a  tin 
when  consumer  PC  sales  growth  is  e: 
pected  to  slow  to  15%  in  1996  fro 
25%  this  year,  according  to  IDC/Lir 
Resources  Inc.  For  the  next  sever 
weeks,  then,  the  PC  industry  will  ha\ 
one  eye  trained  on  crucial  Christm; 
sales — -and  the  other  on  the  Air  Fore 
Secretary's  office  in  Washington.  Whic 
is  more  important?  Christmas  comt 
but  once  a  year.  The  government  ju; 
keeps  on  buying. 

By  Gary  McWilliams  in  Hons  to 


OFFERINGS 


THE  WRINKLE  IN 
REVLON'S  IPO 

Its  market  value  may  be  much 
lower  than  Perelman  expects 

It's  a  textbook  turnaround  case.  Since 
1992,  Revlon  Inc.'s  share  of  mass- 
market  cosmetics  has  soared  from 
14.7%  to  19.4%.  Revenues  jumped  11%- 
in  the  fii'st  nine  months  of  1995.  Now, 
Ronald  0.  Perelman  wants  his  payoff: 
Early  in  1996,  he  plans  to  raise  $150 
miUion  by  spinning  off  up  to  20%-  of  the 
crown  jewel  in  his  MacAndrews  & 
Forbes  empire. 

The  question:  Just  how  much  will  Wall 
Street  pay?  Revlon's  prospectus,  filed  on 
Nov.  17,  doesn't  indicate  a  possible  share 
price  or  implied  market  value,  and  the 
company  won't  comment.  But  sources 
close  to  Revlon  previously  have  said  it  is 
worth  $4.7  billion — 23  times  expected 
1995  cash  flow  and  thi-ee  times  sales. 
HARD-PRESSED.  That  will  be  a  stretch. 
Analysts  say  Revlon  hkely  is  worth  $3 
billion — or  mucli  less.  They  cite  the  Nov. 
17  initial  public  offering  of  cosmetics  rival 
Estee  Lauder  Cos.  Lauder  sold  off  a 


13%  stake  for  $398  miUion;  its  shares, 
initially  priced  at  $26,  cuirently  trade  at 
$35,  putting  its  worth  at  $4.3  billion. 

That  market  value  is  14  times  Laud- 
er's fiscal  1995  cash  flow  and  1.5  times 
sales.  If  Revlon  could  match  that  ratio, 
the  mai'ket  would  value  it  at  $2.9  billion. 
NationsBank  Corp.  analyst  Paul  Shaum 
says  the  companies  are  comparable. 
"What  has  happened  is  that  brands  with 
international  I'ecognition  are  very  valu- 
able, and  Revlon,  like  Lauder,  has  gi-eat 
brand  recognition,"  he  says. 

Some  investment  bankers,  though, 
think  Revlon  will  be  hard-pressed  to 
meet  Lauder's  standard.  Wliile  its  value- 
oriented  marketing  has  proven  highly 
effective,  the  company  canies  $1.6  billion 


KISS  OF  DEBT?  $1.1  billion  is  coming  due  in  '98 


in  pubHc  and  bank  debt  on  its  book 
with  another  $1.1  billion  at  Revlo 
Worldwide,  a  holding  company  for  Re^ 
Ion  Inc.  Service  on  the  Revlon  Inc.  del 
turned  an  $86  million  operating  prof 
into  a  $45  million  net  loss  for  the  nin 
months  ended  Sept.  30.  Setting  asid 
holding-company  debt,  Revlon's  valu 
would  be  a  mere  $1.3  biUion  once  th 
$1.6  billion  debt  is  subtracted.  Laude 
by  contrast,  has  just  $65  million  in  deb 
Perelman  ultimately  may  be  relieve 
to  get  whatever  he  can.  In  1992,  Revlo 
failed  to  pull  off  an  IPO  when  its  lacklusi 
er  earnings  met  a  sluggish  stock  mai'ke 
Now,  the  need  for-  fresh  capital  is  mor 
m-gent:  In  eai'ly  1998,  Perelman  will  hav 
to  refinance  Revlon  Worldwide's  deb' 
By  selling  less  than  20^ 
of  the  company,  moreove: 
he  can  raise  cash  whil 
continuing  to  consolidat 
Revlon  with  his  other  hole 
ings.  Tlie  strategy  can  pre 
duce  considerable  tax  sa\ 
ings  by  offsetting  profits  s 
one  company  against  losse 
at  another. 

But  is  Revlon  wort 
$4.7  billion?  A  price  tha 
high  is  vintage  Perelmar 
He  won't  likely  get  it. 

By  Leah  Nathans  Spir 
in  New  York 
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Imagine,  an  Editor 
iving  an  award  for  copying. 


Presenting  the  NP  6050:  Winner  of  the 
What  to  Buy  for  Business  Editor's  Choice  Award. 


When  the  editor  of  What  to  Buy 
for  Business  said,  "The  Canon 
MP  6050  has  a  number  of  characteristics 
:hat  will  endear  it  to  people  wanting 
>ome  very  high-volume  features  without 
paying  for  a  high-speed  platform," 
we  knew  we  had  ^ 
done  our  job.  IJL 

After  all,  we     ll  1<  IHTOK \S 
designed  the      Mm  CHOICIi 
NP  6050  to  give  every  business  the 
kind  of  high-speed,  high-volume 
document  processing  capability  they 
never  thought  they  could  afford. 


And  we  designed  it  with  a  level  of 
reliability  that  can  keep  an  office 
running  productively  for  years  to 
come. 

The  NP  6050  is  another  example 
of  the  kind  of  commitment  to  satisfying 
customer  needs  that  has  made  Canon 
the  number  one  copier  company  13 
years  running. 

To  find  out  more  about  the  Canon 
NP  6050,  call  1-800-OK-CANON. 
We  think  you'll  be  impressed  with  the 
copier  even  editors  have  recognized 
for  originality. 


When  the  rest  say  you  can't,  Canon 
says  you  can. 


)  1995  Canon  U.S. A., .Inc. 


Canon 


In  Business  This  Week 
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HEADLINER:  ISRAEL  COHEN 


A  GIANT  FOOD  FIGHT 


For  three  decades, Israel 
Cohen  dominated  Giant 
Food,  the  $3.7  bilhon 
supermarket  chain  his 
father  founded.  Co- 
hen's iron  will  and 
merchandising 
mastery  helped 
Giant  win  45% 
of  the  Washing- 
ton market. 

Cohen's  death 
on  Nov.  22,  at  83, 
may  have  an  equally 
profound  effect.  Indeed, 
the  chain  suddenly  is  the 
subject  of  intense  takeover 
speculation.  British  super- 
market leader  J.  Sainsbury 
already  owns  16.7%  of  Gi- 
ant, including  50%  of  the 
company's  voting  shares. 
The  other  half  of  the  vot- 
ing shares  are  part  of  Co- 
hen's estate,  which  his  will 


dictates  are  to  be  voted  by 
his  sister  and  four  longtime 
Giant  managers. 

Sainsbury,  which  al- 
ready owns  Shaw's 
Supennarkets  of 
East  Bridgewa- 
j  ter,  Mass.,  has 
made  no  secret 
of  its  interest  in 
building  a  na- 
tional U.  S.  su- 
permarket opera- 
tion. A  deal  may  not 
be  imminent:  Merrill  Lynch 
analyst  Gary  Vineberg 
warns  it  could  take  time 
for  the  two  sides  to  come 
to  an  agreement  on  price. 
But  Vineberg  figures  a  deal 
will  eventually  be  done, 
and  could  lift  the  company's 
public,  nonvoting  shares  by 
20%,  to  about  $40. 

By  Arny  Barrett 


TIME  IS  ON 
FEDEX'  SIDE 

ROUND    ONE    TO  FEDERAL 

express.  A  few  days  into  its 
contract  battle  with  the  Air 
Line  Pilots  Assn.,  FedEx  still 
was  delivering  more  than 
95%'  of  its  packages  on 
time — even  as  some  pilots  re- 
fused overtime  and  extra 
shifts.  A  dozen  major  catalog 
merchants  said  they  were 
satisfied  with  FedEx'  perfor- 
mance. But  the  timeliness  has 
been  costly.  To  keep  opera- 
tions moving,  FedEx  cut 
back  on  flights  to  Asia  and 
South  America,  leased  seven 
cargo  planes  and  their  crews 
to  stash  as  extras  at  key 
hubs,  and  dispatched  I'eplace- 
ment  pilots  to  hubs  where  it 
expected  union  interference. 
Aware  that  the  second  week 


CLOSING  BELL 


SCHOOL  DAZE 

The  Ignominy  of  it:  The 
schoolmaster  is  being  ex- 
pelled. Education  Alternatives 
has  pioneered  for-profit  man- 
agement in  public  schools. 
But  on  Nov.  30,  officials  in 
Baltimore,  where  ea  has  been 
the  target  of  performance 
and  financial  questions,  were 
expected  to  cancel  the  com- 
pany's $44  million  contract. 
The  company  is  also  tussling 
with  officials  in  Hartford,  ea 
says  the  city  owes  it  $9  mil- 
lion; the  balance  due  contrib- 
uted to  a  fiscal  first-quarter 
loss  of  $2.5  million. 


:)LnuuL  DU 


JCNE  2  NOV.  28 

DATA:  BLOOMBERG  FINANCIAL  MARKETS 


of  December  is  typically  the 
year's  busiest,  meanwhile, 
ALPA  leaders  were  mapping 
plans  to  stage  limited  strikes 
on  pivotal  days.  "This  is  go- 
ing to  have  a  cumulative  ef- 
fect," says  Will  Johnson,  a  un- 
ion spokesman. 

AETNA  DUMPS 
A  TROUBLED  UNIT 

AETNA    FINALLY    SOLD  ITS 

much-shopped  property-and- 
casualty  unit.  The  buyer: 
Travelers,  which  will  pay  $4 
billion  for  a  business  that,  be- 
fore this  year,  had  been 
wracked  by  huge  environ- 
mental claims  and  undei-per- 
forming  real  estate  loans. 
Post-deal,  Travelers  will  be  a 
powerftil  force  in  homeown- 
er, auto,  and  commercial  in- 
surance. And  Aetna,  which 
has  signaled  its  desire  to 
build  a  large  presence  in 
managed  care,  will  get  new 
capital  from  the  deal.  It  prob- 
ably will  use  the  proceeds  to 
shop  for  a  health  maintenance 
organization,  say  people  close 
to  the  company. 

A  BANKER 

THE  STREET  TRUSTS 

WALL  STREET,  WHICH  LOVED 

Frank  Newman  when  he 
was  CFO  of  Bank  of  Ameri- 
ca, seems  eager  to  rekindle 
the  affair.  Analysts  attend- 
ing a  Nov.  28  reception  with 
the  CEO-elect  of  troubled 
Bankers  Trust  left  im- 
pressed. "Newman  inspires 
confidence,"  said  Lehman 
Brothers  analyst  James  Ro- 
senberg. And  Bankers'  stock 
was  up  2Yk,  to  651^,  the  fol- 
lowing day,  in  part  because 
Newman's  comments  reas- 
sured some  analysts  fearful 
of  a  dividend  cut.  The  new 
guy  has  some  problems, 
though:  Brian  Walsh,  bt's  co- 
head  of  investment  banking, 
announced  he  will  leave  by 
yearend,  and  sources  say 
other  high-level  defections 
are  likely. 


DELTA  SWOOPS  IN 
FOR  A  LANDING 

VALU.JET  THOUGHT  IT  HAD  A 
deal  to  lease  10  landing  slots 
from  TWA  at  New  York's  La- 
Guardia  Airport  for  $480,000 
a  year.  But  on  Nov.  2,  Delta 
swooped  in  and  outbid  the 
smaller  carrier.  ValuJet  has 
sued  on  antitrust  grounds, 
saying  the  bigger  airlines 
wanted  to  keep  it  from  chal- 
lenging Delta's  New  York- At- 
lanta dominance  and  its  lu- 
crative Boston-New  York 
shuttle  routes,  twa  and  Delta 
deny  any  shenanigans.  But  in 
depositions,  they  admitted 
TWA  never  gave  ValuJet  a 
shot  at  a  counteroffer,  and 
Delta  bid  within  hours  when 
it  teamed  ValuJet  had  a  deal. 


ALinLE  SHORT 
AT  PACKARD  BELL 

COMPUTER  MAKER  PACKARD 

Bell  Electronics  has  a  cash- 


flow problem..  It  had  to  sell  ; 
20%  stake  in  July  to  Japan' 
NEC.  And  in  a  Securities  <S 
Exchange  Commission  filinj 
made  public  on  Nov.  27,  chip 
maker  Intel  said  it  had  con 
verted  to  a  loan  part  of  thi 
accounts  receivable  from  ; 
big  customer — widely  sus 
pected  to  be  Packard  Bell 
Still,  Packai-d  says  its  reve 
nues  will  rise  more  than  509 
over  last  year's  $2.9  billion 
and  some  analysts  say  it  wil 
gain  market  share. 

ETCETERA... 

■  Wells  Fargo  launched  itf 
hostile  tender  offer  fo: 
shares  of  First  Interstate. 

■  Toyota  will  build  a  new  $ 
billion  pickup-truck  factory 
near  Evansville,  Ind. 

■  IBM  will  buy  back  $2.5  bil 
lion  of  stock.  That's  a  total  o 
$7.5  billion  since  Jan.  L 

■  The  AARP  will  end  ai, 
exclusive  health-care  con'j 
tract  with  Prudentia 
Insurance. 
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'The  advantage  we 
give  our  clients  in 
emerging  economies 
isn't  just  that  we 
know  the  markets. 
It's  also  that  the 
markets  know  us." 


When  you're  doing  business  in 
emerging  markets,  it  helps  to  be 
known  -  by  potential  partners,  gov- 
ernment officials,  and  others  who 
can  make  or  break  a  deal.  Our  long- 
time involvement  in  virtually  every 
sector  of  these  markets  ideally  posi- 
tions us  to  share  insights  and  deliver 
successful  outcomes.  Consider  these 
recent  credentials:  we  were  sole 
lead  manager  for  Poland's  first  inter- 
national debt  issue  since  1989.  In 
South  America,  we  advised  on  the 
largest  M&A  transaction  (outside  of 
privatizations)  of  1995.  We  helped 
the  world's  largest  auto  maker  enter 
the  market  in  India,  where  joint 
ventures  of  our  own  give  us  a  unique 
presence.  As  a  trader  of  securities 
from  more  than  40  emerging  econ- 
omies, our  1994  volume  was  double 
that  of  our  nearest  competitor.  The 
fact  is,  no  other  firm  is  as  active 
across  the  board.  So  J. P.  Morgan 
clients  get  more  than  an  outpost  in 
the  emerging  markets.  They  get  a 
sponsor  who  can  help  them  connect 
with  the  right  information,  the  right 
opportunities,  and  the  right  results. 

Our  widely  followed  Emerging  Markets  Bond  Index 
Plus  IS  now  available  on  the  World  Wide  Web  at 
http  ://www.|pmorgan  .com 


J.P  Morgan  bankers  in  Bombay  with  joint  venture  colleague  (center) 


J  P  Morgan 


The  TI  Extensa  550CD.  At  Its  Price,  * 
The  Only  Thing  This  Multimedia  i 
Powerhouse  Doesn't  Have  Is  Competition! 


Sure,  you  might  find  other  portable  muhimedia  machines  priced  hke  the  new 
TI  Extensa  "  550CD,  but  they  probably  won't  have  Pentium  '  processors.  And  it  they 
do,  they're  not  Hkely  to  have  a  buih-in  CD-ROM.  But  that's  )ust  part  ot  the 
TI  E.xtensa  550CD's  superiority.  For  better  high-speed  video  and  optimal 
performance  for  CD-ROM  applications,  the  TI  Extensa  550CD  uses  the 
same  PCI  circuitry  tound  in  most  desktop  computers. 

There  is  also  the  extra  convenience  and  versatility  ot  the  removable 
CD-ROM  drive  which  allows  you  to  use  an  internal  floppy  drive,  or  to 
support  a  lithium  ion  battery  tor  longer  performance.  And  with  a  serial  infrared  port, 
the  TI  Extensa  550CD  can  print  or  share  files,  wirelessly.  To  find  all  the  capabilities 
of  the  new  Texas  Instruments  Extensa  550CD  at  its  price  is  extraordinary. 

To  get  these  capabilities  working  tor  you 
or  to  find  out  about  our  other  models,  call     ^^f^  T'E)0\.S 

Instruments 


1-800-TI-TEXAS.  E-mail:  2ti@msg.ti.com. 
Internet:  (http://www.ti.com). 


E-xtensa  and  "Start  Doing  Extraordinarv  Things  "  are  trademarks  of  Texas  Instruments.  Pentium  and  the  Intel  Inside  logo  are  regis- 
tered trademarks  of  Intel  Corp.  Microsoft,  Windows  and  the  Windows  logo  are  registered  trademarks  of  Microsoft  Corp.  ©  1995  TI. 
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ilTED  BY  OWEN  ULLMANN 


;OULD  THE  GANG  OF  SEVEN* 
TEAL  THE  BALL  FROM  CLINTON? 


111  year  long,  as  President  Clinton  veered  toward  the  po- 
litical center,  his  advisers  sweated  bullets  about  a  chal- 
lenge from  restive  Democrats  on  the  left.  So  imagine 
eir  surprise  at  the  news  that  retiring  Senator  Bill  Bradley 
-N.J.),  former  Democratic  Presidential  aspirant  Paul  T^on- 
s,  and  a  clutch  of  other  moderates  were  plotting  a  guerril- 
assault  from  the  center — ^just  in  time  for  1996. 
The  five  Democrats  and  two  independents  are  pushing 
agenda  that  blends  fiscal  conservatism  with  social  liberal- 
n.  It  includes  "honest"  deficit  reduction  that 
raps  the  Republican  Party's  tax  cuts  but 
quires  means  testing  and  higher  investment 
turns  from  trust  funds  for  Medicare  and 
icial  Security.  Also  on  the  list:  political  re- 
rm.  environmental  protection,  and  free  trade. 
Neither  political  party  is  dealing  responsibly 
ith  the  issues,"  gripes  one  of  the  rebels,  for- 
er  Minnesota  Representative  Timothy  J. 
mny,  a  Democrat.  "We  need  to  bring  more 
!finition  to  what  is  meant  by  a  middle-of- 
e-road  third  way." 

But  to  keep  from  being  httle  more  than  an- 
her  elitist  think  tank,  the  "Gang  of  Seven"  is 
aving  open  the  possibility  that  one  of  them 
ill  run  for  President  as  an  independent.  "It's 

preliminary  enterprise,"  concedes  former 
olorado  Senator  Gaiy  W.  Hart. 

A  viable  centrist  candidate,  especially  a  veteran  Democrat, 
luld  prove  devastating  to  Clinton.  He's  counting  on  attract- 
g  enough  moderate  voters  to  turn  back  a  conservative  Re- 
ibHcan  challenger  But  despite  their  intellectual  fii'epower, 
le  plotters  face  daunting  obstacles.  For  starters,  the  gi'oup 

woefully  strapped  for  cash,  charisma,  and  citizens  to  over- 
)me  the  duopoly  held  by  Democrats  and  the  GOP.  "These  are 
enerals  without  any  troops,"  says  one  associate. 

What's  more,  the  generals  have  plenty  of  battle  scars, 
ormer  Connecticut  Governor  Lowell  P.  Weicker  Jr.,  a  Repub- 


BRADLEY:  A  centrist  assault 
on  the  Democratic  Party 


lican  turned  independent,  is  a  tart-tongued  maverick  with  a 
long  list  of  political  enemies.  Bradley,  a  somber  policy  wonk, 
is  stepping  down  rather  than  face  another  stiff  Senate  race — 
and  he  shows  no  eagerness  to  challenge  CUnton.  T^ongas  is  a 
cancer  survivor  whose  issues-oriented  campaign  fizzled  with 
voters  in  '92.  Deep-thinker  Hart  is  still  dogged  by  the  sexca- 
pade  that  sank  his  1988  Presidential  nm. 
ISSUE  ENFORCERS.  Other  members  of  the  centrist  cabal — 
Penny,  ex-Coloi-ado  Governor  Richard  D.  Lamm,  and  Maine's 
independent  governor,  Angus  S.  King  Jr. — lack 
national  identity.  "This  is  a  point  in  history 
where  a  credible  third-paity  candidate — as  Col- 
in Powell  showed — could  get  wide  support," 
says  a  top  Democratic  strategist.  "This  group  is 
ill-prepared  to  capitalize  on  the  opening." 

This  doesn't  mean  the  effort  won't  yield  re- 
sults. By  pushing  a  substantive  policy  agenda, 
Bradley  &  Co.  could  force  Clinton  and  gop 
frontrunner  Bob  Dole  to  honestly  address  is- 
sues that  concern  centrist  swing  voters,  such 
as  education,  globalism,  and  campaign  reform. 

Short  teiTn,  the  biggest  winner  may  be  Ross 
Perot's  Reform  Paily,  which  has  the  gi'ass-roots 
structure,  money,  and  foot  soldiers  Bradley's 
band  lacks.  Russ  Vemey,  executive  director  of 
United  We  Stand  America,  says  the  seven  re- 
flect "an  extraordinarily  deep  feeling  among  the  American  peo- 
ple that  our  two-paity  system  is  a  failiu-e."  Indeed,  a  recent  Los 
Angeles  Times  poll  found  that  43%  of  voters  would  consider  an 
independent  for  President — up  from  29%  in  Januaiy. 

For  now,  consider  the  insm-gency  a  warning  shot  at  the 
Demociatic  Establishment,  much  as  Perot  aims  at  Republicans. 
"If  all  these  things  that  concern  us  can  get  resolved  within  the 
two-party  system,  that's  all  for  the  good,"  says  T^ongas.  But  if 
Democrats  opt  for  business  as  usual,  the  new  centrists'  ideas 
could  overcome  then-  charisma  deficit — and  fuel  a  third  force. 

By  Richard  S.  Dnnhani  and  Lee  Wcdczak 


CAPITAL  WRAPUP 


TREASURY  FLAnENS  ARMEY 

►  Flat-tax  fans  are  cheering  new 
Treasury  Dept.  estimates  showing 
that  House  Majority  Leader  Richard 
K.  Armey's  no-deduction  reform  plan 
could  match  current  federal  revenues 
with  a  21%  rate.  That's  down  from 
Treasury's  previous  revenue-neutral 
rate  of  23%  and  closer  to  Armey's 
proposal  of  a  17%  rate.  But  Treasury 
aides  say  their  estimate  changed  be- 
cause of  Armey's  own  revisions,  in- 
cluding smaller  personal  exemptions 
and  elimination  of  earned-income 


credits  for  the  working  poor.  "He's 
making  the  system  more  regressive," 
says  an  Administration  official. 

I  FEEL  YOUR  VALUES 

►  GOP  leaders  Bob  Dole  and  Newt 
Gingrich  claim  to  stand  for  the  aver- 
age American's  values.  But  a  Nov.  27 
Harris  Poll  suggests  otherwise:  56%  of 
respondents  share  values  "a  lot"  or 
"some"  with  President  Clinton.  Only 
39%  say  the  same  about  Senate  Major- 
ity Leader  Dole — the  same  percentage 
Corporate  America  gets.  House 
Speaker  Gingrich  rates  a  mere  29%. 


FRIENDLY  TURF  FOR  MODELL? 

►  Cleveland  Browns  owner  Art 
Modell  is  hoping  Congress  will  punt 
on  any  attempt  to  block  his  NFL  team 
from  moving  to  Baltimore.  Senate  Re- 
publicans, who  held  a  Nov.  29  hearing 
on  the  issue,  normally  oppose  free- 
market  intervention.  But  just  in  case, 
Modell  has  a  defensive  secondary: 
money.  The  Center  for  Responsive 
Politics,  a  campaign-watchdog  group, 
says  the  Modell  family  and  team  em- 
ployees have  given  $110,250  to  con- 
gressional candidates  since  '79. 


s  good. 


Quarterly  projections  look  promising.  Profit  margins 


are  holding  steady.  Your  customers  seem  happy. 


There's  no  reason  to  change  anything.  Except, 


maybe,  to  get  rid  of  the  backlog  in  Order 


Processing.  Or  to  get  Production  more  in  sync  with 


Sales.  Or  to  speed  up  the  way  information  is 


shared.  Or  to  get  your  people  more  involved 


in  your  business.  So  you  start  to  think.  Maybe  it  is 


time  for  a  change.  Maybe,  just  maybe, 


SAP  makes  integrated  applications 
software  that  can  improve  the  way 
even  successful  companies  do 
business.  With  it,  information  is 
shared  immediately,  so  operations 
become  synchronized.  It's  already 
helping  people  at  Autodesk,  Inc., 
Borden,  Inc.,  Elf  Atochem  North 
America  and  a  few  thousand  other 
organizations  around  the  world  work 
together  like  never  before.  And, 
yes,  business  is  definitely  better. 
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OUTCRY:  SeoM? 
marchers  protest  th 
Kwangju  killings 


IS  5 


SOUTH  KOREA 


SHOWDOWN 
IN  KOREA 

The  scandal  sparks  a  fight  to  shape  the  nation's  destiny 


For  weeks,  South  Koreans  have 
been  transfixed  by  the  spectacle  of 
foiTner  President  Roh  Tae  Woo  be- 
ing ruined.  The  former  four-star 
general  now  spends  his  time  in  a  giim, 
40-square-foot  cell  as  he  awaits  a  Dec.  4 
indictment  on  bribery  charges.  At  the 
same  time,  chieftains  of  Korea's  biggest 
conglomerates  have  been  paraded 
before  prosecutors  on  suspicion  of 
contributing  to  Roh's  $650  million 
slush  fund. 

But  charges  of  mere  bribery 
have  now  been  overshadowed.  At 
4  p.m.  on  Nov.  24,  stunned  Kore- 
ans watched  tele\ased  reports  that 
President  Kim  Young  Sam  had 
ordered  the  prosecution  of  Ruh 
and  Roh's  predecessor,  Chun  Don- 
Hwan,  for  theii"  alleged  involve- 
ment in  the  May,  1980,  Kwangju 
incident.  Troops  shot  and  killecl  at 
least  200  people  and  wounded 
thousands  in  the  incident,  which 
carries  the  same  explosive  emo- 


tional meaning  that  Tiananmen  Square 
does  for  China. 

In  so  doing,  Kim  has  dramatically 
raised  the  stakes,  transfonning  the  brib- 
ery scandal  into  a  battle  to  shape  Korea's 
destiny.  Reopening  the  Kwangju  incident 
signals  his  detennination  to  pemianently 
discredit  the  entu'e  militaiy-backed  polit- 


ERSTWHILE  ALLIES:  President  Kim  (right)  denies  he 
received  any  ca))ipaign  money  from.  Roh's  shish fund 


ical     Establishmei  1'°' 
that  persecuted  hir 
then  put  him  in  pow( 
by  making  him  t\ 
ruling  party's  19! 
presidential  candidal 
At  the  same  tim 
-T^^i         prosecutors  will  ii 
•^k      diet — and  perhaj 
.  jail — so  many  chaeh 

'  ^  leaders  that  it  coul 
alter  the  relationshi 
between  governmei 
and  business.  "This 
going  to  shape  the  hi: 
tory  of  Korea,"  saj 
University  of  Pennsy 
vania  political  scienc  W 
professor  Lee  Chonj 
Sik.  "It  could  be  a  mc 
ment  for  Korea  to  n 
oiient  itself,  in  terra  ft 
of  the  relationship  between  politics  an 
business,  and  in  many  ways  shape  th 
futiu*e  of  politics." 

BIG  RISKS.  So  the  pressui'e  will  mount  o 
the  leaders  of  Samsung,  Hyundai,  L( 
Daewoo,  and  other  top  groups  to  she  K 
their  autocratic  management  styles  an 
promote  more  professional  managersfcis 
The  mood  inside  the  chaebol  is  somber  a 
executives  woriy  about  possible  govern  !ti 
ment  proposals  to  require  them  to  ap 
point  more  outside  directors  to  thei 
boards.  Seoul  could  also  deny  financing  t 
gToups  where  founding  families  refusi 
to  cede  control  to  professionals. 

But  there  are  major  risks  facing  Kim' 
effort  to  remake  his  countiy's  economi 
and  political  landscape.  One  is  that  hi 
himself  could  be  tainted.  Because  he  wa 
a  candidate  of  the  niling  Democratic  Lib 
eral  Paily  in  1992,  many  experts  believi 
his  candidacy  benefited  from  Roh's  slusl 
fimd,  which  he  has  repeatedly  denied 
At  least  temporarily,  Korea' 
economic  momentum  also  couk 
suffer  as  the  top  30  chaebol,  whicl 
accoimt  for  14%  of  gross  domestic 
product  on  a  value-added  basis 
gTapple  with  the  corruption  charg 
es.  Growth  of  9.3%  already  is  ex 
pccted  to  soften  to  7%-  over  th( 
next  two  year's.  Even  though  Dae 
woo  has  been  able  to  proceed  vntl 
a  $1  billion  auto  deal  in  Poland 
there's  little  question  that  cliae- 
hoi  leaders  ai"e  preoccupied.  "Thif 
is  something  we  didn't  need  al 
this  critical  juncture  when  we  art 
just  launching  our  globalizatior 
plan,"  confides  one  Samsung  exec 


52  BUSINESS  WEEK  /  DECEMBER  11,  1995 


Another  risk  is  pure  emotionalism, 
ei'e  is  huge  bitterness  between  Kim 
1  his  predecessors  arising  fi'om  inci- 
its  surrounding  the  assassination  of 
jsident  Park  Chung-Hee  in  1979.  Dur- 
;  the  turmoil,  Chun — then  an  army 
jor  general — consolidated  power  with 
h's  help.  Their-  junta  arrested  oppo- 
nts,  including  Kim.  He  was  under 
ase  arrest  for  more  than  three  years 
■ore  a  hunger  strike  neai'ly  killed  him. 
Ironically,  the  ruling  paity  tapped  Kim 
their  candidate  on  the  expectation 
it  he  would  go  easy  on  past  transgi'es- 
ns  in  exchange  for  a  taste  of  power, 
ay  Kim  chose  this  moment  to  reopen 
'.  wounds  is  the  subject  of  intense  spec- 
ition.  Government  sources  say  he 
mged  his  mind  after  Roh  confessed  to 
issive  coiTuption  on  national  TV  on  Oct. 
The  Pi'esident's  allies  argue  that  when 
steps  down  in  February,  1998,  he 
ints  to  be  a  young  woong,  or  hero, 
10  put  his  stamp  on  Korean  democracy. 
IIPPING  UP.  But  opposition  parties,  pai"- 
ularly  the  National  People's  Congi'ess 
1  by  ai'chrival  Kim  Dae-Jung,  say  the 
esident  is  as  guilty  as  any  other  cor- 
pt  politician.  In  their  view,  Kim  is 
lipping  up  the  Kwangju  incident  to 
aw  attention  away  from  accusations 
at  he  received  political  fimds  fi'om  Roh. 
No  matter  how  Machiavellian  his 
:enda  might  be.  President  Kim  has  a 
•tter-than-even  chance  of  pulling  it  off, 
Drea  watchers  say.  Odds  are,  for  ex- 
nple,  that  he  will  be  able  to  piu'ge  at 
ast  50%  of  the  cuiTent  National  As- 
mbly  members  who  belong  to  his  par- 
■.  By  bringing  in  younger  faces,  he 
)pes  to  bolster  his  own  party,  which 
ould  leave  him  in  a  kingmaker  role 
'en  after  he  steps  down. 
Precisely  how  Kim  attempts  to  re- 
lape  the  chaebol  will  depend  in  large 
ut  on  how  vigorously  prosecutore  press 
leir  cases.  On  Nov.  26,  they  indicted 
hung  Tae-Soo,  chairman  of  Hanbo  Steel 
General  Construction  Group,  for  al- 
gedly  giving  $13  million  to  Roh.  He 
asn't  immediately  jailed,  and  others  of 
le  24  chaebol  chiefs  who  have  been 
iteiTogated  saw  that  as  a  sign  of  le- 
iency.  But  then,  in  a  sudden  turn  on 
fov.  29,  Chung  was  detained. 
Although  prosecutors  aren't  comment- 
ig,  it  appears  they  will  physically  detain 
nly  the  tycoons  they  believe  lied  diuing 
uestioning  or  who  paid  particularly  ex- 
rbitant  bribes.  Government  som-ces  say 
ley  won't  take  any  action  that  would  re- 
ult  in  dismantling  the  chaebol  because  it 
Aould  cripple  the  economy,  says  Hong 
ae-Hyvmg,  Deputy  Prime  Minister  for  fi- 
ance and  economy:  "We  want  the  chae- 
ol  to  act  voluntarily  and  I'educe  their 
ower  and  position  in  the  economy." 

There  are  clearly  some  signs  of 
hange.  The  Koo  family,  which  founded 


LG  Group,  has  delegated  more  authority 
to  professional  managers.  On  Nov.  29, 
the  gi'oup  announced  it  would  no  longer 
give  special  considei'ation  to  vendors  and 
subcontractors  operated  by  r-elatives  of 
the  founding  family.  "We  want  the  sys- 
tem to  be  transparent,"  says  Chairman 
Koo  Bon-Moo,  son  of  the  founder 

At  the  end  of  the  day,  few  experts 
believe  Kim's  housecleaning  will  perma- 
nently injui'e  the  economy.  Far*  from  see- 
ing a  country  at  risk  of  meltdown,  most 
experts  argue  that  the  current  uphea- 
val is  part  of  a  long-teiTn  restructiuing 
that  will  make  Korea  more  competitive. 
G.  Paul  Matthews,  president  of  San 
Francisco-based  Matthews  Intemational 
Capital  Management,  which  holds  about 
$30  million  in  Korean  stocks,  ai'gues  that 
greatly  diminished  dirty-money  flows  be- 

KOREA'S  SYSTEM 
IN  TRANSITION 

AN  ERA  CRUMBLES 

1979  President  Park 
Chung-Hee,  a  mili- 
tary dictator,  is 
assassinated.  Gen- 
erals led  by  Chun 
Doo-Hwan  (right) 
and  Roh  Tae  Woo 
take  power.  Chun, 
as  President,  maintains  tight  gov- 
ernment-business linkages. 

VIOLENCE  IN  THE  STREETS 

MAY,  1980  Military  crushes  street 
demonstrations  in  southwestern 
city  of  Kwangju,  killing  and  injur- 
ing hundreds,  perhaps  thousands. 


WINDS  OF  CHANGE 

1987  Chun's  ruling  Democratic 
Justice  Party  supports  Roh  to 
become  President.  He  wins  in 
a  relatively  open  election. 

THE  ADVENT  OF  DEMOCRACY 

1992  Renamed  Democratic  Liberal 
Party  taps  longtime  opposition 
leader  Kim  Young  Sam  to  become 
its  presidential  candidate.  He  is 
first  civilian  to  win  in  open  vote. 


tween  goverTiment  and  business  repre- 
sent a  kind  of  privatization.  "A  lot  of 
these  privately  held  chaebol,  because  of 
their  close  relationships  with  govern- 
ment, have  been  organs  of  govermment 
in  some  respects,"  he  says.  "Now  we 
may  have  a  more  level  playing  field." 

That  implies  a  Korea  moi'e  open  to 
foreigner's  at  the  same  time  that  its  ovvti 
companies  are  stronger  internationally. 
It  suggests  a  further  step  towar'd  a  more 
r'obust  democracy.  The  pr-ocess  may  ap- 
peal- messy,  and  ther-e  is  the  risk  that  in- 
vestigations could  spiral  out  of  control. 
But  by  playing  such  a  high-stakes  game, 
Kim  is  determined  to  reshape  the  Korea 
that  enters  the  21st  centuiy. 

By  Laxmi  Nakarmi  in  Seoul,  with 
Steven  Bndl  in  Tokyo  and  William  J. 
Holstein  in  New  Yoyic 

POLITICAL  STRAINS 

1993  Tensions  develop  between 
Kim's  reform  wing  of  the  ruling 
party  and  a  wing  dominated  by 
former  military-backed  officials. 

ATTACKING  THE  OLD  ORDER 

OCTOBER,  1995  Prosecutors  believed 
sympathetic  to  Kim  attack 
allegedly  corrupt  practices  of 
Roh  and  top  business  leaders. 
Archenemy  Kim  Dae-Jung  admits 
accepting  tainted  funds. 


Daewoo's  Kim  Woo-Choong  and 
Samstmg's  Lee  Kun-Hee 

HUMILIATION 

NOV.  16,  1995  Roh  is  arrested  and 
goes  to  jail  for  amassing  a  $650 
million  slush  fund. 

OPEN  WARFARE 

NOV.  24,  1995  Kim  orders  prosecu- 
tions in  Kwangju  incident,  setting 
stage  for  a  full-scale  assault  on 
forces  that  put  him  in  power. 

BUSINESS 
ON  DEFENSIVE 

NOV.  26,  1995 

Chung  Tae-Soo, 
chairman  of 
Hanbo  Group, 
is  indicted  on 
bribery  charges. 
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NICE  OFFICE:  Fund  man 
ager  Kozeny,  Arbess,  an 
Dingman  in  Lyford  Cay 
the  Bahamas 


CZECH  REPUBLIC 


AN  ISLAND  BREEZE 
BLOWS  IN  PRAGUE 

Mike  Dingman  takes  on  Czech  industry-from  the  Bahamas 

M 


ichael  D.  Dingman  sits  in  his 
bungalow  office  in  the  Bahamas, 
his  bare  legs  propped  on  a  chair 
and  coconut  jjalms  swaying  out- 
side his  window,  when  a  call  comes  in 
from  Prague.  The  lanky  64-year-old 
picks  up  the  phone,  tums  to  his  young 
partner,  who  is  dressed,  like  Dingman, 
in  khaki  shorts.  "Viktor,"  he  asks,  "do 
we  have  it  under  control  or  not?"  Red- 
haired  and  luddy  fi"om  the  tropical  sun, 
Viktor  Kozeny,  32,  nods  reassuringly. 
"My  people  have  the  proxies,"  he  an- 
swers in  a  heavy  Czech  accent. 

Kozeny,  a  controversial,  self-exiled 
Czech  money  manager,  tums  out  to  be 
right.  P"'oui'  days  later,  on  Nov.  21,  East- 
em  Europe's  fii'st  corporate  proxy  fight 
since  the  fall  of  communism  ends  in  vic- 
tory for  this  pail"  of  supenich  investors. 
In  a  bitter  battle  with  a  Swedish  paper 


company,  Kozeny  and  Dingman — the 
former  president  of  AlliedSignal  Inc. — 
have  taken  control  of  Sepap,  a  $300  mil- 
lion paper  producer  that's  one  of  the 
privatized  gems  of  Czech  industiy. 
SLASHER?  The  DingTnan-Kozeny  victory 
was  a  jolting  lesson  in  the  ways  of  Wall 
Street  for  East  European  managers. 
After  winning  57%  of  the  votes.  Ding- 
man's  Heutenants  instantly  removed 
Sepap's  top  five  executives,  ceo  Tomas 
Sabatka  was  clearly  shocked.  Three 
days  earlier,  he  had  mentioned  "stories 
about  Wall  Street  shai'ks"  but  declared 
that  Dingman  wasn't  one  of  them. 

Whether  Dingman  qualifies  as  one 
depends  on  whom  you  talk  to.  He's  a 
veteran  turnaround  expert,  widely  ad- 
mired by  many  U.  S.  managers  for  his 
30  years  of  transforming  corporate 
losers  into  winners.  Yet  some  investors 


criticize  his  bewildering 
nancial  maneuvers  for  ei 
riching  insiders  more  th 
stockholders.  Now,  Eastei 
Europe  is  in  for  a  binge 
Dingman-style  restructu 
ing,  and  some  Czechs  fe; 
he  and  Kozeny  are  out 
make  a  fast  konma  and 
slash  and  burn — and  dui 
v\'orkei's — to  do  it. 
V  From  their  island  stroni 
I  liold,  the  pair  say  the  S' 
pap  takeover  marks  th 
kickoff  of  a  grand,  Ion 
planned  strategy.  Usi: 
stock  purchased  by  Din 
man's  personal  investme: 
vehicle,  Stratton  Group,  an 
Kozeny's  Prague-based  f 
nancial  group,  Harvar 
Capital  &  Consulting,  the 
intend  to  take  control 
other  Czech  companies,  i 
ject  Western  financial  an 
marketing  savvy,  and  merge  them  into 
powerful  conglomerate. 

Already,  Dingman  and  Kozeny  ow 
stakes  in  10  Czech  companies,  from 
glassmaker  to  the  brewer  of  Pilsne 
Urquell  beer  (table,  page  58).  Partly  b 
buying  shares  fr-om  Kozeny's  30  mutu; 
funds  and  partly  by  open-market  pui 
chases,  Stratton  will  invest  $140  millio 
of  Dingman 's  personal  fortune  in  Czec 
companies — ^just  for  starters,  he  say 
He  says  he  expects  to  add  investmen 
funds  from  wealthy  friends,  includin 
coii^orate  raider  Ronald  0.  Perelman 
Despite  the  misgivings  of  som 
Czechs,  many  of  the  countiy's  leader 
are  delighted  that  cutthi'oat  capitaUsr 
may  sharpen  the  edge  of  their  "velve 
revolution."  Stratton  Group  "is  helpin 
to  create  a  new  dynamism,"  says  Czec 
Economy  Minister  Karel  Dyba.  In  th 
Czech  Republic,  1,900  companies  ar 
now  owned  by  throngs  of  passive  in 
vestors — both  funds  and  individuals- 
who  can't  make  the  hard  decisions  t 
boost  efficiency.  That's  one  reason  Czec 
unemployment  is  a  mere  3%.  Industiy  i 
ripe  for  consolidation,  "like  America  a 
the  turn  of  the  century,"  says  Kozen.v 
who  has  a  bachelor's  degi-ee  in  econom 
ics  from  Harvard  University. 

Amazingly,  Dingman  never  set  foot 
in  the  Czech  Republic  until  the  end  o 
November,  when  he  traveled  to  Pragiu 
to  throw  a  reception  for  governmenl 
and  business  leaders.  But  he  has 
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funds  under  management,  what 
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All  the  people  working  with  AXA  in 
23  countries  on  4  continents  are 
committed  to  devising  better 
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well-grounded  partner  in  Kozeny,  who 
five  years  ago  was  a  modest  Prague 
financial  consultant,  living  in  a  one-bed- 
room attic  flat.  Today,  he's  undoubtedly 
the  richest  Czech,  worth  $200  million 
by  one  estimate. 

That  wealth  came  from  an  audacious 
gamble.  In  1991,  eveiy  Czech  had  the 
right  to  buy  a  .$35  book  of  privatization 
vouchers,  convertible  into  company 
shares  of  their  choice.  Kozeny, 
who  had  advised  the  Czech  gov- 
ernment on  privatization,  wa^ 
sure  that  share  prices  wouli! 
soar.  So  he  bought  advertise- 
ments promising  a  tenfold  re- 
turn in  one  year  to  those  who 
paid  him  a  management  fee  to 
invest  their  vouchers,  and 
820,000  Czechs  did  so.  Ti-ouble 
was,  Kozeny  had  no  money.  Only 
if  the  bourse  boomed  could  he 
pay  his  $250  million  obligation. 
Luckily  for  him,  prices  jumped 
sixtyfold.  His  mutual  funds  now 
control  15%  of  the  Prague  stock 
market. 

State  investigators  smelled  a 
scam — although  there  wasn't 
one — and  giilled  Kozeny  repeat- 
edly. Fed  up  and  risking  airest, 
he  left  for  the  Bahamas  because 
of  its  "low  taxes  and  good 
weather,"  he  says.  Kozeny  has 
purchased  a  lavish  home  in  a 
gated  community,  with  a  front 
lauai  that  slopes  to  the  sea  and  a 
Rolls-Royce  in  the  garage. 
MR.  FIXIT.  Back  in  Prague,  1,000 
employees  now  work  for  his  mu- 
tual funds  and  insurance  busi- 
ness. But  Kozeny  won't  be  re- 
turning to  Prague,  even  though 
Czech  authorities  say  that  he's 
free  to  come  back  with  no  fear 
of  prosecution.  "This  is  my  home 
now,"  he  says.  His  neighbors  in  Lyford 
Cay,  near  Nassau,  are  the  rich  and  fa- 
mous: actor  Sidney  Poitier,  mutual-ftmd 
manager  John  M.  Temple  ton — and  Mike 
Dingman.  Dingman  met  Kozeny  at  a 
dinner  party  two  years  ago  and  says 
he  became  intrigued.  "He  reminded  me 
of  myself  when  I  was  his  age,"  says 
Dingman. 

At  that  age,  college  dropout  Ding- 
man had  left  his  bizarre  first  job — sell- 
ing flagpoles — and  had  risen  at  a  Wall 
Street  investment  firm.  One  client  was 
a  near-bankrupt  industrial  hodgepodge 
called  Equity  Corp.  Dingman  moved 
in,  dumped  hopeless  units,  and  trans- 
formed it  into  Wheelabrator-Frye,  a 
successful  builder  of  industrial  plants. 
His  success  as  Mr.  Fixit  later  landed 
him  at  Henley  Group,  a  trash  bin  foi- 


35  unwanted  AlliedSignal  units  that 
became  known  as  "Dingman's  dogs." 
Through  a  blizzard  of  makeovers,  spin- 
offs, and  buybacks,  he  salvaged  many 
of  them — and  gi-ew  rich. 

Dingman  dismisses  talk  that  Henley 
was  an  exercise  in  asset  shuffling.  Sip- 
ping Scotch  aboard  his  elegant  new  115- 
foot  yacht,  Dingman  insists  that  in- 
vestors who  held  Henley  shares  from 


PAPER  PLAY:  The  recently  privatized  Sepap  plant 


Major  Czech  holdings  of 
Dingman  and  Kozeny 
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WHAT  DINGMAN  MAY  DO  WITH  IT 

SEPAP 

Pulp  &  paper 

51% 

Acquire  Russian,  other 
paper  companies 

SPOLANA 

Chemicals 

30 

Find  joint  venture  for 
excess  capacity 

BIOCEL  Pulp 

36 

Diversify  into  paper 

PLZENSKE 
PIVOVARY  Beer 

31* 

Develop  global 
marketing  strategy 

SKLO  UNION 

Glass 

57 

Reshape  its  financial 
structure 

*Kozeny  stake  only 
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its  1986  birth  to  its  1992  liquidation 
made  fivefold  gains  and  that  some 
strong  companies  emerged,  such  as 
Fisher  Scientific,  a  respected  makei-  of 
medical  equipment. 

Following  Henley's  hquidation,  Ding- 
man briefly  indulged  his  fantasy  of  be- 
coming a  professional  race-car  driver 
But  after  a  finend's  accident,  Dingman's 
wife  Betsy  balked,  he  quit  racing,  and 
the  couple  settled  down  in  the  Ba- 
hamas. Restless  and  gregarious,  Ding- 
man couldn't  retire.  Meeting  Kozeny 
seemed  like  fate.  The  two  men  talked 
endlessly  for  about  a  year,  Dingman  re- 
calls, and  gi-adually  forged  their  East 
European  alliance. 

Their  partnership  makes  eminent 
sense.  Mutual  funds  are  restricted  by 
Czech  mles  h-om  owning  more  than  20% 


of  a  Czech  company,  but  individuals — h 
eluding  foreigners  such  as  Dingman 
aren't  limited.  Kozeny  brings  Dingma 
big  stakes  in  companies  and  intimat 
knowledge  of  Czech  industry.  For  h 
services,  Kozeny  will  get  10%  of  Dinj 
man's  profits. 
BUYING  CREAM.  These  island  exiles  als 
have  a  strong  partner  in  Prague:  Danii 
J.  Ai'bess,  an  energetic  Canadian  lawyt 
who  until  October  was  the  to 
global  privatization  expert  ( 
U.  S.  law  firm  White  &  Case. 
Prague  resident  since  1990,  h 
is  widely  respected.  "If  M 
Ai-bess  is  engaged  in  [Stratton 
that's  good  enough  for  me,"  say 
Tomas  Jezek,  chairman  of  th 
Czech  Parliament's  budget  con 
mittee.  Dingman  calls  Arbess  hi 
"orchestra  leader"  who  will  ru 
Stratton  on  the  gi'ound. 

Fixing  their  stable  of  comp; 
iiies  will  requii'e  all  the  partner: 
skill.  "This  is  not  a  standar 
turnaround,"  says  Mark  Roonej 
an  American  management  cor 
sultant  in  Prague.  "This  is  re 
stractuiing  fi'om  the  bottom  up, 
He  thinks  they'll  have  troubl 
finding  managei-s  fi'om  the  "shoi 
list  of  good  people  here."  Stil 
Rooney  says  Dingman  is  buyin 
"the  cream"  of  Czech  companies 
Dingman  thinks  that  th 
makeover  formula  he  used  i 
the  U.  S.  will  work  fine 
Prague.  First,  he'll  impos 
tighter  financial  discipline.  In 
ventories  are  kept  too  high,  ou 
of  an  archaic  communist  concen 
for  peak  production.  Companie, 
pay  their  bills  too  fast  but  le 
customers  pay  too  slowly.  Ding 
man  plans  to  fix  these  problems 
releasing  cash  to  buy  new,  mon 
efficient  equipment. 

Image  is  obviously  a  problem  fo: 
Dingman.  As  the  Sepap  fight  raged,  th( 
Pragaie  press  suggested  Dingman  wai 
attempting  gi-eenmail — a  charge  he  de 
nies.  Yet  once  Prague  meets  Mike  Ding 
man,  concerns  over  his  style  may  evap 
orate.  He's  a  charming  team-builde: 
who  inspires  loyalty — "charismatic,"  ii 
the  view  of  former  Ford  Presiden 
Harold  A.  "Red"  Poling.  And  he  ha: 
undeniable  strengths:  access  to  capital 
lofty  connections,  and  restructuring 
skill.  Czech  companies  that  will  be  tak 
ing  orders  from  the  Bahamas  may  fac< 
more  shocks,  but  it's  what  Eastern  Eu 
rope  needs. 

By  Stewart  Toy  in  Nassau,  th< 
Bahamas,  and  Karen  Lourry  Miller  it 
Prague 
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BOSNIA 


A  SMART  BET 
IN  THE  BALKANS? 

With  Bosnia  exhausted, 
Clinton's  bid  may  well  succeed 

The  central  Bosnian  town  of  Novi 
'R'avnik,  where  eai'ly  battles  between 
Muslims  and  Croats  raged,  looks  like 
war-tom  Beirut.  A  trench  fonns  a  "gi'een 
line"  that  sj^lits  the  once  united  town  into 
two  enclaves  with  separate  mayors  and 
bureaucracies.  But  that  didn't  stop  the 
American  Refugee  Committee  (ARC)  from 
enhsting  the  bitter  enemies  to  rebuild 
and  use  apaitments,  a  department  store, 
and  a  kindergarten.  "People  here  were 
killing  each  other  a  year  ago,"  notes  Jo- 
seph P.  Sullivan,  an  arc  co-founder  and 
chairman  of  Chicago  fertilizer  giant  Vigo- 
ro  Corp.  "This  shows  that  psychological 
and  physical  wounds  can  be  repaii'ed." 

One  microproject  alone  does  not  lay  a 
foundation  for  jjeace.  But  it  shows  that 
President  Clinton's  pledge  to  send  20,000 
peacekeeping  troops  to  Bosnia — despite 
public  and  congressional  misgivings — may 
not  be  as  bad  a  risk  as  it  seems. 

The  war-weary  Bosnians  have  been 
e.xhausted  by  fighting  and  atrocities. 
Moreover,  the  Nov.  21  peace 


FETCHING  WATER:  Infrastructure  repairs  in  Bos 


ml  (I  cost  $5  billion 


doubted  that  sending  troops  would  pro- 
tect vital  U.  S.  interests.  After  ignoring 
foreign  policy  for  so  long,  the  White 
House  has  a  tough  sell.  "The  CUnton  of 
the  first  2M  yeai-s  undeimines  the  Clinton 
of  the  last  two  weeks,"  says  historian 
Michael  R.  Beschloss. 

Yet  Clinton  may  ultimately  make  some 
major  gains  from  his  peace  efforts.  He 
looks  Pi'esidential  by  taking  an  unpopular 
stand  because,  as  he  put  it,  intervention 


accord  and  the  stnictm-e  of  the  Taking  ^  stroHg  staiicl  Riakes 

NATO  force  lessen  the  dangers  ^  ^ 

that  U.  S.  troops  will  face.  And 
Clinton  stands  to  raise  his 
standing  by  assuming  the  mo- 
ral and  political  high  gi'ound  in 
his  most  important  post-cold- 
wai-  geopolitical  challenge.  "Tlie 
risk  is  minimal,"  says  Milan 
Panic,  a  former  Prime  Minister  (jf  Yugo- 
slavia, who  is  CEO  of  ICN  Pharmaceuti- 
cals Inc.  in  Costa  Mesa,  Calif.  "The  ben- 
efits are  enormous." 
WHO  PAYS?  To  be  sure,  the  Bosnia 
peacekeeping  mission  won't  be  a  lark. 
All  sorts  of  hazards  await  the  troops — 
from  land  mines  to  angiy  Bosnian  Serb 
snipers  to  anti-Western  niujahideeyi  in 
the  Muslim  districts.  And  Clinton  could 
be  tested  by  divisions  in  NATO.  Jonathan 
Eyal,  an  international  security  expert 
at  the  Royal  United  Services  Institute 
for  Defense  Studies  in  London,  predicts 
"unseemly  tussles  between  the  Euro- 
peans and  the  Americans  to  see  who 
picks  up  the  bill." 

Another  possible  pitfall  for  the  White 
House:  voter  opposition.  A  usa  Today- 
CNN  Gallup  poU  after  the  President's  Nov. 
27  speech  showed  that  52%  of  the  public 


Clinton  look  Presidential- 
and  puts  his  Republican 
opponents  on  the  defensive 


"is  the  right  thing  to  do."  He  may  well 
put  the  Republicans  on  the  defensive  so 
that  they  won't  vote  to  oppose  sending 
the  troops. 

The  Administration  is  counting  on  sev- 
eral factors  to  reduce  the  President's  po- 
litical exposui'e.  The  peace  accord,  which 
is  to  be  signed  in  Paiis  in  mid-December, 
sepai-ates  the  wanijig  factions  and  forces 
them  to  retreat,  with  their-  heaviest  ailil- 
lery,  to  baiTacks.  Harsh  winter  weather 
should  help  keej)  malcontents  indoore  and 
thus  reduce  casualties.  What's  more,  U.  S. 
troops  and  their  nato  allies  will  be  better 
trained,  armed,  and  prepared  to  retaliate 
than  were  U.  N.  peacekeepers  (page  98). 

After  the  winter,  efforts  to  boost  the 
local  economy  could  give  former  combat- 
ants a  gi'eater  stake  in  peace.  The  World 
Bank  estimates  that,  during  the  next 
three  or  four  years,  Bosnia  may  need  as 


much  as  $5  billion  in  aid  for  top-priorit  '4 
reconstruction  projects,  including  ne'  M! 
buildings,  power  generation,  roads,  an 
water  and  sewage  systems. 
POPCORN  PATTER.  Donoi'  countries  plaliiti 
to  u'on  out  their  oontributi(3ns  at  a  meel  'd 
ing  in  London  this  month,  but  it  coul  ij 
be  a  messy  confab.  The  European 
would  like  the  aid  burden  shared  ever 
ly  by  three  groups:  Europe,  the  U.  S 
and  everyone  else.  But  Washingto 
wants  to  cap  its  contribution  at  abou 
$500  million.  Britain  is  balking  at  shel 
ing  out  much  more  than  $200  millioi 
noting  that  it  has  already  forked  ove 
$425  miUion  in  humanitarian  aid,  pi 
$700  million  to  finance  its  peacekeepin 
force.  Germany  fears  it  will  get  stuclaii 
with  the  bill  if  Eiu'opean  neighbors  don  cl 
follow  through  on  their  pledges. 

Even  before  an  economic  agreement 
stnick,  Bosnians  ai-e  dreaming  of  what 
do  with  the  largesse.  Dragan  Vladic, 
Bosnian  Croat  and  an  interpreter  for  th 
U.  N.  High  Commissioner  for  Refugees  ;T 
says  the  imminent  arrival  of  ois  ha 
ci-eated  new  longings.  "People  ar-e  talkini 
about  McDonald's,  Kentucky  Fried  Chick 
en,  and  popcorn,"  he  says.  "They're  hop  »P 
ing  Americans  will  bring  a  better  life 

But  a  bright  economic  future  won 
come  easily  in  a  land  beset  by  centurie 
of  conflict  and  hatred.  Balkan  leader 
have  finally  said  that  enough  is  enoug? 
Tlie  fate  of  U.  S.  soldiers — and  perhap 
President  Clinton's  own  reelectioi 
hopes — hinge  on  how  many  of  their  fol 
lowers  agree. 

By  Stmi  Crock  in  Washington,  wiii  m 
James  Drake  in  Zagreb,  Pa^da  Dwye 
in  London,  and  Richard  A.  Melcher 
Chicago 
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EXICO 


HE  RUPERT  MURDOCH 
F  MEXICO? 

ilevisa's  Azcarraga  wants  to  crash  the  global  major  leagues 


I 


e's  clearly  one  of  the  most  powerful 
men  in  Mexico.  As  chairman  of 
Grupo  Televisa,  Emilio  Azcan-aga 
Imo  presides  over  a  $1.3  billion  em- 
•e  that  dominates  television,  radio, 
d  print  media  in  Mexico — and  sells 
ip  operas,  news,  and  other  program- 
ng  to  90  countries.  With  gi'owing  op- 
itions  in  the  U.  S.,  the 
irld's  largest  Spanish-lan- 
age  media  company  is  fast 
panding  its  reach.  All  that 
ikes  Azcarraga  Mexico's 
isest  answer  to  media 
ignate  Rupert  Murdoch. 
But  for  the  imbitious 
xarraga,  65,  that's  not 
ough.  Now,  he's  actually 
iming  up  with  Murdoch  in 
bid  to  catapult  Televisa 
,0  the  major  leagues  of  in- 
mational  media.  In  a  deal 
fned  on  Nov.  20,  Televisa 
11  join  Murdoch's  News 
)rp.,  the  international  arm 
U.  S.  cable-TV  company 
Je-Communications  Inc. 

and  Brazilian  media  gi- 
t  Organizagoes  Globo  to 
ing  direct  broadcast  satel- 
s  service  to  Latin  America, 
le  partners  plan  to  invest 
least  $500  million  to  beam 

0  channels  to  Latin  Amer- 

1  and  the  Caribbean  by 
:xt  May.  News  Corp.,  Tele- 
sa,  and  Globo  will  each 


But  the  outlook  is  brighter  abroad.  In 
the  U.  S.,  the  company  owns  25%  of  the 
Spanish-language  network  Univision 
Holdings  Inc.  and  a  40.5%  interest  in 
PanAmSat  Corp.,  a  global  satellite  sys- 
tem. Its  rags-to-riches  soap  operas — 
just  part  of  the  48,000  hours  in  pro- 
gramming it  produces  annually — are 


TELEYISA  S  SPRAWLING  MEDIA  BIZ 

 1.991  l*k^l  _WJl-i:'ONS_<)F  DOLLARS 

TELEVISION  Controls  80%  of  Mexico's  TV  market  $77^ 


(PRi)  has  given  it  virtual  monopoly  pow- 
er. Azcarraga  often  calls  himself  the 
country's  "No.  2  priista,"  or  party  sup- 
porter. In  one  indication  of  his  clout, 
the  government's  antimonopoly  com- 
mission didn't  protest  when  Televisa 
won  67  new  station  concessions,  allowing 
it  to  create  a  fourth  national  network  in 
1994.  Earlier  this  year,  the  commission 
approved  a  controversial  alliance  be- 
tween Televisa's  cable  unit  and  Tele- 
fonos  de  Mexico. 

BLACKLIST.  As  a  result  of  its  dominance, 
Televisa  has  gotten  away  with  requiring 
advertisers  to  pay  a  year  in  advance  or 
forfeit  discounts  and  top-rated  spots.  It 
blacklists  artists  who  perfomi  with  com- 
petitors. And  its  newscasts,  the  only 
source  of  information  for 
most  Mexicans,  treat  author- 
ities with  reverence.  When 
local  elections  recently  pro- 
duced surprising  losses  for 
the  PRI,  Televisa's  main 
newscast  led  vdth  bullfights. 

Indeed,  Televisa's  only  ma- 
jor rivals — Television  Azteca, 
a  government  network  pri- 
vatized in  1993,  and  pay-TV 
operator  Multivision — pose 
110  serious  threat.  Azteca  has 
boosted  market  share  fi'om 
5%  to  15%,  for  example,  but 
mostly  at  the  expense  of 
small  remaining  government 
channels,  not  Televisa. 

But  it  will  face  a  tougher 
market  in  Latin  America. 
Analysts  say  it  may  take 
years  for  pay-TV  to  attract 
;i  sizable  share  of  the  re- 
gion's 460  million  viewers. 
Given  wide  gaps  in  income 
in  the  region,  some  estimate 
the  market  will  be  limited  to 
20%.  of  all  households.  More- 
over, another  partnership  is 


oAra    i  1      •                  through  four  networks.  Sells  programming  to  90  countries.  .  ,  ^       ^,     ,     ,   ^  m  1 

m  .30%  stakes  m  the  new   eight  months  ahead  of  Tele 


mpany,  while  TCi  will  con 
ol  10%.  "It's  probably  the 
est  powerful  alliance  in 
ly-TV  in  the  world,"  says 


PUBLISHING  Mexico's  largest  print  media  publisher. 
Has  joint  ventures  with  Hearst  and  Ziff-Davis. 

RADIO  Owns  16  Mexican  radio  stations,  which  promote 


231  visa  in  rolling  out  a  satellite 
service  for  Latin  America: 
Hughes  Communications  Inc. 
88     has  joined  forces  with  Mexi- 


iraj  Gupta,  a  media  analyst    co's  Multivision,  Venezuela's 


Nomura  Securities  Inter- 
itional  Inc.  in  New  York. 
3AP  OPERAS.  Expanding 
ternationally  is  key  to 
;levisa's  long-term  growth 
rategy,  especially  now  that 
le  home  market  is  depressed.  With 
exico's  economy  floundering  after  the 
3S0  devaluation,  Televisa's  revenues 
•e  off  11%  through  September.  That 
arts,  since  Televisa  depends  on  Mexi- 
)  for  an  estimated  80%  of  sales.  The 
mpany  laid  off  10%  of  its  workforce, 
ispended  its  shopping  channel,  and 
iminated  30  of  its  more  than  100  mag- 
dne  titles. 


CABLE  TV  Holds  franchise  for  Mexico  City  area. 

OTHER  Produces  and  distributes  films,  owns  soccer  teams, 
and  has  stakes  in  billboard  advertising  and  paging  operations 

DATA:  COMPANY  REPORTS 


viewed  from  Miami  to  Moscow.  By 
teaming  up  with  big-time  partners  in 
Latin  America,  Televisa  aims  to  find 
new  outlets  for  its  progi-ams  and  boost 
advertising  and  subscriber  revenues. 

Outside  Mexico,  Televisa  will  have  to 
learn  how  to  survive  in  a  more  com- 
petitive environment.  The  company's 
decades-long  chumminess  with  the  long- 
ruling  Institutional  Revolutionary  Party 


7^     Cisneros  Group,  and  Brazil's 

  Televisao  Abril.  While  the 

125     partnership  lacks  Televisa's 
and  Globo's  programming 
clout,  it  will  be  the  fii'st  to 
gi'ab  subscribers. 
Nevertheless,  by  signing  the  satel- 
lite deal  with  Murdoch  and  Globo's 
Roberto  Marinho,  AzcaiTaga  has  made 
allies  of  his  strongest  potential  rivals. 
That's  a  fitting  move  fi'om  a  business- 
man known  as  one  of  Mexico's  most  as- 
tute and  aggressive.  Now,  Azcarraga 
has  to  prove  that  he  can  play  the  glob- 
al game. 

By  Elisabeth  Malkin  in  Mexico  City 
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RUSSIANS  SEE  RED 

-AND  WILL  PROBABLY  VOTE  THAT  WAY 


To  an  outsider,  Gennady  Zyuganov,  chief  of  Russia's  Com- 
munist Party,  seems  like  a  plodding  nonentity.  But  the 
former  teacher  and  apparatchik  is  likely  to  emerge  as  a 
Kremlin  kingpin  in  parliamentary  elections  scheduled  for 
Dec.  17.  Analysts  predict  that  the  Communists,  whom  Zyuga- 
nov has  quietly  built  into  a  foiTnidable  political  force,  will  gain 
the  largest  bloc  of  votes — perhaps  25%. 

It  should  come  as  no  sui'prise  that  the  Communist  revival 
is  bad  news  for  piivate  business.  Ultranationalist  Vladimir  V. 
Zhirinovsky's  strong  showing  in  the  1993  State  Duma  elec- 
tions forced  President  Boris  Yeltsin 
to  hai'den  his  foreign  policy,  culminat- 
ing in  the  Chechnya  debacle.  The 
Communists  wiW  try  to  exert  similar 
influence  over  their  No.  1  issue:  man- 
agement of  the  economy. 

That  said,  most  obsei-vers  doubt  the 
stock  markets  will  be  closed  or  West- 
em  executives  booted  wholesale  out  of 
the  country.  Russia's  new  capitalism 
has  gone  too  far  and  enriched  too 
many  to  be  put  into  full  reverse.  But 
the  Communists  will  have  an  impact. 

Zyuganov  has  been  wooing  foreign  business  executives  with 
promises  of  a  more  stable  business  environment.  But  his 
platfomi  is  clearly  antirefonn,  calling  for  a  rollback  on  privat- 
ization, big  subsidies  for  industry  and  the  poor,  and  bans  on 
land  sales.  Along  with  Russian  nationalist  gToups,  he  could 
well  push  to  limit  the  role  of  foreign  oil  companies  among  oth- 
ers. "The  oil  companies  or  anybody  involved  with  natural 
resources  has  to  be  womed,"  says  Peter  Charow,  executive 
director  of  the  American  Chamber  of  Commerce  in  Moscow. 
WORTHLESS  PENSIONS.  Zyuganov,  51,  is  a  rnuch  pm-er  fomi  of 
Communist  than  the  I'ecently  elected  Polish  President  Aleks- 
ander  Kwasniewski.  Although  he  served  as  a  Cabinet  minis- 
ter in  the  old  I'egime,  Kwasniewski  is  an  oppoitimist  who  now 
embraces  mai'ket  economics.  Zyuganov  on  the  other  hand  is 


REFORM-BUSTER:  Party  boss  Zyuganov 


a  throwback — a  belt  of  straight  vodka.  Particularly  worriso 
is  the  prospect  that  the  Communists,  together  with  t 
Agr'ar-ian  Party,  which  opposes  private  farms,  and  General 
exander  Lebed's  nationalist  followers,  may  wind  up  w 
mor-e  than  40%  of  the  Duma  seats.  All  of  these  gr-oups  hai'b 
hostility  to  the  market  approach  that  Yeltsin  and  Prime  M 
ister  Viktor-  S.  Chernomyrdin  have  kept  on  tr-ack.  Reformer 
are  unlikely  to  get  mor-e  than  25%<  of  the  seats. 

The  Communist  revival  is  occurring  because  Russia's  an 
thing-goes  rai)italism  has  brought  mostly  grief  for  many  or-d 
nary  Russians.  Since  the  collapse 
the  Soviet  Union  in  late  1991,  mar 
people  have  lost  their  jobs  and  se< 
inflation  wipe  out  their  savings  ar 
render  their  pensions  nearly  wortl 
less.  Such  Russians  protested  in  199 
by  voting  for  Zhirinovsky,  who  ha 
done  little  for  them.  This  round,  the 
l^r-obably  will  sliift  to  the  Communist 
who  pr'omise  to  be  mor-e  effective. 
NO  FREE  HAND.  The  election  is  als 
likely  to  demonstrate  how  unpopula 
Cher-nomyr-din  and,  by  extension.  Yell 
sin  are.  Cher-nomyi'din's  Our-  Home  is  Russia  party  may  onl 
get  10%  of  the  vote.  Old-style  r-efor-mer-s,  such  as  Yegor  ' 
Gaidar  and  Boris  G.  Fedorov,  will  probably  score  even  less 
Still,  the  election  won't  gain  Zyuganov  anything  like 
ft-ee  hand.  Even  an  ailing  Yeltsin  is  far  mor"e  power-ful  tha 
the  Duma.  Also,  Zyuganov  is  smart  enough  to  know  that  Rue 
sia  can't  alienate  the  international  aid  agencies  and  the  bank; 

But  Zyuganov  is  on  the  rise  at  an  opportune  time.  If  h 
scor'es  as  well  as  pr-edicted  on  Dec.  17,  he  may  be  able  to  se 
the  tone  for  the  far  more  important  presidential  elections  nex 
June  16.  That  vote  will  be  crucial  for  Russia's  futiu-e.  What  i 
scary  is  that  with  Yeltsin  ill  and  incTeasingly  unpopular-,  th 
winner  is  still  anybody's  guess. 

By  Peter  Galuszka  in  Mascot 


GLOBAL  WRAPUK 


MEXICAN  BANK  BAILOUT 

►  Mexico's  banking  crisis  is  becoming 
an  expensive  headache  for  the  Mexi- 
can gover-nment.  The  Zedillo  adminis- 
tration has  spent  more  than  $3  bilHon 
to  help  out  troubled  banks.  Now,  the 
country's  two  largest  banks— Bana- 
mex  and  Bancomer- — confirm  that 
they  are  negotiating  a  possible  gov- 
ernment buyout  of  some  of  their  sour 
loans.  Analysts  figure  that  the  loan 
buyoff  for  Banamex,  Bancomer,  and 
two  smaller  banks.  Banco  Mexicano 
and  Banca  Confi'a,  might  tally  $3  bil- 


lion. As  much  as  half  of  that  financing 
could  come  from  the  World  Bank. 

TROUBLED  FRANCE 

►  France's  bloated  welfar-e  state  is 
proving  to  be  tough  to  shrink.  Unions 
are  staging  the  most  disruptive 
strikes  in  years  in  an  effort  to  block 
planned  health-care  and  pension  cuts. 
They  shut  down  rail  and  other  transit 
service  for  a  week  in  late  November, 
and  more  stoppages  have  been 
pi'omised.  Students  have  also  begun 
demonstrating,  demanding  bigger  ed- 
ucation budgets. 


HUSSEIN  VS.  HUSSEIN 

►  Five  years  ago,  Jordan's  King 
Hussein  r-efused  to  join  the  U.  S.-led 
coalition  against  Iraqi  str'ongman 
Saddam  Hussein.  But  the  King  seems 
to  have  made  a  remarkable  about- 
face.  The  Jordanian  monarch  r'ecently 
went  to  London  to  try  to  persuade 
the  various  Iraqi  opposition  groups  to 
put  aside  the  parochial  differences 
that  have  made  them  so  ineffective. 
The  King  hopes  to  arrange  a  confer- 
ence in  Amman  soon  to  lay  plans  for  a 
post-Saddam  Iraq. 
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We  give 
every  piece  of 
the  health  care  picture 
a  quality  edge. 

The  Principal  Edge.® 

Health  care  today  is  a  puzzle  of  many  pieces.  From  employers 
and  employees  to  individuals  and  providers,  there  is  a  demand 
for  quality  care  and  excellent  service. 

The  Principal  Financial  Group*^  understands  and  is  committed  to 
providing  quality  health  care  coverage.  From  traditional  health  insurance 
to  HMOs,  we  pull  together  services  to  meet  each  customer's  needs. 
That's  The  Principal  Edge. 

For  over  50  years,  our  group  health  products  have  given 
employers  cost  efficiencies  and  ease  of  administration  while 
offering  employees  both  choice  and  quality.  Principal  Health  Care,' 
our  member  company  provides  HMO  coverage  and  PRO  networks 
that  are  built  on  responsiveness  and  high-quality  provider  networks. 

From  out-of-area-coverage  to  preventative  health  care,  companies 
of  The  Principal  Financial  Group  put  together  the  quality  and  value  that  gives 
each  one  of  you  an  edge.  For  more  infomnation,  visit  our  Internet  home  page  at 
http://www.principal.com  or  call  1-800-986-EDGE  (3343). 


the; 


Financial 
Group 

Life,  Health,  Dental  and  Disability  Insurance 
Mutual  Funds  •  Securities  •  HMO/PPO  •  401(k)  •  Annuities  •  Home  Mortgages 

©1995  Principal  Mutual  Life  Insurance  Company,  Des  Moines,  lA  50392-0150.  Products  and  services  offered  througfi  Pnncipal  Mutual  Life  Insurance  Company  {The  Principal)  and  itssubsidiaries. 
Mutual  'unds  distributed  through  Princor  Financial  Services  Corporation  (member  SIPC),  a  registered  broker  dealer.  Securities  through  Principal  Financial  Secunties,  Inc.  (not  available  in  all  states). 


"SlUyLAWSUnSARE 
PUTTING  PEOPLE  OUT  OF 
BUSINESS  AUOVQt" 


Illinois  knows  how  damaging  frivolous  liability  lawsuits 
can  be.  That's  why  new  laws  were  recently  enacted  to  help 
businesses  substantially  cut  the  costs  of  protecting  them- 
selves. Changes  in  tort  law,  product  liability  and  medical 
malpractice  all  aim  at  protecting  consumers  without  putting 
people  out  of  business. 

Its  just  one  more  example  how  Illinois  is  pro  business.  And 
whyy()ur  business  should  be  pro  Illinois.  |^^|^^|^ 

AGOODPLACETODaBUSINESi 
KEEPS  GEniHG  BETTER. 


Forinformation  regarding communityprofi!esJnfrastructure,cwajldble  land  &  bui^ 
and  taxes  &  business  climate,  call  the  Illinois  Department  of  Commerce  and  Community  Affairs  at  (217)  785-6167. 

Fax  us  at  (217)  524-4145.  Or  F-Mail  us  at  illinois.dcca&accessil.coni  on  the  Internet. 


State  of  Illinois 


Offick  of  the  Oovemnom 


Chicago  6O6OI 


Jim  Edgar 


Governor 


Economic  development  is  an  important  concept  not  only  to  the  corporate  giant  but  also  to 
the  individual  who  strives  for  and  dreams  of  a  prosperous  tomorrow.  Illinois  fosters  and  kindles  this 
entrepreneurial  spirit  by  establishing  the  basic  ingredients  for  economic  growth  and  job  creation:  a 
highly  educated  and  skilled  workforce,  a  favorable  tax  and  regulatory  climate,  and  technical  and 
financial  assistance  programs.  Illinois  also  supports  its  business  community  with  legislative 
proposals  that  provide  a  stable  environment  for  growth  and  development. 

As  part  of  our  "fast  track"  agenda  this  past  Spring,  legislative  leaders  and  this  office  have 
worked  together  to  propose  a  series  of  business  friendly  bills: 

♦  Legislative  reforms  to  Illinois'  liability  laws  which  reduce  medical  malpractice  costs, 
thereby  reducing  business  health-care  costs  and  making  it  more  financially  feasible  for 
doctors  and  other  health-care  providers  to  locate  in  the  state. 

♦  A  repeal  of  the  duplicative  and  outdated  Structural  Work  and  Road  Safety  Acts,  thereby 
bolstering  the  state's  efforts  to  create  jobs  while  maintaining  significant  protections  for 
injured  workers. 

♦  Tort  reform  measures  that  would  restore  fairness  to  the  system  and  eliminate  the  costly  and 
archaic  system  of  the  past. 

♦  Successful  expansion  of  property  tax  caps  thereby  saving  both  businesses  and  individuals 
millions  of  dollars. 

♦  A  sound  financial  plan  which  places  an  emphasis  on  educating  and  protecting  our  children, 
supporting  advanced  infrastructure  and  technology  and  enhancing  Illinois'  economic 
position  as  we  near  the  21st  Century. 

In  Illinois,  we  have  always  prided  ourselves  on  creating  a  business  climate  that  promotes 
broad-based  economic  growth  for  all  firms  and  industries.  Our  workforce,  infrastructure, 
transportation  system,  and  quality  of  life  advantages  make  Illinois  a  state  that  works  for  business. 
With  a  new  year  fast  approaching  we  look  back  with  pride  at  the  accomplishments  of  the  year 
and  look  forward  to  an  even  brighter  tomorrow. 


Sincerely, 


Jim  Edgar 
GOVERNOR 


the  war. 


The  Motorola  MicroTAC  Ultra  Lite'"' 
comes  from  a  long  line  of  heroes. 
Like  the  original  SCR  536  hand-held 
wireless  radio,  which  cut  our 
boys  loose  from  the  wires  of  war. 
Lives  depended  on  us  then.  Busy 
ives  depend  on  us  now.  Motorola. 
The  best-selling,  most-preferred 
cellular  phones  in  the  world. 


M)  MGTGFtOLA 


7  f^-^n , . 

A  Great  Place  for  Business  Keeps  Getting  Better 


Founded  in  Chicago  in  1928,  Motorola 
had  estabhshed  a  strong  heritage  — 
and  thriving  international  business — 
in  the  state  ot  Ilhnois.  Even  so,  in 
1994,  the  communications  giant 
"shopped  around"  tor  a  site  for  its  new 
$100  milHon  cellular  phone  manufactur- 
ing plant.  One  state  in  particular  went 
head-to-head  with  Illinois  to  lure  the 
company  away.  After  an  intense  lobbying 
campaign — with  personal  involvement  by 
both  states'  governors — Motorola  decid- 
ed to  make  Illinois  the  launching  pad  for 
an  ambitious  worldwide  growth  plan.  The 
new  plant  in  Harvard,  Illinois,  along  with 
plans  for  expansion  of  Motorola  facili- 
ties in  two  other  Illinois  locations,  could 
create  up  to  8,000  new  jobs.  Motorola 
officials  noted  Illinois'  favorable  tax  struc- 
ture, its  high-quality  workers  and  the 
overall  business  climate  as  the  main  rea- 
sons for  its  choice. 

"What  we  ottered  was  our  contin- 
ued commitment  to  creating  the  kind  of 
business-friendly  environment  that  vir- 
tually guarantees  long-term  economic 
growth,"  explains  Illi- 
nois (iovernor  |im 
Edgar.  Indeed  in  the 
year  since  Motorola 
announced  its  decision, 
the  strength  ol  ih 
promise  was  demuii 
strated  by  the  enact- 
ment of  some  of  the 
most  sweeping  reg- 
ulatory reforms  in  Illinois  history — reiorms 
that  could  save  businesses  millions  of 
dollars  in  liability  and  insurance  costs. 


r-)o  -  .?mber,  t^cDonald's  unveiled  plans  to 
add  |obs  at  its  Oak  Brook  headquarters 


Long  known  as  a  transportation  hub,  Illinois  is  also  a  hub  of  financial,  telecommunications,  biomedical, 
software,  and  other  technology  industries. 


covering  business.  The  state's  loyal,  hard 
working  labor  force  and  superior  locatioi 
for  distribution  were  the  main  draws  for  thi 
330-employee  manufacturer.  Funds  fron 
the  state  for  retraining  programs,  infra 
structure  upgrades  and  access  to  a  low 
interest  community  development  loai 
helped  seal  the  deal.  "1  didn't  realize  jiis 
how  pro-business  the  state  was,"  admit 
Steve  Husak,  plant  manager.  "1  was  pleas 
antly  surprised  at  how  much  the  state  canv 
to  our  aid  to  encourage  us  to  expand  here 
Armstrong  and  other  companies  ait 
discovering  that  when  you  add  pro-bus: 
ness  reforms  to  the  state's  already  well 
known  bottom  line  assets,  a  good  placi. 
to  do  business  looks  better  and  better. 
"Since  the  reform  packages  were  passed,' 
says  Dennis  Whetstone,  director  of  the 
Department  of  Commerce  and  Commu- 
nity Affairs  { DCCA),  "inquiries  from  com- 
panies about  doing  business  in  Illinois 
have  skyrocketed.  They  know  what  these 
reforms  mean." 


Companies  large  and  small  are  choosing 
Illinois  as  the  place  to  locate  or  expand  their 
businesses.  In  November,  Mcl^onald's  Cor- 
poration announced  what  will  be  the 
largest  expansion  of  a  corporate  headquart- 
ers in  Illinois  history. 
The  ambitious  20-year 
expansion  plan,  offi- 
cially approved  by  the 
Village  of  Oak  Brook, 
Illinois,  was  under- 
taken because  of 
McDonald's  impressive 
international  growth. 
McDonald's  celebrates 
its  40th  anniversary  as 
a  company  this  year — 
all  40  years  in  Illinois. 
Armstrong  World  Industries  chose 
Kankakee,  Illinois,  over  other  states  and 
Canada  for  a  major  expansion  of  its  floor 
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Illinois  kas  always  teen  a  place  wliere  people 
dream  Lig  —  a  fact  McDonald's  Corporation 
founder  Ray  Kroc  knew  well.  Wkick  is  wky,  for 
over  40  years^  McDonald's  kas  keen  proud  to  call  Illinois  kome. 
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mess 


The  Illinois  General  Assembly  has  made 
tremendous  progress  on  a  legislative  agen- 
da considered  to  be  the  most  "pro-busi- 
ness" in  the  state's  history.  "This  is  the  most 
iobs-friendly  Illinois  General  Assembly  in 
at  least  a  generation  "asserts  Lt.  Governor 
Bob  Kustra.  Here  are  highlights: 

Reforms  to  Illinois"  liability  laws  will 
curtail  medical  malpractice  costs,  there- 
by cutting  business  costs.  In  addition, 
employers  can  now  purchase  high- 
deductible  health  insurance  with  lower 
premiums  and  deposit  what  they  save 
in  nontaxable  savings  accounts  to  pay 
tor  their  employees'  healthcare  needs. 

Repeal  of  the  Structural  Work  and 
Road  Safety  Acts,  which  allowed  work- 
ers to  "double  dip"  in  receiving  com- 
pensation for  injury  on  the  job,  will 
mean  significant  savings  to  business. 

A  model  for  national  efforts,  product 
liability  and  tort  reform  is  already  cur- 
tailing frivolous  lawsuits  which  can 
cripple  business.  Among  its  provisions, 
the  bill  caps  punitive  damages  to  three 
times  economic  damages  and  limits 
noneconomic  damages  to  $500,000. 

Since  passage  of  the  bill,  the  number  of 
liability  cases  being  brought  in  Illinois  has 
dropped  from  23  a  week  to  four,  according 
to  Lee  Daniels,  speaker 
of  the  Illinois  House. 
"This  is  a  model  for  the 
nation,"  says  Daniels. 
"Many  of  the  things 
being  discussed  in 
Washington  right  now 
we  have  already  passed 
into  law  here  in  Illinois." 

The  reforms  come 
at  a  crucial  time  for 
many  Illinois  manu- 
facturers who  are  look- 
ing to  expand.  A  1992  study  had  document- 
ed 6,000  separate  decisions  by  businesses 
over  a  four-year  period  against  expansion 
or  investment  in  Illinois  because  of  concerns 
about  liability.  "Overnight,  Illinois  went 
from  being  one  of  the  most  litigious  states 
in  the  country  to  one  of  the  more  friend- 
ly and  fair  to  business,"  says  Gregory  W. 
Baise,  president  of  Illinois  Manufacturers' 
Association.  "The  reforms  went  further 
than  anything  attempted  in  this  coimtry." 

Adding  icing  to  the  cake,  the  1 995  leg- 
islative session  ended  without  passing  a 


Farming  and  agribusincso,  alw.iy:,  core 
lllnois  businesses,  are  growing  as  ethanol  fuel 
and  other  products  emerge. 


Governor  Jim  Edgar  placed  a  Chrysler  "Neon"  label  on 
automobiles.  State  assistance  helped  Chi7sler  invest  ml! 


tax  hike.  Business  taxes  in  Illinois  are  hold- 
ing at  well  below  the  national  average,  free- 
ing up  resources  for  expansion  and  growth. 
"Illinois  refused  to  take  the  easy  way  out 
when  the  recession  of  the  early  90s  hit,"  says 
Gov.  Edgar.  "While  other  states  were  rais- 
ing taxes,  we  tightened  our  belts  and  that 
fiscal  discipline  is  paying  off." 

The  General  Assembly  isn't  finished  yet. 
Still  on  the  agenda  are  more  reforms  to  work- 
ers' compensation  and  unemployment  com- 
pensation laws,  which  companies  cite  most 
often  as  a  primary  dis- 
incentive for  locating 
in  Illinois.  "We  are  the 
most  generous  state 
by  far  in  workers'  com- 
pensation in  the  Mid- 
west," says  James  "Pate" 
Philip,  Illinois  State 
Senate  President.  "We 
can  be  more  competi- 
tive while  still  protect- 
ing our  workers." 

To  keep  utility 
llinois  Power  has  led 


costs  competitive, 
the  charge  toward  a  transition  to  a  com- 
petitive utility  industry  from  the  current 
system  of  utility  monopolies.  In  order  to 
test  the  impact  of  deregulation,  Illinois 
Power  has  proposed  that  20  major  indus- 
trial customers  be  allowed  to  choose  their 
electricity  supplier  beginning  in  1996. 

"What  we  learn  by  evaluating  the  expe- 
rience of  industrial  customers,  will  show  us 
how  competition  can  meet  the  needs  of 
all  customers,"  says  Larry  D.  Haab,  presi- 
dent and  CEO  of  Illinois  Power. 


one  of  the  first  in  the  company's  new  line  of 
lions  to  retool  its  Belvidere  plant. 


From  Cars  to  Candy: 
Strength  in  Diversity 

With  reforms  easing  the  burden  on  busi 
ness,  the  traditional  strengths  of  the  Illinoi 
economy  can  shine.  A  quick  look  at  lUi 
nois'  leading  companies  reveals  one  o 
those  strengths — its  unparalleled  diversi 
ty.  In  few  other  locations  will  you  fm^ 
such  a  variety  of  industries  flourish  in 
side  by  side.  Illinois  workers  are  buildinj 
the  Ford  Taurus  and  the  Chrysler  Neon 
They  are  making  the  Tootsie  Roll  Tootsic 
Pop  and  the  Nabisco  Oreo.  They're  assem 
bling  Caterpillar  tractors  and  wireles: 
phones.  They're  mining  coal,  drilling  foi 
oil  and  farming  what  Senate  Presiden 
Pate  Philip  calls  the  "blackest  soil  you'l 
ever  see." 

Out  of  this  rich  diversity,  a  number  o 
dynamic  industry  "clusters"  havt 
emerged  that  ideally  position  Illinois  foi 
the  21st  century  global  marketplace 
Already  a  full  21  percent  of  the  state'; 
total  employment  is  in  export  services 
including  insurers,  bankers,  credit  agents 
brokers,  lawyers,  and  printers  and  pub- 
lishers. A  cluster  of  businesses  also  has 
sprung  up  around  the  industries  o 
health  services  and  biomedical  products 
transportation  and  distribution,  and 
business  and  personal  travel.  Last  year 
Illinois  was  the  number-five  state  nation- 
ally in  terms  of  dollars  generated  hy 
tourism — and  first  among  states  without 
a  seashore. 
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)w  your  mouse  roars  with  the  power  of  personal  control  over  all  your  travel. 

Introducing  United  Connection! 

Reserve  flights  on  over  500  airlines,  book  rooms  from  over  30,000  hotels,  rent  cars  from 
over  50  companies  worldwide,  and  find  low  airfares  in  a  chck.That's  power. 


Welcome  lo 
onnection: 


w  your  PC  s  mouse  roars  with  a  power 
lever  knew  before.  Because  now  it 
es  you  complete  control  over  all  your 
vel,  thanks  to  the  employee-owners 
United.  With  United  Connection^" 
tware.you  can  reserve  and  purchase 
ir  travel  right  from  your  own  PC. 


Flights  &  Fares.  Tell  us  where  you're 
going  and  you'll  see  all  the  available  ,  i 
flights  that  meet  your  itinerary -from 
over  .500  airhnes.  Make  your  selections 
and  the  best  available  fares  pop  up 
on  the  screen.  You  can  even 
heck  for  current  United  arrival  aiS^ 


departure  gates  and  times. 

Checklns&Oiits.  Specify  your  desti 
tion  and  you'll  see  what's  available  at  ( 
30,000  hotels.  Now  that "s  room  service! 

Wheels  &  Deals.  You  can  reserve  a  c 
from  over  50  car  rental  companies  wor 
wide.  Just  point,  click. . .and  pull  away. 

FareShopper.^'*  Whenever  price  is 
your  priority,  we'll  show  you  a  list  of  th 
best  available  fares  for  your  itinerary. 

Your  Personal  Profile.  Once  you 
enter  all  your  travel  preferences  -  aisle 
seat,  smoke-free  hotel  rooms,  phone 
equipped  cars,  etc.  -  United  Connectid 
remembers  every  detail.  Time  after  tim 
Connecting  Colleagues.  Who's  goii 
along?  List  their  preferences  and  Unitf 
Connection  will  provide  the  best  rates 
and  fares  available  for  the  whole  group 

Mileage  Plus?  United  Connection 
gives  you  instant  access  to  your  Mileagi 
Plus  account,  including  your  current  b 
ance  and  recent  activity  You'll  earn  500 
Mileage  Plus  bonus  miles  every  time  yo 
use  United  Coiuiection  software  to  buy 
and  complete  round-trip  travel  on  Unite 
from  now  through  1996. 

Ml  in  all.  your  mouse  now  gives  yoi 
more  power  over  your  travel  experience 
than  vou  ever  thought  possible. 

Call  1-800-4UA-CNXN  (482-2696) 
to  get  connected. 


UNITED 

CONNECTUN 
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Siirl  slip  on  the  Internet 

;veral  of  the  hottest  new  technology  com- 
mies today  got  their  start  at  the  Nation- 
Center  for  Supercomputing  Apphca- 
ons  (NCSA)  at  the  University  of  Illinois 
Champaign-Urbana.  The  NCSA — com- 
lonly  known  as  the  Midwestern  hub  on 
le  information  superhighway — gave  birth 
)  Mosaic,  a  computer  program  that  helps 
eople  navigate  the  Internet  and  the  World 
^ide  Web.  Now  an  entire  industry  is  spring- 
ig  up  from  technology  developed  in 
linois  around  Internet  services.  In  1994, 
pyglass,  Inc.,  signed  an  exclusive  licensing 
greement  with  the  University  to  enhance 
losaic  technology  for  commercial  pur- 
oses.  Now  the  company  is  providing  the 
guts"  of  Internet  browser/  server  software 
3  such  technology  giants  as  Microsoft, 
Compuserve,  AT&T,  Oracle  Corporation, 
nd  Digital.  Netscape  Communications 
corporation,  which  also  grew  out  of 
■ICSA,  has  created  its  own  Web  browser  to 
narket  to  end  users.  Both  companies  went 
)ublic  this  year. 

U.S.  Robotics,  Inc.,  a  leading  supplier  of 
Toducts  and  systems  that  provide  access  to 
nformation,  is  among  the  fastest  growing 
ompanies  in  Illinois.  Founded  in  Skokie  in 
976  with  three  employees,  the  company 
)oasted  $596  million  in  revenues  for  the 
irst  nine  months  of  1995  and  3,250 
!mployees  (2,200  in  Illinois).  The  compa- 
ly  recently  purchased  a  302,000-square- 
bot  facility  in  Morton  Grove  to  support  its 
A^orldwide  expansion. 

"Superior  People" 
Moke  Op  Illinois  Labor  Force 

The  Native  Americans  who  once  inhabited 
what  is  now  Illinois  caUed  themselves  "Illini- 
wek,"  which  means  "superior  people."  That 
description  still  fits  the  workers  of  Illinois 
whose  productivity  exceeds  the  U.S.  average 
by  more  than  $1.86  per  hour  in  terms  of 
value-added  manufacturing.  The  "quality 
and  caliber"  of  Illinois  workers  was  the 
main  factor  in  Motorola's  decision  to 
expand  in  Illinois. 

The  state  has  committed  itself  to  sup- 
plying businesses  with  the  highly-trained 
workers  they  need.  Illinois  ranks  near  the 
top  nationally  in  the  number  of  state  tax 
dollars  used  to  train  and  upgrade  workers' 
skills.  "We  don't  consider  helping  compa- 
nies with  worker  training  as  an  incentive," 


says  Whetstone  of  DCCA.  "We  consider  it 
an  investment.  It  is  our  job  to  supply  busi- 
ness with  the  skilled  workforce  needed  to 
stay  competitive  in  a  world  market." 

The  state  supports  businesses'  retooling 
efforts  through  its  network  of  state-of-the- 
art  training  and  retraining  programs  for 
Illinois  workers.  Illinois'  community  col- 
leges work  with  companies  to  tailor  cur- 
ricula to  their  specific  training  needs.  Using 
two-way  interactive  networks  and  other 
advanced  communications,  education  and 
training  reaches  workers  in  even  remote, 
rural  areas  of  the  state. 

Illinois  workers  have  helped  the  state 
weather  many  an  economic  downturn. 
"The  main  reason  Illinois  has  been  and 
continues  to  be  such  a  strong  manufac- 
turing state  is  the  quality  of  the  work  force," 
asserts  Baise  of  the  Illinois  Manufactur- 
er's Association. 

Commitment  to  Excellence 


Another  reason  is  that  manufacturers  know 
how  to  adapt  to  changing  times.  In  the  70s 
and  80s,  the  U.S.  economy  saw  a  shift  from 
its  traditional  manufacturing  base  toward 
service-oriented  industries.  That  change, 
plus  a  couple  of  walloping  recessions,  dev- 
astated much  of  the  Rust  Beh.  But  Illinois 
weathered  the  storm  better  than  most, 
because  its  manufacturers  decided  early  to 
"change  or  die,"  according  to  Sally  lackson 
of  the  Illinois  Chamber  of  Commerce. 

"When  the  automakers  began  losing 
market  share  to  foreign  companies,  they 
reengineered  themselves  using  Total  Qual- 
ity Management  standards,"  says  lackson. 


"They  made  huge  investments  in  technol- 
ogy and  human  resources.  Illinois  manu- 
facturers were  10  to  15  years  ahead  of  other 
industries  in  adopting  strategies  to  make 
their  companies  productive  in  a  world 
economy." 

That  commitment  to  excellence  con- 
tinues unabated.  The  state  is  collaborating 
with  its  universities  and  laboratories  to 
create  a  network  of  manufacturing  exten- 
sion centers  in  an  initiative  called  COM- 
PETE (Coalition  for  Manufacturing  Per- 
formance through  Technology).  These 
centers,  strategically  located  around  the 
state,  will  provide  businesses  with  easy 
access  to  information  on  technology  and 
modernization  resources. 


In 

Markets,  Everyone's  a  Player 

Long  before  the  term  "global  marketplace" 
was  part  of  the  business  lexicon,  Illinois 
companies  were  making  their  mark  in  the 
world  economy.  Illinois  exports  reached 
an  all-time  high  of  $26.4  billion  in  1994,  an 
increase  of  20.2  percent  from  1993  and 
nearly  double  the  10.2  percent  increase 
of  all  U.S.  exports  for  the  same  period. 
First  quarter  1995  figures  showed  a  32.5 
percent  increase  over  the  same  period  the 
previous  year. 

A  full  one  in  eight  Illinois  jobs  is  depen- 
dent on  exports.  One  in  four  manufactur- 
ing jobs  are  connected  to  international  trade. 
Of  the  nation's  60  leading  e.xport  companies, 
seven  are  located  in  Illinois.  No  other  state 
has  more.  But  the  big  companies,  often  with 


Lt,  Governor  Bob  Kustra  (right)  visits  the  headquarters  of  U  S-  Robotics,  Inc..  perhaps  the  fastest  growing  of  the 
many  Illinois  companies  profiting  from  the  explosion  of  Internet  users.  With  Kustra  at  the  Skokie.  IL,  modem  manu- 
facturing facility  are  Ross  Manire  (left),  chief  financial  officer  of  U.S.  Robotics  and  Casey  Cowell,  the  firm's  chairman. 
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internal  resources  for  researching  and  crack- 
ing international  markets,  aren't  the  only 
ones  making  a  splash  in  the  global  market- 
place. The  "little  guys"  also  are  thinking  and 
acting  globally,  thanks  to  abundant  sup- 
port from  the  Illinois  government. 

Fiasco,  Inc.,  a  120-employee  manufac- 
turer of  disposable  medical  products  in 
Gurnee,  Illinois,  was  able  to  crack  the 
lapanese  market  after  the  state  of  Illinois 
arranged  an  initial  business  trip,  located 
distribution  channels  and  showcased  the 
company  in  an  industry  trade  show  in 
Osaka.  After  participating  in  state  spon- 
sored trade  shows.  Fluid  Management,  a 
manufacturer  of  paint  colorant  dispensers 
in  Wheeling,  increased  its  export  sales  to 
Mexico  by  300  percent  in  1993.  The  inter- 
national division  of  Ameritech,  with  200 
employees,  secured  a  25-year  contract  with 
Hungary's  developing  telecommunications 
system  after  the  state  of  Illinois  arranged 
key  appointments. 

"Economic  trends  bode  well  for  Illinois' 
future,"  says  lim  Graham,  deputy  director  for 
business  development  for  DCCA.  "We're 
ideally  poised  to  provide  the  products  that 
people  around  the  world  are  anxious  to  buy." 

Illinois  anticipated  the  shift  to  a  global 
marketplace  when  in  1968  it  was  the  first 


Illinois  waterways:  Direct  links  to  the  Atlantic  Ocean  and  the  Gulf  of  Mexico.  Water,  rail,  road,  and  air 
transportation  make  Illinois  a  stepping  stone  to  the  world. 


State  to  open  an  international  office,  this 
one  in  Brussels.  Now  the  state  maintains  six 
offices  in  Europe,  Asia,  and  Latin  America, 
and  remains  well  ahead  of  the  pack  in  pro- 
viding export  assistance  to  businesses.  "The 
markets  have  exploded  overseas,"  says  Jack- 
son of  the  Illinois  Chamber,  "and  we  have 
the  information  and  the  contacts  already  in 
place  to  help  small-  and  medium-sized 
businesses  exploit  those  opportunities." 


YbuWant 
Illinois 


Illinois  is  a  great  place  to  make  money.  Each  year, 
hundreds  of  manufacturers  locate  here  to  do  just  that. 
Not  because  of  pie-in-the-sky  promises.  But  for  real 
bottom-line  benefits. 

Illinois  Power  is  leading  the  effort  to  give  you  a 
choice  in  electriciry  suppliers.  The  productivity  of 
Illinois'  6  million  strong  pool  ot  skilled  labor  will 
make  your  plant  manager  happy.  Our  transportation 
network  —  rated  #1  in  the  Midwest  —  will  keep  your 
shipping  supervisor  smiling.  Your  CFO  will  love  what 
Illinois  does  for  your  profits. 

it  you  want  to  make  money,  you  want  Illinois. 
Contact  us  at  1-800-343-3330  or  fax  (217)  424-8248 
for  all  the  facts  on  locating  in  Downstate  Illinois. 


Powerful 
Solutions  from 


ILLINOIS 
P#WER 


From  Pork  Bellies  to 


Illinois  Financial  Services 

Strengthening  these  international  ties  i 
Illinois'  thriving  financial  services  industry 
In  particular,  the  four  financia 
exchanges — the  Chicago  Board  of  Trade 
the  Chicago  Mercantile  Exchange,  th 
Chicago  Board  Options  Exchange  and  th' 
Chicago  Stock  Exchange — have  establishec 
Chicago  as  one  of  the  world's  most  com 
petitive,  innovative  financial  centers. 

Established  in  1848,  the  Chicago  Boar( 
of  Trade  is  the  world's  oldest  and  larges 
futures  and  options  exchange.  Today,  th< 
Board  trades  traditional  agricultural  con 
tracts  such  as  wheat,  soybeans,  and  corn,  a; 
well  as  financial  contracts.  The  Mercantil( 
Exchange  traded  more  than  .'t>200  trillior 
worth  of  futures  and  options  in  1994.  Th( 
Chicago  Board  Options  Exchange  account: 
for  approximately  65  percent  of  all  option; 
traded  in  the  U.S.  And  the  104-year-olc 
Chicago  Stock  Exchange  is  the  nation'; 
second  largest  in  terms  of  dollar  value  ol 
shares  traded. 

Ameritech,  one  of  the  original  "Baby 
Bells,"  chose  Chicago  as  the  center  of  its 
rapidly  expanding  worldwide  communica 
tions  network  largely  because  the  financial 
services  industry  has  a  strong  core  of  high- 
tech vendors.  "Sophisticated  businesses 
today  that  are  operating  on  a  worldwide 
basis  require  sophisticated  financial  sup- 
port," says  Ameritech  spokesperson  Michael 
Brown.  "The  banks  and  other  institutions 
here  have  muscle  and  contacts  worldwdde.' 


Fo  be  successful,  you  must 
De  open  to  change.  That's 
ivhy  employees  at  companies 
such  as  Whirlpool  and  Harris  Corporation  are 
taking  advantage  of  a  special  Ameritech 
program  called  Skill  Link.  It  uses  advanced 


WE'RE  HELPING 


WORKERS  LEARN  TO  EVOLVE 
THEIR  SKILLS. 


communications  technology 
to  retrain  w^orkers  who  may 
be  miles  away  from  their 
instructors.  Skill  Link  is  a  powerful  tool  that 
can  help  improve  the  quality  of  life  for  many 
people  in  the  communities  we  serve. 


Your  Link  to  Better 
Communication 


81995  Ameritech 


Visit  our  site  on  the  Internet 
www.ameritech.com 


Pioneers  on  the  Silicon  PFairie: 


'  hen  the  history  ot  the  Internet  is  written,  a 
wind-swept  prairie  in  central  Illinois  will  be 
duly  noted  as  the  birthplace  of  the  World  Wide 
Web.  Previously  the  cyberspace  stomping 
ground  of  a  handful  of  European  research  sci- 
entists, the  graphics-rich  Web  is  now  traveled  by  mil- 
lions —  thanks  to  a  piece  of  software  called  Mosaic  cre- 
ated by  a  team  of  computer  programmers  at  the  National 
Center  for  Supercomputing  Applications  (NCSA)  at  the 
University  of  Illinois  in  Champaign-Urbana.  The  new 
technology  has  not  only  transformed  the  Internet  but 
turned  several  young  computer  whizzes  into  millionaires. 

It  may  be  a  surprise  to  some  that  Illinois  history  is  rich 
in  technological  breakthroughs  —  from  the  creation  of 
barbed  wire  to  the  first  splitting  of  the  atom  at  the  Uni- 
versity of  Chicago.  Today,  the  state's  high-tech  industries 
are  booming,  in  large  part  because  of  a  winning  combi- 
nation of  intellectual  and  financial  capital. 

"Not  only  do  we  have  strong  technology  companies 
here  in  Illinois,"  says  Ed  Denison,  executive  director  of  the 
Chicago  Software  Association,  "we  have  the  infrastructure, 
such  as  venture  capital,  legal  services,  financial  services  and 
R&D,  to  support  these  companies."  Two  of  the  country's 
leading  venture  capital  firms,  Batterson,  Johnson  &  Wang 
and  Arch  Development,  are  in  Illinois  giving  strong 
support  to  technology  companies  in  the  early  stages  of 
development. 

In  the  information  technology  industry  alone,  well 
over  1,000  companies  have  sprung  up  within  a  1 50-mile 
radius  of  Chicago,  an  area  dubbed  "the  Silicon  Prairie."  The 
companies  range  from  communications  giants  such  as 
Motorola  and  Panasonic  to  established  software  manu- 
facturers such  as  SPSS  to  the  smaller  up-and-comers, 
such  as  Vision  Tek,  a  producer  of  memory  chips,  which  has 
grown  into  a  $300  million  company  in  just  seven  years. 

A  robust  industry  in  biomedicine,  biotechnology  and 
pharmaceuticals  has  grown  to  maturity  in  Illinois,  thanks 


From  barbed  wire  to  wireless  phones,  from  cookie  baking  to 
Internet  surfing.  Illinois  is  leading  the  world  in  technology 
and  innovation.  Shabbir  Ahmed  (above)  ofArgonne  National 
Laboratory  experiments  with  a  device  that  could  bring  electric 
cars  closer  to  practical  use. 

to  Strong  partnerships  with  the  state's  leading  medical 
centers  and  research  universities.  The  640-acre  Illinois 
Medical  Center  in  Chicago  is  one  of  the  largest  in  the  U.S. 
and  is  anchored  by  the  University  of  Illinois  at  Chicago, 
Rush-Presbyterian-St.  Luke's  Hospital,  Cook  County  Hos- 
pital and  Chicago  Technology  Park. 

Some  of  the  largest  medical  products  manufactur- 
ers in  the  U.S.  are  headquartered  in  Illinois,  including 
Baxter  International,  Beltone  Electronics,  and  Siemens 


At  EVEREN  Securities,  we've  taken  ninety 
years  of  investment  experience  and  created  an 
independent,  employee-owned  investment 
securities  firm.  We  combine  regional  expertise 
with  a  national  presence,  and  we'll  jump 
through  hoops  to  provide  in-depth  research, 
expert  trading,  and  unmatched  personal  service. 


OUR  SPECIALTY 


Call  1-800-2-EVEREN  for  more  information 
today.  Because  as  owners,  the  better  we  do  for 
you,  the  better  we'll  do. 


EVEREN 


SECURITIES 
A  vested  interest  in  your  success. 


Member  NYSE  and  other  principal  exchanges.  Member  SIPC.  ©  1995,  EVEF!EN  Securities,  Inc. 


tars  (ifl  the  Sita  Prairie: 
lUiDois  Foryes   Territory  in  Tedmology 


At  places  like  the  University  of  Illinois  Institute  of  Technology 
and  Argonne,  academia  and  entreprenuerialism  come  together 
to  invent  new  business  opportunity.  An  Argonne  researcher 
(above)  develops  new  ceramic  materials  in  a  joint  Argonne- 
Amoco  Corp.  venture  to  convert  natural  gas  to  sythesis  gas. 
a  first  step  toward  developing  many  new  industrial  chemicals. 

Gammasonics.  Dozens  of  firms  are  involved  in  the  research 
and  manufacture  of  bio-related  materials  in  agriculture, 
bioremediation,  food  processing,  and  pharmaceuticals, 
including  DeKaib  Genetics,  A.E.  Staley  and  Allied 
Signal,  and  Abbott  Laboratories. 

in  Illinois  the  name  of  the  game  is  technology  trans- 
fer. Scientists  in  more  than  600  public  and  private  labo- 
ratories are  helping  businesses  not  only  navigate  the  infor- 
mation highway,  but  improve  the  food  we  eat,  the  cars  we 
drive,  the  offices  in  which  we  work,  and  much  more. 


Here's  a  sampling: 

At  NCSA  a  new  3d  "virtual  reality"  computer  program 
now  being  developed  will  allow  engineers  and  designers 
to  track  and  remedy  air  flow  problems  in  office  buUdings. 
Carrier,  the  air  conditioning  manufacturer,  plans  to  use  the 
technology  to  improve  its  products.  NCSA  is  helping 
numerous  "industrial  partners"  transfer  new  technologies 
to  the  marketplace,  including  Motorola,  American  Airlines, 
and  the  Tribune  Company. 

At  Argonne  Laboratory  scientists  help  businesses  in  a  vari- 
ety of  ways  to  create  new  products  and  processes  and  to  solve 
scientific  and  technical  problems.  Funded  by  the  U.S.  Depart- 
ment of  Energy,  Argonne  has  been  the  source  of  more  than 
30  spin-off  companies  since  1984.  One  such  company,  Illi- 
nois Superconductor  Corporation,  went  public  in  1993  and 
is  about  to  launch  SpectrumMaster,  a  radio  frequency  filter 
that  will  allow  cellular  base  stations  to  improve  the  quality 
of  their  customers'  cellular  calls.  Another  spin-off,  Nanophase 
Technologies  Corporation,  is  the  world's  leader  in  the  pro- 
duction of  ceramic  and  metallic  particles  which  are  about 
one-ten  thousandth  of  the  diameter  of  a  human  hair  At  this 
near-atomic  size,  the  elements  can  be  molecularly  engi- 
neered for  a  wide  range  of  commercial  uses. 

At  the  Research  Center  at  Chicago  Technology  Park,  a  bio- 
tech  firm  ThermoGen  Inc.  is  developing  products  from 
bacteria  found  in  hot  springs  for  use  in  food  processing, 
chemical  synthesis  and  pharmaceutical  production.  The 
Research  Center  at  CTP  is  the  nation's  largest  bio-tech 
incubator  laboratory  facility,  and  a  major  player  in  the 
burgeoning  bio-tech  industry  in  and  around  Chicago. 

"Expect  to  see  more  and  more  technology-driven  com- 
panies dotting  the  Illinois  landscape,"  says  Thomas  V. 
Thornton,  president  of  the  Illinois  Coalition,  a  non-profit 
group  dedicated  to  strengthening  Illinois'  economy  through 
science  and  technology.  "Significant  steps  are  being  taken 
in  the  public  and  private  sector  to  promote  the  same  sort 
of  technology-based  economic  growth  witnessed  in  Silicon 
Valley  and  along  Boston's  Route  128." 


Frozen  yogurt  across  the  Sahara  desert. 
Fresh  produce  to  the  Mediterranean  coast. 
Gallon  ice  cream  to  the  corner  market.  As 
the  world  leader  in  transport  refrigeration, 
Thermo  King  must  meet  the  daily 
demands  of  customers  around  the  globe. 
So,  when  Thermo  King  needed  a  supplier 
of  custom  contactors  for  their  refrigera- 
tion units,  one  who  could  support  their 
operations  in  both  the  U.S.  and  Ireland, 
they  came  to  Square  D. 

With  our  world-wide  manufactur- 
ing capability,  we're  able  to  supply 
Thermo  King  with  the  parts  they  need, 
when  they  need  them,  where  they  need 
them,  with  special  solutions  for  both  the 
U.S.  and  European  markets. 

When  your  requirements  are  this  critical, 
there's  no  better  partner  than  Square  D. 
After  all,  we  don't  just  mcike  great  products 
-  we  take  ownership  in  your  total  program. 
Call  1-800-888-2448,  ext.  65211  for  more 
information  on  how  we  can  help  you  reach 
your  manufacturing  and  performance  i 
gOcJs.  No  matter  what  (or  where)  they  cire. 


GROUPE  SCHNEIDER 


SQUARE  O 


©  19^>5  Square  D  All  rights  resemed 
Thermo  Kins  is  a  registered  trademark 


Fromtasportation 


An  internationally-minded  business  person 
could  not  pick  a  better  location  for  reaching 
the  global  markets  than  Illinois.  Chicago's 
O'Hare  International  Airport  is  the  busiest 
in  the  world — more  than  66  million  trav- 
elers passing  through  every  year  and  more 
than  one  arrival  or  departure  every  minute. 
The  airport  also  is  home  to  two  of  the 
world's  major  airlines,  United  Airlines  and 
American.  Each  operates  major  hubs  at 
O'Hare,  giving  the  region  a  breadth  of  ser- 
vice unparalleled  anywhere  else  in  the 
country. 

United  Airlines  has  2,000  daily  sched- 
uled flights  serving  151  airports  on  five 
continents.  Some  14.6  million  passengers 
flew  out  of  O'Hare  on  United  on  1994 — 
more  than  40,000  per  day  on  an  average  of 
406  daily  departures.  United  offers  travel- 
ers non-stop  flights  to  88  domestic  and 
eight  international  destinations.  With 
16,639  employees  in  the  Chicago  area  and 
a  44.8  percent  market  share,  United  ranks 
eleventh  among  Chicago's  top  employers. 

American  Airlines  and  its  regional  airline 
partner,  American  Eagle,  offer  passengers 
nearly  500  daily  departures  from  its  "Gate- 
way to  the  World"  hub  at  O'Hare.  American 
is  the  largest  international  carrier  at  O'Hare 
with  flights  to  London's  Heathrow  Airport, 
Manchester  and  Birmingham,  England, 
Glasgow,  Stockholm,  Brussels,  Frankfurt, 
Paris,  Milan,  and  Zurich.  American  also 
offers  nonstop  service  to  Ottawa,  Calgary, 
Winnipeg,  Toronto,  and  Montreal,  Canada. 
In  the  early  80s  American  had  approximately 


Ilinois'  O'Hare  Air  port  givti  i.  > 
business  executives  day-trip  access  to  I 
makes  overseas  travel  a  breeze. 


25  employees  in  Chicago;  today,  the  two 
carriers  have  more  than  1 1,000  Chicago- 
based  employees. 

O'Hare  airport  is  but  one  piece  of  an 
elaborate  transportation  network  consid- 
ered by  many  to  be  the  best  in  the  country. 
Chicago  boasts  the  largest  rail  gateway  in  the 
country;  more  than  two  dozen  railroads 
provide  service  to  every  part  of  the  United 
States.  Chicago  also  is  a  magnificent  inland 
port  city,  offering  shippers  70  terminals 
along  the  Illinois  waterway  system — with 
direct  links  to  the  Atlantic  Ocean  and  the 
Gulf  of  Mexico.  Some  2,000  miles  of  inter- 
state highways — more 
than  all  but  two  other 
states — and  17,065 
miles  of  state  highways 
make  Illinois  a  top 
thoroughfare  for  east- 
west  and  north-south 
shipping  routes. 

Information  also 
moves  briskly  along 
more  than  200,000 
miles  of  fiber-optic 
cable.  By  1998  the  entire 
state  will  be  "wired"  for 
digital  switching.  The 
state's  world-class  re- 
search institutions — 
including  University  of 
Chicago,  University  of 
Illinois,  Northwestern 
University,  the  Illinois  Institute  of  Tech- 
nology, Argonne  National  Laboratory,  and 
Fermilab — and  the  more  than  600  public 
and  private  research  labs  have  set  a  high 
standard  for  the  state's  communications 
infrastructure.  Ever  since  Illinois  Bell  intro- 
duced the  nation's  first  touch-tone  phones, 
the  state  has  been  an  important  testing 
ground  for  new  communications  technolo- 
gy. Fiber-optic  com.munications,  rapidly 
becoming  the  state-of-the-art,  was  first  test- 
ed in  Illinois  20  years  ago.  Ameritech  pio- 
neered the  first  commercial  cellular  com- 
munications service  in  1983.  Today,  Motorola 
is  leading  a  whole  industry  into  the  future 
with  its  cellular  technology.  Illinois  busi- 
nesses have  access  to  all  of  this  technology — 
at  some  of  the  lowest  rates  in  the  country. 


Illinois:  A  Study  in  Contrasts 

From  quiet,  rural  towns  to  the  up-and- 
coming  high-tech  mecca,  Champaign- 
L'rbana,  to  Chicago,  "the  city  of  the  big 
shoulders,"  Illinois  offers  a  style  of  life  for 


Tort  reform,  workers'  comp  cost-cutting, 
and  tax  caps  are  top  priorities  under  the 
state  capitol  dome. 


every  taste.  If  you  like  world-class  art  musi 
ums,  symphonies,  theaters,  and  cuisin 
Chicago  is  "your  kind  of  town."  Spor 
enthusiasts  who  can't  get  tickets  to  che( 
on  Michael  Jordan  and  the  Chicago  Bull 
can  still  whet  their  appetite  with  the  Bea 
or  the  Cubs  or  the  White  Sox — or  even  th 
Blackhawks  of  the  National  Hockey  Leagu 
A  "collar"  of  more  than  200  cities,  towr 
and  villages  surrounds  Chicago  prope 
offering  beautiful  neighborhoods — incluc 
ing  the  famous  Oak  Park  where  Fran 
Lloyd  Wright  developed  his  famous  prairi 
school-style  buildings — glittering  reta 
malls,  the  well-know 
Brookfield  Zoo,  an 
several  outstandin 
colleges  and  universi 
ties.  Northern  Illinoi 
is  a  mix  of  big  citie 
like  Rockford  ani 
Rock  Island  ani 
charming  small  town; 
Central  Illinois,  th 
land  where  Lincoli 
honed  his  politica 
skills,  today  boasts  sev 
eral  top  state  universi 
ties,  including  the  Uni 
versity  of  Illinois  a 
Champaign-Urbana 
an  area  that  Busines 
Week  ranked  as  one  o 
the  top  15  "hot  spots 
for  high-technology  growtl 


m  the  U.S 
opportunities.  Western  Illinois  inspirec 
Mark  Twain  and  the  romance  of  the  river 
continues  there  today.  The  sparsely  popu 
lated  Southern  Illinois  draws  archaeologist: 
to  the  10,000  year  old  Modoc  Rock  Shelte 
e.xcavation — and  tourists  to  its  scenic  hill: 
and  sparkling  lakes. 

Families  and  businesses  grow  stron< 
in  Illinois,  with  its  deep  roots  in  home  anc 
community  and  its  "can-do"  attitude.  Lit 
tie  wonder  that  the  state's  per  capiti 
income  was  nine  percent  higher  than  the 
nation's.  Illinois  ranks  ninth  among  the 
states  in  per  capita  personal  income 

"Illinois  has  always  been  a  profitable 
place  to  live  and  work,  whether  you  just 
want  a  job  with  an  honest  wage  or  you  want 
to  build  a  company  with  a  good  product,' 
says  Governor  Edgar.  "Now,  thanks  to  th 
strength  and  diversity  of  our  economy,  an 
the  pro-jobs  climate  in  state  government, 
great  place  for  business  is  better  than  ever. 

This  special  advertising  section  was  writtei 
by  Kelsey  Menehan,  a  frequent  contributoi 
to  Business  Week  special  sections. 


BUSINESS  WEEK/DECEMBER  II,  Ivy.S 


When  you're  working  out  of  Chicago, 
American  Airlines  is  one  business 
tool  you  can't  afford  to  be  without. 
Because  American  flies  you  to  more 
of  the  places  you  do  business. 

Daily  Nonstops  To 
Key  Business  Centers. 

For  starters,  American's  expanded 
Chicago  service  offers  more  than 
500  American  and  American  Eagle"* 
departures  from  O'Hare  to  key  U.S. 
business  centers  every  business  day 

Extra  Nonstops 
To  Camida. 

To  make  traveling  to  Canada  more 
convenient,  American  has  added 


more  nonstops  and  service  to 
more  Canadian  cities  than  ever  be- 
fore, including  Montreal,  Toronto, 
Calgary,  Ottawa  and  Winnipeg. 

The  Most  Nonstops 
To  Europe. 

As  for  Europe,  American  has  the 
most  nonstops  of  any  airline  in 
Chicago,  with  daily  service  to  10 
European  cities  in  eight  countries. 

More  Business  Support 
OnTheGroum. 

When  you're  on  the  ground  be- 
tween flights,  you'll  find  American's 
Admirals  Club^  is  the  perfect  place 


to  work  or  relax.  If  business  calls 
for  a  meeting  at  the  airport,  simply 
step  over  to  American's  exclusive 
Executive  Center"*.  And  if  you're  an 
Advantage  Platinum®  member, 
you'll  receive  the  additional  benefit 
of  your  own  Service  Center  with 
access  to  essential  business  services. 

The  next  time  you  fly  out  of 
Chicago,  fly  the  airline  that  not 
only  means  business  in  Chicago, 
but  defines  it.  American  Airiines. 
Call  your  Travel  Agent  or  American 
at  1-800-433-7300  for  domestic 
travel  or  1-800-624-6262  for 
international  travel. 


AmericanAirlines 

We  mean  busitiess  in  Cbia^' 


We  Mean 
Business  In 
Chicago. 


BusinessWeek 


1-800-356 

Order  cede  #951 

Or 

FAX  this  page 
1-609-786 


SPECIAL  ADVERTISING  SECTI 


ILLINOIS:  A  GREAT  PLACE  F< 
BUSINESS  KEEPS  GETTING 
BETTER 


1.  Illinois  Department 

of  Commerce  &  Community 
Affairs 

2.  Illinois  Power 

3.  Square  D  Company 


till 


Please  Print 

Name 


Business 

Address 

City 

State 


J  BUSINESS  J  HOMB 


Zip 


J  BUSINESS  □  HOME 


EXTENSION 


Telepiione 


Please  check  one  response  for  each  lollowing  question. 

1  What  is  your  company's  type  of  business? 

1  □  Agriculture  2  □  Mining,  Construction  3  □  Manufacturing,  Processing  4  □  Wholesale,  Retail  Trade 
5  □  Finance,  Insurance.  Real  Estate  6  □  Government  7  □  Transportation,  Public  Utilities 
8  □  Service  Industries  9  □  Other  -  Please  Specify: 

2  What  is  your  title? 

A  □  Ch  airman  oi  the  Board  B  U  President  C  Q  Vice  President  D  m  Treasurer,  Secretary 

E  □  General  Manager  F  □  Division  Manager  G  □  Department  Manager  H  □  Other  Manager 

I  □  Student  J  □  Other  -  Please  Specify: 

3  How  many  employees  in  your  company  worldwide? 

la  Under  100  2  □  100-999  3  □  1,000-2499  4  □  2,500  -  4,999  5  0  5,000  -9,999  6  □  10,000  or  more 


#9; 


Requests  will  be  hona 
till  February  12,199! 


Please  circle  advertisi 
numbers 


1    2  3 


anagement 


LAW  ENFORCEMENT 


^  A  SAFER 
\NEW  YORK  CITY 

I   « Commissioner  Bratton's  businesslike 
I     crime-fighting  is  paying  huge  dividends 


It  6:45  on  a  recent  morning  at  New 
York  City's  police  headquarters, 
precinct  captains  from  Brooklyn 
file  into  a  war  room  to  plot  crime- 
hting  strategies.  To  an  outsider,  these 
uld  not  seem  to  be  the  innovative 
•naround  artists  of  a  troubled  organi- 
:ion.  Posted  on  one  wall  is  an  odd 
ido:  "We're  Not  Just  Report-Takers — 
i're  the  PoHce!"  A  huge  box  of 
inkin'  Donuts  sits  on  a  nearby  table. 
But  these  cops,  following  the  lead  of 
lice  Commissioner  William  J.  Brat- 
1,  are  arguably  the  reason  that  1,000 
ver  New  Yorkers  w\\\  be  murdered 
is  year  than  in  1990  and  that  some 
,000  fewer  cars  will  be  stolen.  Re- 
irkably,  Bratton  is  managing  to  cut 
me  on  the  mean  streets  of  New  York 
a  stunning  degree.  Upon  arriving  in 
nuary,  1994,  Bratton  annoimced  gi-and- 
that  he  and  his  38,000  urulbrmed  cops 
)uld  "fight  for  every  house  in  the  city; 
i  wiW  fight  for  every  street;  we  will 
;ht  for  every  block, 
id  we  will  win." 
Much  to  everyone's 
rprise,  he  has  made 
jniflcant  headway  to- 
ard    delivering  on 
at  promise.  In  1994, 
ajor  felonies  in  New 
)rk  fell  by  12%,  while 
ich  crimes  nationwide 
11  2%.   This  year, 
ratton  has  vowed  to 


crime-fatigued  New  Yorkers  to  lop  off 
an  additional  15%.  He's  on  track,  too.  In 
the  first  nine  months  of  1995,  felonies  in 
New  York  City  fell  18%  vs.  the  same 
period  of  1994.  "There  have  never  been 
results  like  these,"  says  Thomas  A.  Rep- 
petto,  president  of  New  York's  Citizens 
Crime  Commission,  a  private  watchdog 
gi'oup.  "It's  a  level  of  police  presence 
and  control  that  we  have  not  had  in  a 
generation  in  New  York." 

Bratton,  a  48-year-old  Bostonian,  is 
optimistic  that  New  York  will  show  the 
largest  or  second-largest  decrease  in  all 
major  crime  categories  when  the  FBI 
releases  national  crime  data  in  mid-De- 
cember. The  payoff  for  New  Yorkers 
should  be  a  growing  realization  that  the 
city  is  among  the  safest  in  the  country. 
On  a  key  ratio  of  crimes  divided  by  the 
populations  of  about  180  U.  S.  cities, 
Bratton  expects  New  York  to  rank 
150th  for  the  fii'st  half  of  1995,  consid- 
erably better  than  its  116th  slot  in  1994. 

Crime's  Decline  in  the  Big  Apple 

MAJOR  FELONIES,  FIRST  NINE  MONTHS  OF  1995  VS.  FIRST  NINE  MONTHS  OF  1993 

OVERALL      MURDER       Rfi^E       ROBBERY     ASSAULT    BURGLARY    LARCENY    CAR  THEFT 
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BRATTON:  "/  equate 
profit  with  reduced 
crime  " 

Much  of  what  Brat- 
ton   has    done  to 
achieve  such  results 
would  seem  mdimen- 
taiy  to  a  private-sec- 
tor executive.  But  in 
an  organization  as  in- 
sular and  rudderless 
as   the   New  York 
City   Police  Dept., 
even  seemingly  small 
adjustments  repre- 
sent   vast  change. 
Bratton  is  introduc- 
ing technology,  such 
as  LAN  systems  in 
precincts  and  cellular 
phones  in  squad  cars, 
that  are  leading  to 
great  gains  in  police 
effectiveness.  And,  he 
says,  he's  bringing 
the  results-oriented 
discipline  of  the  pri- 
vate sector  to  the 
nypd:  "I  equate  prof- 
it with  reduced  crime."  To  teach  his  top 
staffers  how  a  private-sector  organiza- 
tion works,  Bratton  has  had  such  cor- 
porate chieftains  as  General  Electric's 
Jack  Welch,  Johnson  &  Johnson's  Ralph 
Larsen,  and  American  Express'  Hai-vey 
Golub  in  for  "executive  breakfasts."  Dig- 
ital  Equipment   Corp.'s   Robert  B. 
Palmer  is  coming  in  December,  and 
Warnaco  Group  Inc.'s  Linda  J.  Wachner 
is  coming  next  year. 
MORE  BYTE.  Bratton's  corporate  guests 
probably  little  imagined  just  how  behind 
the  times  the  nypd  was  when  Bratton 
took  over  Crimes  used  to  be  tracked  at 
each  precinct  with  colored  pins  and  wall 
maps,  and  citywide  data  were  months 
old  by  the  time  they  were  assembled  at 
police  headquarter-s.  Now,  ciime  data  are 
computerized  and  collected  daily  so  that 
Bratton  and  his  staff  can  spot  developing 
trends  and  deeper  problems. 

Most  significantly,  Bratton  issued  a 
clear,  simple  goal  for  the  entire  depart- 
ment: Cut  crime. 
Amazingly,  the  com- 
mon behef  before 
Bratton's  arrival  was 
that  the  police  could 
do  httle  to  actually  re- 
duce crime.  Law- 
breaking,  the  thinking 
went,  was  caused  by 
societal  factors  beyond 
law  enforcement's  con- 
trol. Cops'  efficiency 


DATA:  NEW  YORK  POLICE  DEPT 


Can  your 
software 
do  this? 


The  faster  you  can  get  information  out 
into  your  organization,  the  faster  vom- 
people  ran  put  it  to  work. 
That  s  lilt-  reason  why  Lotus"  Notes"  lias  Ix-eome  such 
a  fundamental  part  o(  I)usiness  everywhere.  It  not  only 
makes  the  most  ■■  irrent  information  available  to  everyone 
across  the  organ izai  kui,  it  helps  people  work  faster,  work 
smarter  and  —  most  important  —  work  together. 

But  what  al)out  information  yf»u  rec  e'ive  or  produce 


*Outsid.-  Nortli  Am.TM-a.  .„„li„t  y.iur  lor  al  IRM  clfi,-,-.  Th,-  lltM  li.„i,.-  :  i  .,1  llll|.:/7«^^^^  il.rn 

of  Intrrii.  i.il  liiiMiir,^  Ma.'hin.--  1 1, nil. .ral icn.  I.ouis  anil  Lotus  ^.lt.■^  an-  ivpskTr.l  liailntiaik^  ..I  I  , 

evliiM\.>lv  llii"u-i>  \/U|,.  ,1  I  ,„i,|,ain  I  iriiil.-il  Mariiitrjsli  is  a  rogistiT.'d  trailaiiark  ..I  V|.|.lr  I  ;.,i,i|,,il.-r  (  . 


that  doesn't  start  out  in  electronic  form?  Such  as  vide 
order  forms,  faxes  and  correspondence.  Or  materials  spf 
to  your  business,  like  X-rays  or  photographs. 

Well,  now  Lotus  Notes  works  hand-in-hand  with  II 
scalable  ImagePlusf  This  is  the  same  imaging  solutior 
that  handles  millions  of  documents  every  day  in  some 
the  world's  busiest  financial  and  insurance  companies. 

The  combination  of  Lotus  Notes  and  ImagePlus  aiwi 
you  to  build  a  system  that  will  digitize  the  lull  range 

ni,  IBM.  Iniaf^cPllis  and  OS/2  an"  rcfjistcrt-d  tiad.-niarks  and  Solutions  for  a  small  piaiK-t  is  a  trarll 
s  t  I'  v.-lopment  Corporation.  UiNIX  is  a  tv^i-iro  d  iratleniark  in  the  U.S.  and  otlicr  miinlrii-s.  Ii(l 
W  indnws  is  a  registered  trademark  of  Mn  ro-oll  I  "i|ioration.  ©  1995  IBM  (iorp,  \ll  ri^'lils  ri'scrv| 


isiness  information.  Catalog  images  for  future  use. 
atomate  the  flow  of  i1(k  iiments  so  they  move  efti- 
from  one  person  to  the  next,  around  the  offic("  or 
.  the  world  —  empowering  people  to  collaborate 
he  broadest  variety  of  materials, 
iw  information  that  starts  with  one  [jerson  can  be 
iiately  accessible  to  all.  And  you  can  use  one  famihar 
ce  across  all  of  your  desktop  and  mobile  computers, 
^r  they  run  Windowsf  OS/2:  UNIX*  or  Macintosh! 


Take  advantage  of  our  products  and  skills  (and  those 
of  our  industry  partni-rs)  to  lielp  your  peo|)le  work  more 
closely  together,  sharing  up-to-the-second  materials.  Just 
call  us  at  1  800  IBM-3333:  ext.  GAf  50,  or  visit  our  Web  site 
at  http://www.software.ibm.com  for  more  information. 


Solutions  for  a  small  planet 


Management 


was  largely  measured  by  how  quickly 
they  responded  to  911  calls. 

While  societal  issues  certainly  play  a 
big  role,  Bratton  thought  that  by  man- 
aging the  department's  considerable  re- 
sources more  effectively,  he  could  have  a 
big  impact  on  how  many  crimes  were 
actually  committed.  For  example,  un- 
der the  community-policing  strategies 
of  recent  years,  individual  street  cops 
had  been  empowered  to  lai'gely  set  their 
own  schedules.  As  a  result,  many  street 
cops  worked  bankers'  hours — daytime, 
Monday  to  Friday. 

But  most  crimes  are  committed  on 
nights  and  weekends.  Since  no  one  was 
held  accountable  for  increases  in  a 
precinct's  ciime  rate,  executives  at  head- 
quarters were  slow  to  see  the  problem, 
Bratton  says.  Now,  power  to  schedule 
staffing  and  most  other  personnel  mat- 
ters rests  in  the  hands  of  Bratton's  76 
precinct  commanders,  who  are  given  a 
fi'eer  reign  to  nin  their  station  houses, 
as  long  as  the  crime  data — which  Brat- 
ton gets  daily — continue  to  decline. 

But  Bratton's  chief  managerial  tool 
in  his  jihad  to  cut  New  York's  crime 
rate  by  double  digits  is  the  early-mom- 
ing  meetings  knowTi  as  Compstat  ses- 
sions. At  Compstat,  precinct  comman- 
ders from  different  boroughs  of  the  city 
meet  weekly  at  headquarters.  They're 
skewered  for  allowing  major  crimes  to 
increase  and  must  explain  to  Bratton, 
his  top  brass,  and  other  precinct  com- 
manders what  happened  and  what  is 
being  done  to  reverse  the  trend  quickly. 
HELD  ACCOUNTABLE.  In  the  hot  seat  at 
a  recent  Compstat  is  Captain  Michael 
Gabriel,  who  manages  Brooklyn's  81st 
Precinct.  Thirty-four  people  have  been 
murdered  there  this  year,  an  alarming 
62%  annual  rise.  "The  citywide  trend 
is  down  37%,  and  you're  up  62%,"  says 
Jack  Maple,  Bratton's  chief  strategist. 
"It's  a  serious  problem  we're  having," 
Gabriel  acknowledges,  looking  uncom- 
fortable. On  a  wall-size  screen  hooked 
up  to  a  computer-mapping  program, 


Maple  examines  the 
mui'ders  according  to  the 
hour  they  were  commit- 
ted and  then  has  the 
computer  display  the  lo- 
cations of  drug  com- 
plaints as  well. 

The  map  shows  that 
most  of  the  murdere  take 
place  on  a  street  where 
44  shops  are  fronts  for 
drug  dealers.  Gabriel  has 
closed  down  nine  of  the 
storefronts,  but  the  re- 
maining 35  are  still  caus- 
ing problems.  Maple  asks 
why  more  drug  store- 
fronts haven't  been 
closed.  After  some  prob- 
ing, he  learns  the  prob- 
lem is  civil-coui't  judges 
in  Brooklyn  who  won't 
sign  the  ordere  needed  to 
close  them.  Maple  orders 
an  investigation  and  tells 
Gabriel  to  coordinate  his 
efforts  with  a  specialized  narcotics  squad. 
Gabriel  is  given  two  weeks  to  show  he's 
making  headway.  "We're  more  directed, 
more  focused,  and  reacting  quicker," 
Gabriel  says. 

Even  Bratton's  critics  concede  the  de- 
crease in  crime  is  having  a  profound  im- 
pact on  the  city.  "Thank  God,  thank  Bill 
Bratton  that  those  numbers  have  gone 
down,"  says  Norman  Siegel,  executive 
dii'ector  of  the  New  York  Civil  Liber- 
ties Union.  But  Siegel  complains  that  re- 
sults-oriented cops  are  resorting  to 
"questionable  street-justice  tactics,"  such 
as  illegal  searches,  and  that  incidents  of 
police  brutality  logged  by  his  office  are 
up.  Other  Bratton  critics  argue  that  oth- 
er factors,  such  as  longer  prison  teiTns, 
the  hiring  of  about  7,000  more  cops,  and 
the  decline  of  crack,  have  more  impact  on 
falling  crime  than  management  by  Brat- 
ton. "No  one  can  question  there's  a  dif- 
ference," Bratton  responds.  "We're  not 
hiding  bodies." 


Falling 
Felonies 

NYC  LEADS  IN  REDUCING 
SEVEN  MAJOR  FELONIES 

1994  RATES 


NATIONAL  AVERAGE 


12  -8  -4  0 
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DATA,  FEDERAL  BUREAU  OF  INVESTIGATION 


But  Bratton  does  f 
two  thorny  issues  t 
threaten  his  ability 
continue  delivering 
steep  crime  decrea 
New  Yorkers  are  beg 
ning  to  expect.  He 
contractually  unable 
award  good  perfoi-m^ 
pay    raises    or  me 
bonuses,  and  rank-ai 
file  cops  are  grow: 
restless  with  their  st 
nant    wages  and 
creased  responsibiliti€ 
Then  there's  Bratto 
boss.  New  York  Maj 
Rudolph    W.  Giulia 
When   GiuHani  tapp 
him,  Bratton  was  Bostc 
police  chief.  But  Bratt 
was  already  well-kno' 
in  New  York,  thanks 
a  successftil  and  well-pi 
licized  stint  in  the  eai 
1990s  mnning  the  the 
independent  police  force  of  New  Yor 
transit  system.  Giuliani  is  seen  as  reh 
tant  to  shai'e  the  spotlight,  and  Bratton 
probably  the  city's  second-best-recogniz 
official.  With  crime  way  down  and 
election  yeai-  looining,  it's  unlikely  Giulij 
will  risk  filing  his  successful  police  chi 
But  eai'lier  this  year,  soui'ces  say,  Bratt 
nearly  left  after  a  contretemps  in  whi 
Giuliani  disbanded  Bratton's  pubUc-affaj 
department.  And  Bratton,  whose  sala 
is  only  $110,000  a  yeai",  isn't  shy  about  1 
ambition  to  make  a  jump  into  corpora 
life  one  day. 

That's  not  as  far-fetched  as  it  sounc 
Thanks  to  his  high  profile  in  New  Yoi 
Bratton  hobnobs  vrith  Sony  ceo  Micha 
P.  Schulhof  in  the  Hamptons  and  refe 
to  financier  Henry  R.  Ki'avis  as  a  "go» 
friend."  These  days,  "ceo  Brattoi 
seems  about  as  far-fetched  as  tl 
prospect  of  New  York  becoming  one 
the  safest  cities  in  the  country. 

By  Elizabeth  Lesly  in  New  Ya 


I 


Fixing  the  NYPD's  Blues 


Since  arriving  in  January,  1994,  Commissioner  Bill  Bratton 
has  applied  some  basic  management  techniques  to  the  NYPD 


IDENTIFY  A  GOAL 

The  NYPD's  job  is  to  cut  crime. 
Before,  cops  were  reactive. 
Bratton  fired  any  high-level  cop 
who  refused  to  believe  crime 
could  be  slashed  by  managing 
resources  more  intelligently. 
Now,  success  is  measured  by 
the  decrease  in  the  crime  rate. 


EpPACE  TECHNOLOGY_ 

Crime  was  tracked  with  pins 
and  wall  maps.  Spotty  citywide 
data  were  delivered  to  head- 
quarters months  later.  Now,  all 
precinct  data  are  entered  daily 
into  a  computerized  mapping 
program.  Police  use  the  intelli- 
gence as  a  diagnostic  tool. 


FOCUS  AUTHORITY 

Manpower  deployment  has 
been  given  to  Bratton's  76 
precinct  commanders,  who  are 
able  to  manage  their  resources 
as  they  like  so  long  as  crime 
continues  to  go  down.  Street 
cops  don't  set  their  own 
schedules  anymore. 


MANAGE  YOUR  BOSS 

New  York  Mayor  Giuliani  is 
famously  difficult.  Bratton  has 
thus  far  enjoyed  a  detente 
with  his  prickly  boss  by  deliv- 
ering stellar  results,  thereby 
making  it  politically  unfeasible 
for  Giuliani  to  fire  him. 

DATA:  BUSINESS  WEEK,  NYPD 
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When  was  the  last 
time  you  had  this 
much  fun  in  a  car... 


-]®©1995  GM  Corp.  All  rights  reserved 
Riviera  is  a  registered  trademark  ol 
GM  Corp.  Buckle  up.  America! 


Riviera  $399 


USA 

Official  Sponsor  of  the 
1996  U.S.  Olympic  Team 


Buick  SmartLease*  $1,800  down/30  months 


OR 


Buick  SmartLease  Plus. $12,321     single  up-front  payment/ 
30  -month  lease  — savings  o  f  $1,449 


Get  into  a  new  Riviera  and  get  excited  . . 
"eally  excited  about  driving  again.  Witli  a 
MO-tiorsepower  supercharged  engine  and 
i  body  structure  that  sets  a  new  standard 
:or  structural  integrity  among  luxury 
coupes  —  Riviera  is  a  good  time 
waiting  to  happen.  And  because 
Riviera's  new  body-sensitive  Rivicra  by 


seats  have  been  tested  by  hundreds  of 
people  driving  over  100,000  miles,  you'll  be 
extremely  comfortable  while  you're  having 
fun.  Especially  now,  when  you  can  choose 
from  two  comfortable  lease  plans. 
For  more  information, 
call  1-800-4-RIVlERA  or  see  your 
Buick        local  Buick  dealer  for  details. 


*$399,00  per  month  for  30  months,  $1,800  00  DOWN  PAYMENT  $2,649  00  due  at  lease  signing  (first  month's  payment  of  $399  00,  plus  $450.00  refundable  security  deposit,  plus  down 
layment)  Taxes,  license,  title  fees  and  insurance  extra.  GMAC  must  approve  lease.  Example  based  on  1996  Riviera  with  ISE  package,  leather  bucket  seats.  Supercharged  engine,  Astroroof 
ind  heated  memory  seats,  $34,362.00  MSRP,  including  destination  charge.  Monthly  payments  total  $11,970,00,  Payments  may  be  slightly  higher  in  Alabama,  California,  Connecticut,  Hawaii, 
Jew  York,  Rhode  Island,  Texas  and  Virginia,  Option  to  buy  at  lease  end  at  price  determined  at  lease  signing.  Mileage  charge  of  $.15  per  mile  over  30,000  miles  Lessee  pays  for  excess  wear, 
'ou  must  take  retail  delivery  out  of  dealer  stock  by  .lanuary  31.1996.  Dealer  participation  may  vary  See  your  participating  dealer  for  qualification  details.  **30-month  SmartLease  Plus: 
/lake  all  payments  in  advance  totaling  $12,321  plus  refundable  security  deposit  of  $450  for  a  total  of  $12,771  due  at  lease  signing.  Cash  savings  based  on  comparison  of  total  monthly 


Can  Jerry  Levin  keep 
a  grip  on  Time  Warner? 
Don't  count  him  out 


Is  the  Atlanta  Braves  edged  the  Cleveland  Indians  to 
win  the  chilly  first  game  of  this  year's  World  Seiies, 
TV  cameras  panned  in  on  media  mogiil  Ted  Turner  in 
the  warm  embrace  of  actress  Jane  Fonda.  No  sui- 
piise  there:  The  dashing  Braves'  owner  and  his  beau- 
tiful wife  are  baseball's  equivalent  of  the  Royal  Fam- 
Vlore  puzzling,  though,  was  the  slight,  graying  man  standing 
;  to  them  in  a  dowdy  ski  jacket  and  a  brand-new  baseball 
Ted  and  Jane's  guest  that  evening  looked  more  Uke  the 
ner  of  a  "Sit  in  the  Owner's  Box"  sweepstakes  than  what 
vas:  TYu'ner's  potential  boss  and  head  of  Time  Warner  Inc. 
ierald  M.  Levin  has  never  looked  or  acted  like  a  media 
fill.  He  rarely  even  tries.  That  wouldn't  matter  so  much 
apt  that  his  relative  lack  of  charisma  is  often  linked  to 
e  Warner's  sagging  stock  price.  Ever  since  early  1993, 
in  he  took  over  Time  Warner's  chairmanship  from  the 
Steven  J.  Ross,  Levin  has  been  dogged  by  the  notion 
:  he  is  inappropriate  for  the  job.  His  capital  as  chainnan 
CEO  has  sagged  to  the  point  where  calls  for  his  removal 
dly  raise  an  eyebrow. 

)Ut  Levin  is  very  much  the  ceo  of  Time  Warner,  and  one 
'ning  in  mid-November  he  proved  it.  He  ushered  one  of 
best-respected  lieutenants  into  a  room  atop  Time  Warner's 
•kefeller  Center  headquaitei's  and  fii-ed  liim  without  wam- 
.  Michael  J.  Fuchs,  the  longtime  chainnan  of  Home  Box 
ice  Inc.,  had  only  six  months  earher  been  assigned  to 
1  in  up  a  messy  set  of  executive  mutinies  at  Warner  Music 
)up  Inc.  Now,  to  pave  the  way  for  a  broad  corporate  re- 
actuiing,  he  was  being  sacrificed  for  his  inability  to  get 
ig  with  rivals  Robert  A.  Daly  and  Teny  S.  Semel,  co-CEOs 
he  Warner  Bros.  Inc.  studio. 

iAN  BREAK.  A  week  earUer,  in  the  same  room.  Time  Wam- 
;  much-maligTied  chairman  had  concluded  a  series  of  inter- 
ws  in  which  he  described  a  six-year  crusade  to  impose  his 
ion  on  the  company  he  helped  create.  It  began  in  1989 
h  the  tumultuous  merger  of  Time  Inc.  and  Warner  Commu- 
ations  Inc.  It  continues  today  with  Levin's  proposed  $7.5  bil- 
1  all-stock  pm-chase  of  Turner  Broadcasting  System  Inc. 
vm  insists  there  is  logic  to  the  chaos  that  swirls  ai'oimd  Time 
mer — a  necessary  teaiing  down  before  the  real  building  can 
?in.  "I  finally  want  to  make  as  clear  a  break  as  possible  into 
'.  future,"  says  the  56-year-old  executive.  "It  will  never  be 
'.  old  Wamer  Communications  or  the  old  Time  Inc.  again.  It 
^oing  to  be  something  totally  different,  as  it  must  be." 
Levin  is  attempting  nothing  short  of  a  coiporate  revolution, 
such,  it  could  easily  blow  up  in  his  face.  The  TVu-ner  deal 
will  confi'ont  big  obstacles  in  Washington,  in  part 
because  of  the  prominent  role  it  gives 
i^tf  ^^Cl^fljjik         Tele-Communications  Inc.  c:eo  John 
^J|B^yi^i>        ^  -  Malone,  who  owns  22%  of 
"^^^^^js^IR'  Turner  (page  96).  Time 

Warner's  valuable  stu- 
'^^^^       ^  dio,  HBO  unit,  and 

^ ^te_  cable  systems, 

^  iKjiii  JSteaj.  meanwhile,  are 
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ing  held  hostage  by  U  S  West  Inc.,  which  owns  25.5%  of 
those  assets  and  is  suing  to  block  the  transaction.  Even  if 
the  deal  does  get  done  and  Levin  can  restnictiu-e  the  U  S 
West  partnership,  he  faces  the  biggest  management  challenge 
of  his  life:  integi-ating  two  complex  companies  crawling  with  big 
egos.  He  has  yet  to  piwe  he  can  tiuly  lead  a  company  with  so 
many  moving  parts.  "I  think  this  thing  is  really  going  to  test 
JeiTy,"  cautions  one  wonied  Time  Warner  du-ector. 

Levin  has  precious  little  time.  Many  investors  are  still  mad 
at  him  foi'  leading  the  Time  Inc.  team  that  forged  the  debt-la- 
den Wainer  transaction  instead  of  accepting  a  $200-a-shai-e  buy- 
out offer  from  Paramount  Communications  Inc.  Chairman 
Maitin  S.  Davis  in  1989.  Since  then,  the  stock  has  split  4  for  1, 
but  it  has  missed  histoiy's  gi-eatest  bull  mai'ket  entirely,  ci'eep- 
ing  along  at  a 
compounded 
annual  gi'ovrth 

rate  of  3.8%,   

compared  to 

10.5%'  for  the  Standard  &  Poor's  500-stock  index  (charts,  page 
88).  It  doesn't  help  that  the  Turner  deal  dilutes  the  stock  by 
32%.  "It's  obscene,"  says  T\-avelers  Group  Senior  Vice-Pi-esident 
for  Investments  Hai-vey  P.  Eisen.  "I'm  a  simple  guy.  I  want  the 
stock  to  go  up." 

What  Levin  has  done,  however,  is  use  the  Turner  deal  to 
buy  what  might  be  his  last  chance  to  prove  himself.  He  has 
doubled  the  bet  on  media  concentration  he  placed  in  1989  and 
convinced  a  broad  gToup  of  constituents  to  trust  him  for  at 
least  a  little  longer. 

Indeed,  Levin  is  in  a  much  stronger  position  than  is  com- 
monly beheved.  If  the  deal  closes  in  its  current  form,  he 
w\\\  get  direct  voting  control  over  the  9%  of  Time  Warner 
that  Malone  would  inherit  in  the  stock  swap.  And  for  now,  at 
least.  Turner  has  pledged  to  vote  his  10%  with  the  board, 
which  is  largely  friendly  to  Levin.  Additional  chunks  of  the 
stock  ai-e  held  by  large  investors  such  as  Capital  Group's  Gor- 
don Crawford  or  cable  magnate  Alan  Gerry,  who  quietly 
support  Levin's  agenda.  All  told,  35%  of  the  stock  would 
end  up  in  sympathetic  hands. 

RESULTS.  Many  investors  gmdgingly  admit  that  Levin  has  as- 
sembled an  impressive  airay  of  assets  and  that  the  operating 
results  are  improving  steadily.  They  also  think  he's  getting 
tougher.  Wall  Street  responded  vigorously  to  the  Fuchs  news 
by  bidding  the  stock  up  almost  two  points,  to  40,  on  Nov.  17. 
"Jerry's  job  has  been  in  jeopardy  since  the  day  he  took  it," 
says  one  large  institutional  investor  "But  shareholders  hke 
the  direction  he's  moving." 

As  Time  Warner's  biggest  cable  competitor,  Malone  had  to 
relinquish  his  vote  to  comply  with  ownership  mles.  But  he  did 
not  have  to  give  it  to  Levin.  He  did  so  to  give  the  Time 
Wamer  chairman  precisely  the  kind  of  clout  he  used  against 
Fuchs.  Malone  contends  it  is  essential  to  empower  Levin  with 
at  least  some  of  the  authority  enjoyed  by  mogiils  such  as  Via- 
com Inc.  Chairman  Sumner  M.  Redstone  or  News  Corp. 
founder  Rupert  Muixloch.  They  own  large,  unassailable  chunks 
of  their  companies  and  can  therefore  act  freely.  "What  Jerry  is 
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lacking  is  real  power,"  says  Malone.  "And  real  power,  as  Mao 
said,  flows  from  the  muzzle  of  a  giin.  Jeny  is  a  strong  leader — 
he  just  hasn't  had  the  power  to  exercise  that  leadership." 

Malone,  of  com-se,  is  shppery.  Just  ask  Bany  Diller,  who 
counted  on  the  TCi  chiefs  support  for  his  1993  Paramount  bid, 
only  to  see  Malone  bolt  in  the  middle.  He  could  similai'ly  foul  up 
this  deal.  Turner  is  also  mer-cmial.  His  pledge  to  vote  with  the 
board  expires  if  he  leaves  Time  Warner's  employ — something  he 
doesn't  inle  out.  He  notes  that  fonner  Blockbuster  Entertain- 
ment Coip.  Chah-man 
H.  Wayne  Huizenga 
became  vice-chairman 
of  Viacom  after  he  sold 
out  to  Redstone  in  1994,  only  to  leave  this  fall.  "I'll  be  vice- 
chairanan,  too,"  says  Turner.  "I  could  be  [at  Time  Warner]  a 
long  time,  or  the  same  thing  could  happen  to  me." 

Levin  is  clearly  in  a  precarious  situation.  But  the  fact  is,  it 
is  easiest  for  everyone  if  he  succeeds.  While  it  is  often  posit- 
ed that  Tiu'ner  and  Malone  might  gang  up  to  sink  Levin,  the 
legal  and  logistical  complications  there  are  mind-boggling.  If 
Levin  succeeds  and  drives  the  stock  to,  say,  60,  both  Malone 
and  Turner  would  be  sitting  on  stakes  worth  $3  billion,  tax 
ft-ee.  Levin's  unruly  employees,  many  of  them  major  share- 
holders, would  also  benefit.  "What  we  need  and  want,"  says 
Semel,  "is  a  strong  -Jerry  Levin  in  New  York." 
GOOD  FIT.  Levin,  who  this  summer  had  planned  to  sell  his 
18%  Turner  stake  to  address  mounting  shareholder  concerns 
over  Time  Warner's  $18  bilhon  in  debt,  has  been  criticized  for 
swinging  this  way,  then  that,  on  strategy.  To  many,  this  deal 
looks  expedient — a  temporaiy  lifesaver  for  Levin. 

Maybe.  But  on  paper,  it  makes  plenty  of  sense.  Already  it 
has  given  Levin  the  excuse  to  restiiictiu*e  the  company  to  elim- 
inate Time  Warner's  self-destiuctive  fiefdoms.  And  it  would  pro- 
vide enough  girth  in  entertainment  to  satisfy  shai'eholders  ir- 
ritated by  Levin's  persistent  investments  in  cable 
telecommunications  and  interactivity.  It  would  also  dilute  his 
most  acerbic  shareholder,  Seagi'am  Co.'s  Edgar  Bronfman  Jr., 
who  owns  a  15%  stake,  while  welcoming  Tlirner  and  Malone, 
who  are  both  cable  boosters.  Bronfman  decUned  to  comment. 

Investors,  who  tend  to  look  forward,  are  mostly  just 
pleased  Levin  is  taking  action.  They  applauded  Fuchs's  oust- 
er largely  because  it  signaled  a  restiiictiuing  that  will  fimda- 
mentally  alter  the  company,  no  matter  what  happens  with  the 
deal.  It  allowed  Levin  to  fold  the  sprawling  music  company 
into  the  studio  to  create  a  single,  $10  billion  entertainment  di- 
vision that  will  be  nan  by  Daly  and  Semel.  The  removal  of 
Fuchs,  one  of  Time  Warner's  strongest  executives,  rocked  the 
company  and  sent  a  shiver  through  a  boardroom  reeling 
from  bad  news.  But  it  also  ended  a  destructive  feud  be- 
tween Fuchs  and  the  two  studio  heads  that  had  threatened 
indigestion  as  Time  Warner  moved  to  swallow  Turner. 
Levin  plans  to  break  the  company  into  three  major  units: 


The  Turner  deal  buys  L|( 

Entertainment,  News  and  InfoiTnation,  and  Telecommuni 
tions  (the  cable  business).  The  idea  is  to  encoiu-age  the  kir 
of  synergies  that  have  always  eluded  the  current  Time  W 
ner  Levin  insists  that  the  TYirner  assets  are  such  a  good 
that  they  will  "compel  a  kind  of  teamwork"  among  Ti 
Warner's  famously  ft-actious  managers.  Distributing  Tiu'n 
New  Line  films  through  Warner  Bros,  is  a  no-brainer, 
says.  Ditto  for  putting  Warner's  new  cartoons  on  Turne| 
Cartoon  Network  or  Lois  and  Clark  reruns  on  TNT. 

Segi'egating  the  entertainment  and  journahsm  propert; 
into  their  own  divisions.  Levin  says,  will  force  top  manage 
to  encourage  teamwoi'k  below  them.  Instead  of  battling  Hi 
the  movie  studio  will  work  vdth  it — if  only  because  they  v 
have  the  same  boss.  To  help  that  along.  Levin  has  rework 
executive  pay  so  that  incentives  encourage  managers  to  hi 
Wall  Street's  expectations  while  rewarding  teamwork  rati 
than  just  divisional  performance. 
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TIME  WARNER'S  CASH  FLOW  IS  RISING  BUT  THE  DEBT  LOAD  IS  HIGH. 
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ODD  COUPLE:  Turner  says 
he  won't  challenge  Levin 
for  control  of  the  company 


vin  has  also  moved  decisively  to 
install  new  management  at  the 
publishing  division,  vi'hich  has 
paid  off  in  a  43%  spike  in  cash 
flow  since  1992.  Wall  Street's  biggest  beef  has  been  Levin's 
stubborn  insistence  on  adding  more  debt  to  build  up  Time 
Warner's  cable  business  in  the  face  of  government-mandated 
rate  cuts.  Investors  also  distmst  Levin's  ability  to  lead,  having 
watched  him  lurch  from  crisis  to  crisis. 

Some  of  the  heat  Levin  gets  is  unwarranted.  The  trouble- 
some divisional  structure,  after  all,  was  Ross's,  and  it  was 
loaded  from  the  start  with  ego-driven  executives  who  would 
not  have  listened  to  anybody  but  the  late  chairman.  Those  ex- 
ecutives have  caused  Levin  no  end  of  headaches  by  pushing 
their  own  agendas.  And  disciplining  them  is  comphcated  by 
their  strong  individual  results. 

CABLE  CASH.  As  for  the  cable  strategy,  consider  this:  Levin 
inherited  the  second-biggest  cable  company  in  the  world. 
Selling  it  didn't  make  sense.  It  does  require  a  lot  of  capital, 
but  it  also  generates  31%  of  Time  Warner's  cash  flow.  When 
values  were  depressed  during  the  doldrums  of  rate  rollbacks, 
Levin  bought  4  million  more  subscribers  at  bargain  prices. 
Now,  cable  cash  flows  are  coming  back,  and  the  industry 
might  soon  be  deregulated.  Rupert  Murdoch,  who  doesn't 
have  to  worry  much  about  his  stock  price,  has  become  a 
billionaire  using  just  such  contrarian  investing. 

That  said,  however,  Levin's  history  raises  some  serious 
questions  about  his  ability  to  guide  a  ship  as  big  as  Time 
Warner  While  he  shares  Murdoch's  penchant  for  taking  big 
risks,  his  track  record  on  rewards  is  spotty.  For  one  thing, 
Levin  clearly  should  have  moved  faster  to  address  sharehold- 
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l11  of  that  is  much  easier  said  than  done,  of  course,  and  be- 
;  investors  will  bid  up  Time  Warner  stock,  Levin  will 
e  to  finish  his  plan  to  spin  the  highly  regulated,  capital-in- 
sive  cable  systems  into  a  self-flnancing  entity.  The  idea  is 
take  the  hefty  cable  leverage  off  Time  Warner's  debt- 
ked  balance  sheet.  That  will  require  Levin  to  cut  a  new 
1  with  U  S  West,  which  is  tlireatening  to  use  its  stakes  in 
studio,  HBO,  and  the  cable  systems  to  thwart  all  of  his 
nd  plans.  Most  analysts  expect  Levin  will  do  it.  But  given 
5  West's  leverage,  it  will  likely  end  up  with  a  sweet  deal  to 
1  half  of  the  separate  cable  entity. 

tVIVOR.  Whether  Levin  is  up  to  the  task  is  the  $7.5  billion 
istion.  Reviewing  his  career  for  clues  to  futui'e  perfomiance 
ds  to  the  conclusion  that  he  has  often  promised  more  than 
has  dehvered.  A  private,  inscrutable  man,  even  among 
inds.  Levin's  tme  motivations  ai"e  hai'd  to  figui'e  out.  But  one 
ag  is  certain:  Despite  his  popular  image,  Levin  hasn't  sur- 
vived Time  Warner's  jun- 
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gles  this  long  by  hiding  in 
a  bunker.  He  is  an  invete- 
rate risk-taker,  with  de- 
ceptive tenacity  and  an 
unusually  strong  sense  of 
self-confidence.  His  gi-eat 
challenge  will  be  shifting 
from  jungle  survivor  to 
corporate  leader. 

It's  not  that  Levin  can't 
get  Time  Warner's  opera- 
tions to  perform.  Cash 
flow  has  grown  at  a 
steady,  if  unspectacular, 
10%,  compoimded  annually, 
since  Levin  took  over.  Le- 


er concerns  about  debt.  After  Viacom's  Redstone  bought 
Paramount  in  1994,  he  moved  swiftly  to  jettison  its  valu- 
able Madison  Square  Garden  assets  and  its  much  smaller 
set  of  cable  systems.  To  pare  his  debt,  Levin  sold  stakes  in 
the  studio,  HBO,  and  cable  to  U  S  West  in  1993  for  $2.5  biUion. 
At  the  time,  it  looked  as  if  the  Baby  Bell  might  help  Time 
Warner  get  into  the  telephone  business.  But  the  benefits 
have  been  few,  the  entanglements  many. 

Levin  has  also  yet  to  prove  that  he  can  command  the  re- 
spect of  the  corporation.  The  recent  blowup  in  the  record 
business  might  have  been  inevitable  given  the  volatOe  egos  in- 
volved. But  when  Atlantic  Records  chief  Doug  Morris  assem- 
bled a  team  of  managers  and  threatened  to  leave  en  masse 
unless  Levin  fii-ed  Morris'  boss — Warner  Music  chief  Bob 
Morgado — it  was  clear  the  chairman  was  lacking  political 
clout.  And  even  though  Levin  brought  the  matter  under 
control  by  placing  music  under  Semel  and  Daly,  the  turmoil 
has  been  damaging.  "People  are  starting  to  ask  whether 
there  is  going  to  be  stabihty,"  says  Ramon  Lopez,  head  of 
Warner  Music  International. 

Malone  likens  recent  histoiy  at  Time  Warner  to  a  feudal 
state.  Speaking  to  analysts  after  the  deal  was  announced,  he 
said:  "It's  kind  of  like  medieval  England,  where  the  barons 
really  have  all  the  power,  the  king  is  almost  titular,  and  the 
subjects — i.e.,  the  shareholders — don't  even  come  into  the 
equation."  Malone  suggests  that  vrith  his  new  power  base.  Le- 
vin will  be  able  to  enforce  his  will  upon  the  corporation. 
That,  he  figiu-es,  will  in  turn  benefit  shareholders. 

But  even  Levin  admits  this  is  simplistic.  He  poMtely  scoffs  at 
the  idea  that  his  power  might  flow  through  TCi's  wily  chief  ex- 
ecutive. "Empowerment,"  he  says,  "comes  when  you  believe  in 
your  ideas  and  have  the  force  of  your  convictions."  Levin 
thinks  the  T\uTier  deal  can  earn  him  the  respect  he  needs  inside 
and  outside  the  company:  "I  don't  care  what  anybody  says.  It 
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Warner  Bros, 
chieftains  Semel 
and  Daly  will  now 
control  music  as 


IS  a  veiy  good  idea  for  both  companies." 

Discovering  how  to  lead  will  be  ci"u- 
cial.  But  Levin  rejects  outright  the  no- 
tion that  a  media  mogul  must  be  flam- 
boyant or  charismatic.  And  he  has 
well  as  film  and  TV  plenty  of  supporters  there.  "He  hasn't 
said  he's  going  to  start  wearing  lifts  in 
his  shoes  or  get  a  nose  job,"  says  long- 
time director  LawTence  B.  Buttenweiser,  a 
Ross  hii'e.  "He's  not  fabulously  attractive  to 
the  press.  But  that,  in  the  final  analysis,  is 
not  what  counts." 

What  has  counted  in  Levin's  case  is  a  te- 
nacious belief  in  his  own  ideas.  He  has 
made  up  for  his  lack  of  chaiisma  with  stub- 
bornness and  staying  power.  He  has  a  vast 
ability  to  absorb  huge  amounts  of  informa- 
tion and  marshall  facts  to  Ms  cause.  Tliis 
has  helped  him  sway  his  board  to  stick 
with  his  controversial  cable  strategy. 
PRECOCIOUS.  Levin's  staunch  self-confidence 
comes  as  a  suiprise  to  those  used  to  his 
cranky,  defensive  public  image.  But  it  is 
almost  as  old  as  he  is.  "Wlien  I  met  Jeny, 
he  was  16  going  on  47,"  says  Carol  Levin, 
his  fu-st  wife.  (They  divorced  in  1970.)  "He 
had  this  matiunty  and  sense  of  self.  But 
you  could  have  a  close  conversation  with 
him  and  still  not 


ents  on  both  sides  were  Jews  \ 
had  fled  persecution  in  East 
Europe.  Jerry's  father  ran 
family's  butter-and-egg  busin( 
His  mother  taught  piano. 

Jerry  was  smart  and  pre 
cious  from  the  start.  He  hapj 
went  to  sleep-over  camp  wl 
he  was  5.  Before  he  was  10, 
knew  enough  Hebrew  to  cond 
a  service  at  the  local  synagoj 
when  the  cantor  failed  to  sh 
up  one  Saturday.  He  won  a  pi 
lic-speaking  contest  in  junior  k  ^' 
and  starred  in  high  school  pla; 

It  has  been  widely  report 
that  Levin  was  a  "bibhcal  sti 
les"  major  at  Haveiford  Colle 
and  therefore  quite  religious, 
fact,  Haverford  caused  him 
question  his  strict  Jewish  upbiii 
ing.  He  majored  in  bibhcal  lite; 
tui'e  and  became  fascinated  w 
the  nexus  between  the  Old 
New  Testaments.  Since  there  w 
such  a  close  connection,  he  could 
imderstand  the  animosity  betwe 
the  cultures.  "My  thesis  was 
the  continuity  between  the  Jud; 
and  Christian  traditions,"  Lev 
says.  "I  made  a  complete  transf( 
mation  through  college,  comii 
out  veiy  spuitual,  but  areligiou 
Levin  was  valedictorian  at  H 
verford  and  won  honors  for  1 
thesis.  On  piinciple,  though,  he  rejected  the  honors  and  bumi 
all  of  his  papers  to  make  a  pliilosopliical  statement  that  t: 
work  counted  more.  Despite  such  intellectual  grandstanding, '. 
was  not  considered  ai-rogant  or  nerdy.  "He  was  very  jol 
and  gi'egarious  for  at  least  part  of  the  day,"  says  a  rooi 
mate,  Brownlow  Speer.  "But  at  8  p.m.  or  so  he'd  start  stud 
ing,  and  you  wouldn't  see  him." 


m 


know  what  was  real- 
ly on  his  mind." 

Levin  gi-ew  up  in 
suburban  Philadel- 
phia. His  grandpar- 


THE  VANQUISHED: 

Levin  flexed  his 
mnscles-and  axed 
his  longtime 
lieutenant,  Fuchs 
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Time  Warner's  ego-driven  division  heads  have  caused 
3vin  no  end  of  headaches  by  pushing  their  own  agendas 


tvin's  personal  discipline  is  legendary  among  colleagues, 
his  appetite  for  infomnation.  He  was  the  kind  of  kid  who 
recite  batting  averages  of  members  of  the  Philadelphia 

itics.  A  movie  lover,  he  can  still  tell  you  which  film  won 

?est  Picture  Oscar  for  any  year. 

ich  morning,  after  a  half-hour  jog  at  dawn.  Levin  reads 
lewspapers,  then  moves  on  to  the  various  media  and  en- 
inment  trade  journals,  and  finally  tiuTis  to  several  news- 
rs  and  the  wires.  He  sees  every  movie  that  comes  out  of 
ler  Bros,  and  most  of  its  TV  shows.  It's  not  unusual  for 
and  his  second  wife,  Barbara,  to  devote  an  entire  week- 
:o  movie-watching.  He  reads  fiction  before  bed,  getting  by 
)ur  or  five  hours  of  sleep  a  night. 
\BOOS.  Levin  is  also 


Star  Pictm-es  that  left  the  amount  of  Time  investment  in  the 
films  uncapped.  No  matter  how  much  a  film  ran  over  budget. 
Time  was  on  the  hook  for  a  thir-d  of  the  cost. 

For  those  and  other  reasons.  Levin  lost  a  prolonged  bat- 
tle for  CEO  of  Time  Inc.  to  Nicholas  J.  Nicholas  Jr.  And  by 
the  time  the  Warner  deal  came  along  in  1988,  he  was  a 
lame-duck  corporate  strategist.  Many  wondered  why  he 
stuck  around.  Levin  says  that  while  he  was  indeed  frustrat- 
ed, he  also  felt  that  Time  was  on  the  brink  of  change  and 
that  he  could  influence  it.  "I  had  a  sense  of  mission  about 
Time  Inc.,"  he  says.  "It  was  the  kind  of  business  that  I 
thought  had  meaning,  that  satisfied  my  soul.  I  believed 
with  a  kind  of  messianic  zeal  that  I  could  figiu'e  out  what  it 


is  also  an 
A^ard  fixture  at  the  count- 
events  in  New  York  and 
ywood  that  swirl  around 
entertainment  executives. 
HBO  exec  still  giggles  about 
Dook  party  for  S^x,  Madon- 
controversial  celebration  of 
ything  but  the  missionaiy 
;ion.  On  arriving,  the  exec- 
e  remembers  turning  to 
one  actress  bent  over  to 
ive  a  tattoo  on  her  but- 
•S.  Up  on  pedestals, 
isvestites    gyi'ated  in 
ler  eoi-sets.  Madonna  her 
was  being  led  around  on  a 
h.  In  the  middle  of  it  all, 
bumped  into  Jerry  Levin, 
e  and  looking  vaguely  be-  ^ 
ered.  He  had  slipped  into 
Varner  Bros,  baseball 
;et  for  the  occasion. 
>evin  turns  all  this  infonna- 
into  ideas,  and  ideas  into 
itegies.  His  most  notable 
)mplishment  at  Time  Inc., 
instance,  was  his  decision 
L975  to  put  the  fledghng 
)  on  a  satellite.  Nobody 
!  had  thought  of  it,  and 
move  revolutionized  cable 
work  distribution.  It  also 
ured   HBO's  survival  and 
ned  Levin  the  in-house 
aiame  "resident  genius." 
^evin's  greatest  bugaboo, 
vever,  has  been  fighting  the 
'sistent  charge  that  he's  a 
ter  strategist  than  manag- 
It  began  at  Time  Inc.  during 
1980s,  when  several  high- 
file.  Levin-sponsored  projects 
nbed:  Teletext,  a  service  de- 
ned  to  deliver  on-demand 
vs  to  TV  via  cable,  ate  up 
million  before  Time  killed  it. 
)scription  TV  lost  as  much  as 
0  million.  Worse  was  a  mo- 
-development  deal  with  Tri- 


Levin's  New,  Improved  Time  Warner 

What  Time  Warner  and  Turner  combined  will  look  like: 


ENTERTAINMENT 


►  WARNER  BROS. 

Movies,  video,  cartoons,  television,  DC  Comics 
WARNER  MUSIC  GROUP 
HOME  BOX  OFFICE 
TBS 

TURNER  NETWORK  TELEVISION 
CARTOON  NETWORK 
CASTLE  ROCK  ENTERTAINMENT 
NEW  LINE  CINEMA 
HANNA-BARBERA  CARTOONS 
ATLANTA  BRAVES,  HAWKS 
Total  revenue  *$13.8  BILLION 


Operating  cash  flow 

*$1.96  BILLION  ^ 

NEWS  i 

►  CABLE  NEWS  NETWORK 

►  TIME  INC. 

Magazines  including  Time,  Sports  Illustrated,  People;  Books 

Total  revenue 

*$4.45  BILLION 

Operating  cash  flow 

*$745  MILLION 

CABLE 

►  TIME  WARNER  CABLE 

11  million  subscribers 

Total  revenue 

*$2.3  BILLION 

Operating  cash  flow 

*$1  BILLION 

DATA;  LEHMAN  BROS  INC  ,  BUSINESS  WEEK 

♦1995  ESTIMATES 

If 

you  could  p  r  i  n 


imag- 


y  0  u 


m  a  q  1  n  e 


w  h'  a  t    you    go  u  Id 


p  r  i  n  t 


EPSON  COLOR  INK  JET  PRINTERS.  Imagine  being  able  to  coax  that  rainbow  chasing 
child  called  your  imagination  out  of  your  brain  and  onto  a  document  in  living,  breathing,  720  x  720  dpi.  Photo 
^  Quality  ink  jet  color.  Imagine  being  able  to  do  it  for  as  Hide  as  $449.  Imagine  the  kind  of  color  that  will  make 
people  stop  what  they're  doing  and  look  at  what  you  just  did.  Imagine  EPSON  Stylus  Color.  Now  stop  imagining  and 
call  l-800-BUY-EPSO!\l  x3100,  or  see  http://www.epson.coni.  And  give  your  imagination  something  to  play  with. 


The  ingredients  of  a  really  cool  document:  any  one  of  the  Epson  Stylus  printers  (for  as  little  as  $449). 
720  X  720  dpi  mode  of  Photo  Quality  color,  a  dash  (f  imagination,  and  one  teaspoon  of  awe.  (Cleanup  is  a  breeze.) 


YOU'VE  GOT  TO  SEE  IT  IN    lakslSliB  COLOR: 


Levin  knows  schmoozing  isn't  his  strong  suit-and  rejecfl 
the  notion  that  a  media  mogul  must  be  flamboyant  " 


Cover  Story 


needed.  But  I  didn't  need  to  run  the  company  to  do  that." 

What  came  next  is  testament  to  Levin's  airogant  sense  of 
self.  When  Davis  came  along  with  his  $200  offei',  it  sent  Time 
into  tuiTnoil.  ChaiiTnan  J.  Richai'd  Mum-oe  had  ah-eady  signed 
off  on  an  attractive  all-stock  deal  to  pui'chase  Warner.  Davis'  of- 
fer tlu'eatened  to  plun- 
der it.  "It  was  living 
each  day  with  the  sur- 
vival of  your  company 
at  stake,"  Levin  says.  "Aiid  I  came  to  believe  in  my  heait  that 
I  was  basically  in  charge.  No  one  else  could  handle  the  pres- 
sure particularly  well.  They  were  bouncing  back  and  forth 
about  what  to  do.  I  realized  I  had  another  facet  to 
my  comple.x  personality,  and  it  had  to  do  with  being 
steely  in  the  face  of  pressure.  I  didn't  translate  it 
into,  'Ultimately,  I'm  gonna  run  this  thing.'  But  it 
gave  me  significant  reinforcement  that  I  had  to 
play  an  essential  role  going  forward." 

Nobody  ever  guessed  Levin's  role  would  expand 
as  fai-  as  it  did.  But  he  insists  this  sense  of  manifest 
destiny  infonned  a  string  of  controversial  moves 
that  landed  him  in  the  chainnan's  seat.  He  partici- 
pated (with  Ross 
and  Fuchs)  in  the 
ouster  of  Nicholas 
as  co-CEO  in  199L 
And  as  Ross  lay 
dying  of  prostate 
cancer   in  1992, 

►  TEEN  PLAYER: 

A  16-year-old 
Levin  at  a 
summer  camp 

T  STRATEGIST: 

With  the  late 
Steve  Ross  and 
then-Time 
Warner  co-CEO 
Nicholas  in  19S9 


Levin  forced  the  resignations  of  nine  board  members,  ad] 
several  of  his  own.  The  news  was  announced  the  samel 
Ross  died.  "Changing  the  boai-d  was  maybe  the  toughest  e| 
rience  of  my  life,"  Levin  says.  "Why  is  it  0.  K.  to  evaluate 
and  fii'e  them  but  you  can't  evaluate  board  members?  Pd 
say  tliis  is  roaiing  ambition  and  handpicking  boai"ds.  But  t] 
not  me.  You  don't  have  to  believe  that,  but  I  know  who 
and  why  I  did  it.  We  had  to  get  our  blue-chip  status  bacl| 
Levin's  tendency  to  explain  his  actions  in  broad  pliilosc 
cal  terms  puzzles  colleagues.  He  doesn't  revel  in  powel 
show  it  off,  so  friends  tiy  to  believe  him  when  he  says  his[ 
bition  has  a  higher  pmpose.  But  they  still  wonder.  "He  do^ 
open  up.  He  doesn't  show  his  hand,"  says  one 
T  STAR  STUDENT:        son  who  worked  closely  with  Levin  until  recei 
At  Haverford  "Sometimes  I  think  he's  not  political  at  all,  oj 

Cnllcf/r  III  1957  times  I  think  he's  so  political  you  just  can't  tell 

In  the  final  analysis,  Levin's  [ 
tives  don't  much  matter  as  lonj 
he  produces.  But  can  he  tum| 
strategic  vision  for  Turner 
rhetoric  to  reality?  It  will 
more  than  friendly,  like-mini 
shareholders.  And  it  will  reqi 
brand  of  leadership  that  depe 
less  on  teiTor  and  more  on  inspij 
a  large,  complex  organization. 

It's  hai'd  to  forget  that  Levin  I 
•resided  over  a  period  in  which  | 
highly  profitable  record  group 
several  industiy  legends,  incluc 
Mo  Ostin  and  Bob  Ki'asnow. 
can't  gloss  over  the  fact  he  has 
nearly  $100  million  in  severance 

T  ROOTING  FOR  A  WINNER: 

With  Ted  and  Jane  at  the  199\ 

W'lirld  Sri-ii's  ill  Aflaiita 
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SOME  SEE  A  STRANDED  SHIP. 
WE  SEE  IDLE  ASSEMBLY  LINES,  VOLATILE  COMMODITY  MARKETS  AND  SHAREHOLDER  LAWSUITS. 


If  AIG  helps  protect  you  against  risk  better  than 
rs.  it's  because  we  understand  more  kinds  of  risk. 

Threats  to  a  healthy  bottom  line  can  come  Irom 
y  directions.  The  key  to  global  risk  management 
aartner  that  sees  beyond  the  obvious. 

What  AIG  offers  is  expertise  not  only  in  insurance, 
n  managing  total  marketplace  risk,  garnered  dur- 
>eventy-five  years  of  international  operation. 

With  offices  in  approximately  130  countries 
jurisdictions  throughout  the  world,  AIG  has  an 


unmatched  knowledge  of  local  conditions  and  regula- 
tions. In  fact,  AIG  is  the  only  worldwide  insurance 
and  financial  organization  with  a  broad  range  of 
customized  services  to  manage  all  your  business 
risks  and  preserve  shareholder  value. 

And  we've  got  the  top  financial  ratings  to  back  us 
up.  So  we'll  be  there  whenever  you  need  us.  m^^WSt 
And  possibly  keep  your  business  afloat.  ^a^^^J 

WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES 

American  International  Group,  Inc ,  DepI  A,  70  Pine  Street,  New  York,  NY  10270 


these  and  other  executives,  or  pi'omised  $100  million  in  a  pay 
package  to  Tlimer,  or  gave  John  Malone  a  sweetheart  deal  to 
buy  into  the  Tuniei'  transaction.  Levin  explains  all  that  as  the 
unfortunate  byproduct  of  achieving  a  gi'eater  good.  Ti'ans- 

foiming  Time  Warner 
is  simply  a  diity  job. 

It's  unlikely  share- 
holders will  buy  such 
logic  for  long.  It  doesn't  take  an  mba  to  kjiow  that  mergers 
rarely  "compel"  anything  but  headaches.  It  takes  hard  work, 
tough  discipline,  and  deft  management  skill  to  ciu-e  them.  Le- 
vin says  there's  ah-eady  a  new  attitude  at  Time  Wamer,  but 


Cover  Story 


what  about  this:  The  company's  publishing  division  recent!;  y 
together  vnth  its  cable  unit  to  create  an  Internet  sei-vice 
could  be  sold  over  cable  modems.  Since  its  selling  point 
be  high-speed  deliveiy  of  Internet  fai-e,  they  thought  to  ca! 
service  Road  Runner,  after  the  Warner  Bros,  cartoon 
'B'ouble  is,  Wamer  Bros,  owns  that  copyiight  and  wouldn't 
it  up.  So  the  new  consortium  had  to  resort  to  a  lame  se;, 
choice.  Line  Runner 

Such  foolishness  at  Time  Wamer  has  to  end.  Given  Lc 
stubborn  track  record,  he  may  yet  be  the  one  to  end  it. 
he's  still  a  long  way  from  home. 

By  Michael  Oneal  in  Netr  i 


...  BUT  FIRST,  A  WORD  FROM  THE  FTC 


Time  Warner  CEO  Gerald  M.  Le- 
vin may  dream  of  running  the 
world's  largest  media  company. 
But  first  he  has  to  win  over  five 
mandarins  at  the  Federal  Trade 
Commission.  Led  by  ex-Georgetown 
University  law  professor  Robert 
Pitofsky,  the  commission  will  have 
final  say  over  his  pending  $7.5  bil- 
lion merger  with  Turner  Broadcast- 
ing System  Inc. 

It's  unlikely  the  ftc  will  block  the 
deal  outright  when  it  concludes  its 
antitrust  review  by  next  spring.  But 
it  could  attach  significant  strings 
that  could  complicate  matters.  And 
given  that  this  deal  has  three  par- 
ties— Time  Wamer,  Turner,  and  Tele- 
Communications  (TCI) — any  major 
changes  run  the  risk  of  scotching  the 
whole  thing.  The  possibilities:  forcing 
the  spin-off  of  some  programming  or 
cable  assets  or  writing  new  rules  to 
ensure  that  rivals  get  equal  access 
at  fair  rates. 

For  now.  Levin,  a  former  antitmst 
lawyer  himself,  isn't  sweating.  "I 
don't  think  there  is  anything  in  the 
transaction  that  needs  I'estructur- 
ing,"  he  says.  But  ftc  Chairman  Pi- 
tofsky, a  Clinton  appointee,  may  not 
be  so  quick  to  agi'ee.  He  has  said 
that  media  mergers  requii'e  extra 
scrutiny  because  industiy  concentra- 
tion could  shrink  the  available  spec- 
trum of  viewi^oints.  And  in  an  elec- 
tion year,  those  and  oiher 
considerations  may  spark  much  de- 
bate. While  Pitofsky  won't  discuss 
specifics,  insiders  say  the  lime  War- 
ner-TBS  probe  is  a  top  priority. 
MALONE'S  DEAL.  A  new  Time  War- 
ner-TBS  (with  Tf:i  attached)  worries 
trustbusters  on  several  fronts.  Theo- 
retically, the  thi'ee  companies  could 
dominate  the  market  for  both  cable 
programming  and  distribution.  They 
could  use  power  in  one  area  to  block 
rivals  in  the  other.  Already,  the 
companies  separately  control  some 


of  the  cable  industry's 
most  popular  channels, 
including  HBO  and  CNN. 
And  cable-TV  systems 
owned  by  Time  Warner  and  TCi 
serve  almost  half  of  all  U.  S.  cable 
subscribers. 

The  deal  was  structured  with 
those  concerns  in  mind.  TCi  is  a  fac- 
tor because  its  Liberty  Media  Corp. 
unit  owns  22%  of  Turner  and  can 
block  any  deal.  The  transaction  is  a 
stock  swap,  so  Liberty  will  end  up 
with  9%  of  Time  Warner.  Because 
that  9%  ownership  of  a  competitor 
would  violate  Federal  Communica- 
tions Commission  rules  as  well  as 
raise  antitrust  issues,  TCi  ceo  John 
C.  Malone  agreed  up  front  to  cede 
his  vote  to  Levin,  becoming  a  pas- 
sive investor. 

The  trouble  is,  Malone  also  got  a 
special  side  deal  that  gives  him  a  20- 
year  contract  to  carry  cnn  and  other 
Turner  shows  at  a  discount,  tci  main- 
tains the  discount  is  based  on  vol- 


DEAL-BREAKER? 

Media  concentration 
worries  Pitofsky 


ume,  since  it's  the  No. 
cable  operator.  More- 
over, Time  Wamer  and 
TBS  say  they're  comply- 
ing with  a  1992  law  re- 
quiring programmers 
owned  by  cable  opera- 
tors to  give  equal  acces 
to  other  distributors. 
NERVOUS  RIVALS.  Still, 
Malone  is  a  Hghtning 
rod  for  regulators,  and 
his  deal  has  angered  ri 
val  cable  operators  and 
phone  companies.  "It's 
a  real  concern  because 
I'm  building  a  network 
going  head-to-head  wit) 
TCI,"  says  James  R. 
Young,  general  counsel 
for  Bell  Atlantic  Corp. 
which  is  launching  a 
video  service  next  year 
The  FTC  has  subpoe- 
naed cable  operators 
Comcast  Corp.  and 
Continental  Cablevi- 
sion,  both  Turner 
shareholders,  for  their  views.  They 
declined  to  comment  for  this  story. 

Competing  programmers  also  fear 
that  TCI  and  Time  Warner  cable  sys 
tems  could  shun  them  in  favor  of 
their  own  networks.  On  Nov.  13,  the 
Center  for  Media  Education  alerted 
the  FTC  to  allegations  that  tci  had 
discouraged  Children's  Television 
Workshop  from  launching  a  new  kids 
cable  program  after  refusing  to  carry 
the  show — a  possible  rival  to  TCi's 
part-owned  Leaming  Channel.  CTW 
had  no  comment,  and  tci  denied  that 
the  episode  happened.  But  such  com- 
plaints, focusing  on  tci,  might  be 
moot  if  the  ftc  decides  tci  is  indeed 
a  passive  investor.  The  industry  ner- 
vously awaits  the  next  word  from 
Washington — but  no  one  is  watching 
closer  than  JeiTy  Levin. 

By  Catherine  Yang  in  Washington 
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Government 


DEFENSE 


THE  PENTAGON 
GOES  TO  B-SCHOOL 

High-tech  delivery  aims  for  the  prowess  of  FedEx  and  UPS 


In  the  aftermath  of  the  Persian  Gulf 
war,  Desert  StoiTn  looked  like  a  tri- 
umph of  logistics  as  well  as  warfare. 
Moving  7  million  tons  of  supplies  for 
550,000  ti'oops  in  short  order  was  a  stun- 
ning— and  much  ballyhooed — feat.  Only 
later  did  httle-noticed  Defense  Dept.  re- 
views reveal  that  the  1991  operation 
was  flawed:  Half  of  the  40,000  containers 
shipped  to  the  desert,  including  $2.7  bil- 
lion worth  of  spare  parts,  went  unused. 


And  soldiers  didn't  know  what  was  in 
many  of  the  containers.  "The  system 
broke,"  admits  retired  Lieutenant  Gener- 
al William  G.  (Gus)  Pagonis,  the  Army 
logistics  chief  who  now  handles  distribu- 
tion for  Sears,  Roebuck  &  Co. 

As  a  belt-tightening  Pentagon  gears 
up  to  send  20,000  peacekeepers  to  Bos- 
nia, it  knows  it  can't  afford  such  costly 
mistakes.  So,  like  a  corporation  in  dire  fi- 
nancial straits.  Defense  is  reengineering 


GULF  WAR  ARRIVALS: 
FROM  "JUST  IN 
CASE"  TOWARD  "JUST 
IN  TIME" 


MORE  LOGIC  TO  LOGISTICS 

With  a  Bosnia  peace  mission  looming,  defense  planners  are  rushing  to 
reengineer  inventory  tracking,  speed  deliveries,  and  reduce  costs 


DESERT  STORM  FISCAL  91 

BOSNIA  FISCAL  95 

ORDER-TO-DELIVERY  TIME  TO  EUROPE* 

25.5  days 

7.1  days 

INVENTORY  TRACKING 

Key-punched 
manifest 

Bar-code  reading,  laser 
cards,  radio-frequency  tags 

WEIGHING  PACKAGES  FO.I  SHIPPING 

By  hand 

Automated 

TRUCK  MANAGEMENT  AT  THE  DEPOT 

By  pencil  and  paper 

By  computer 

'Average 


DATA:  DEFENSE  DISTRIBUTION  DEPOT,  SUSQUEHANNA,  PA. 


its  $40  billion-a-year  logistics  sy> 
The  goal  is  to  replace  an  extrav; 
"just-in-case"  delivery  mentality  w 
streamlined  scheme  similai-  to  the  '  i 
in-time"  systems  businesses  us 
shrink  inventories  and  speed  deliv< 

The  Pentagon  has  achieved  major 
ings  since  1990.  Inventories  in  infl;i 
adjusted  1995  dollars  have  dropped 
$104  billion  in  1990  to  $76  billion  in 
and  should  plunge  to  $55  billion  by  : 
To  compensate  for  thinner  reserves 
livery  from  factory  to  foxhole  has 
speeded  up  by  using  bar  codes,  1 
cards,  radio  tags,  and  databases  to  t 
supphes.  "We'll  have  piles  of  info 
tion  instead  of  piles  of  stock,"  pi'c 
Colonel  Merle  D.  Russ,  a  senior  . 
logistics  official. 

The  new  system's  first  major  chall  i 
is  a  tough  one.  The  Balkans'  harsh  ii 
ters,  iTigged  mountain  terrain,  and  a 
row,  easily  blocked  roads  thwarted 
moves  of  Nazi  forces  and  supplies  di^ 
World  War  11.  U.  S.  officials  know 
face  risks.  "Bosnia's  really  going  ti 
the  testing  ground,"  says  Robert  Kel 
top  Anny  Material  Command  officia 

The  Pentagon's  high-tech  game  pi; 
on  display  at  the  10  milUon-square 
Defense  Distribution  Depot  in  Susi 
hanna.  Pa.,  a  showcase  that  trie: 
mimic  the  distribution  prowess  of  : 
private  carriers  as  Federal  Exp 
Corp.  and  United  Parcel  Service, 
though  the  depot's  workforce  of  2,0( 
down  29%  from  Desert  Stonn  days 
annual  workload  is  up  25%,  to  5.5  mi 
orders.  And  the  depot  has  launclu 
24-hour  emergency  service  simila)! 
one  guaranteed  hy  Caterpillar 
"We're  willing  to  try  just  about  , 
thing,"  says  Navy  Captain  Kermetlfc 
Wenzel,  the  depot's  comm.ander 
ROBOT  BALLET.  Computerization  is 
to  the  efficiency  drive.  Bai-code  label, 
packages  contain  data  on  the  conttt 
and  ultimate  destination.  In  one  ; 
million  depot  building  the  size  of  40  1 1 
ball  fields,  scanners  that  read  the  lal  ) 
choreograph  a  mechanical  ballet,  'v 
"troupe":  790  V-shaped  gull-wing  v.  : 
that  ran  continuously  on  elevated  ( 
veyor  belts  and  1,150  lai'ger  flatbed  et*' 
that  move  along  a  track  on  the  groud. 

Scaimers  direct  the  caits  to  desigitt- 
ed  points  near  loading  docks.  There,  iT 
go  going  to,  say,  Germany,  is  consolidt- 
ed  with  larger  items  on  pallets  and  at 
into  containers  for  shipping.  Bar  co9S 
are  scanned  again  to  create  invent  7 
lists  on  credit-card-size  laser  cards.  Ai 
128-kilobyte  r-adio-frequency  tags  wjJi 
data  identifying  the  shipment  are  fit 
on  the  containers.  When  the  tags  pss 
sensors  at  a  pier  or  raih'oad  yard,  le 
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f?*!  about  mm'irig  data 
from  wherever  it  is  to  wherever 
it's  needed.  Instantly. 


Which  applications 
on  which  pltittorms?  Your  best  scenario: 
^^1^     flexibility  plus  power. 


CONUNDRUIVI 


^pjjj^i' 


WHEREVER 
IT  GOES, 


'k-  I //I  art'  is  hurllnvj^  lowiird  yoi/ — with 
!)Wili)g)  chillies  at  every  turn.  Your  aim  is 
iiiax!?iiizc  returns  while  iiinunnzing  risk.  And.  as  j ate 
would  hai'c  it.  a  sin'^le  coii!pa)iy  excels  at  both.  Only  Digilid  supports 
operatin;^  systems  from  Windows  95  to  Dii^ital  UNIX.' 
Windoii's  NT'^'  to  OpenVMS."  So  you  can  always  choose  the  best  softirare  jor  the  job.  Then 
choose  between  our  blazing  64-bit  Alpha  systems  and  our  full  line  of  Intel'  machines  to  run  it  on. 
Digital  increases  your  connectivity  options  as  well,  ivith  global  multivcndor  networking  and 
unsurpassed  client/server  capabilities.  Our  alliances  with  leaders  like  Microsoft  a nd  Oracle 

D™  n/iike  us  an  even  stronger  ally  for  you.  And  our  vast  Internet  experience  is 
WHATEVER  IT  TAKES  helping  make  secure  electronic  commerce  a  reality.  In  short,  we're  belter  equipped 
than  anyone  to  get  you  in  shape  for  the  juture.  'Wherever  it  goes.  And  whatever  it  takes. 
Call  1-800-DlGITAL.  Vi.sit  us  at  http:llwmv.digital.com.  Ore-mail  us  at  moreinfo'&digital.CQm. 
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signal  is  sent  by  satellite  to  a  database 
in  Cambridge,  Mass.,  which  officials  at 
Susquehanna  and  in  the  field  can  access 
to  monitor  a  shipment's  progress. 

The  new  operation  is  winning  raves 
for  efficiency.  The  container  operation 
is  lun  by  just  52  employees  who  handled 
more  than  a  million  orders  last  year,  for 
eveiything  fi'om  computer  chips  to  tank 
engines.  And  the  depot  has  slashed  aver- 
age delivery  time  fi'om  25.5  days  during 
the  gulf  war  to  5.4  days  in  September. 
John  C.  Tomaszewski,  who  runs  Canon 
USA  Inc.'s  Jamesbui'g  (N.J.)  parts  center, 
is  amazed  at  the  military  depot's  han- 
dling of  such  variably  sized  goods.  "Not 
many  companies  run  that  gamut,"  he 
says,  noting  that  his  51  workers  ship 
only  200,000  orders  a  year. 

The  system  is  winning  plaudits  in  the 
field,  too.  In  Bright  Star,  a  recent  mili- 
taiy  exercise  in  Egypt,  the  Pentagon 
used  another  innovation  unavailable  dur- 
ing Desei-t  Stonn:  a  $fiOO,000  portable 
communications  system  that  provides  a 
sophisticated  field  office.  Lieutenant 
Colonel  Eric  P.  Simonsen  says  he  used 
the  new  system  to  locate  needed  parts 
for  an  Ml  Abrams  tank  at  an  Army 
base  in  Gemiany.  Turnaround  time:  24 
hours.  Desert  Storm  communications 
were  so  primitive,  "I  never  would  have 
been  able  to  get  through,"  he  says. 
SHAREWARE.  But  it's  not  enough  to  up- 
date technology.  Like  many  a  big  busi- 
ness, the  Pentagon  also  has  to  overhaul 
a  biu-eaucratic  cultiu'e  that  has  failed  to 
integrate  its  subsidiaries.  Logistics  offi- 
cials want  the  thi-ee  militaiy  sei-vices  to 
have  online  access  to  each  other's  in- 
ventories, allowing  most  orders  to  be 
filled  within  a  week — compared  with  up 
to  thi-ee  months  from  outside  vendors. 
"We  can  save  milbons  and  millions,"  says 
Army  Colonel  Daniel  L.  Labin,  deputy 
director  of  the  Joint  Defense  Total  Asset 
Visibility  Office.  But  cun-ent  Pentagon 
railes  hamper  interservice  payments. 

Another  change  is  an  emphasis  on  re- 
ducing maximum  deliveiy  time — much 
as  FedEx  aims  for  a  lO.-^O  a.m.  deadline. 
A  1994  Rand  study  showed  the  aver- 
age parts  order  takes  30  days  to  deliver. 
But  some  take  moi'e  than  100,  pi'ompting 
comniandei's  to  over-order  to  protect 
against  shortages.  The  Ar-my  has  set  a 
10-day  ceiling  for  routine  deliveries  in 
the  U.  S.  in  '96,  down  fi'om  30  last  year. 

Of  course,  there  are  limits  to  how 
much  the  military  can — or  should — imi- 
tate business:  Mistakes  could  lead  to 
spilled  blood,  not  i-ed  ink.  But  for  now, 
the  Pentagon  is  betting  tliat  acting  more 
like  a  corporation  will  make  logistics 
more  efficient  in  peace  and  more  reliable 
in  war-.  Indeed,  in  Bosnia,  the  brass  hope 
to  prove  that  Desert  Storm's  snafus  are 
liistoiy  in  more  ways  than  one. 

Bij  Stan  Crock  hi  Susquehcuina,  Pa. 


INVESTIGATIONS 


MORE  QUESTIONS 
FOR  DAN  DORFMAN 

Why  did  he  rely  so  often  on  an  analyst  with  a  lousy  recoi 


On  Nov.  23,  1994,  financial  com- 
mentator Dan  Dorfman  went  on 
(  NBC  to  pass  on  decidedly  bearish 
advice.  He  told  viewers  of  the  ca- 
ble channel  that  Douglas  A.  Kass,  chief 
of  research  and  institutional  trading  at 
J.  W.  Charles  Securities  Inc.,  believed 
that  the  market  was  a  "turkey."  Known 
as  the  "Bear  of  Boca" — J.  W.  Charles  is 
located  in  Boca  Raton,  Fla. — Kass  pre- 
dicted that  the  Dow  would  slide  from  its 
ciUTent  3674  level  to  3200  in  sl\  months 
and  m"ged  investors  to  "go  for  the  gold." 

The  gold  that  glittered  most,  Dorf- 
man said  Kass  was  advising,  was  Ven- 
gokl,  a  Vancouver  (B.  C.)  concern  then 
seeking  to  finance  a  stake  in  virgin 
Venezuelan  and  New  Guinea  gold  plays. 
At  I'M,;  a  share,  said  Dorfman,  "it's  a 
cheapie" — though  he  added  that  there 
were  a  "lot  of  people  who  would  dis- 
agi-ee  vehemently  with  Kass."  After  the 
broadcast,  Vengold  rose  to  2%.  Yet  even 
though  Dorfman  cited  the  highly  specu- 
lative issue  again  on  Jan.  3  as  one  of 
Kass's  top  four  stock  picks  for  1995,  the 
shares  eventually  nosedived  to  about  1, 
their  current  trading  level. 

Vengold  is  far  from  the  only  Kass 
stock  play  cited  by  Dorfman  that  went 
sour.  According  to  a  business  week 


analysis,  from  January,  1994,  thrc 
January,  1995,  during  a  rising  mai 
investors  who  faithftilly  followed  Kj 
recommendations  on  Dorfman's  s 
and  in  his  USA  Todaij  column  air 
certainly  lost  more  money  than 
gained.  And  stocks  recommended 
Kass  wei'e  frequently  quoted  by  D 
man — some  25  stocks  in  a  one-year 
riod  (table).  A  review  of  the  transci 
of  Doi-fman's  program  and  his  coli 
ft'om  November,  1993,  through  Janu 
1995,  indicates  that  he  cited  Kass's  sl 
picks  much  more  frequently  than 
about  any  other  analyst.  (Kass's  p 
have  often  been  cited  by  other  fii 
cial  media,  including  two  instances 
BUSINESS  WEEK  since  1993.) 
CLOSE  FRIENDS.  I\ass  replies:  "Any  n 
ey  managei;  analyst,  or  other  Wall  St: 
professional  has  his  or*  her  shares  of ' 
ners  or  losers,  but  the  fact  is  Finan 
World  independently  i-anked  J.W.  Cha 
as  the  best  souix-e  of  stock  recommei 
tions  during  the  time  I  was  there." 

But  it's  not  just  Kass's  record  a 
stock  pickei-  that  raises  questions  ab 
Dorfman's  judgment  in  citing  him  so 
ten.  Kass  also  has  a  somewhat  chf 
ered  backgi"ound.  Dorfman  and  Kas 
4()-yeai-old  Whaiton  School  alumnus 
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Thanks  to  Dorfman's  coverage,  Kass  and  J.  W.  Charles 
gained  credibihty  and  name  recognition 


;r  Nader's  Raider,  ai"e  close  friends. 
•  relationship  goes  back  to  Dorf- 
i  days  as  a  Wall  Street  Journal  re- 
ir  in  the  1970s. 

1992,  before  he  joined  J.W.  Charles, 
was  censured  by  the  Securities  & 
,ange  Commission  for  making  false 
misleading  statements  in  filings  to 
igency  in  connection  with  a  1990 
)ver  bid.  At  that  time,  Kass  headed 
wn  New  York  money  management 
DAK  Securities.  In  August,  1993, 
months  after  Kass  joined  J.W. 
les,  the  Florida  Securities  Division 
?d  him  from  directly  supei-vising  re- 
)rokers,  agency  records  show, 
nee  1988,  according  to  court 
rds,  Kass  has  been  laboring 
r  federal  and  New  York  state 
me  tax  liens  that  at  times 
anted  to  seven  figures.  Docu- 
ts  indicate  hens  totaling  $4.8 
on  are  in  force.  Kass  says  his 
situation  is  "irrelevant"  to  this 
f  and  attributes  the  hens  to  a 
•d  tax  shelter  set  up  by 
ries  A.  Atkins,  who  was  con- 
;d  of  tax  fraud  in  1987.  Kass 
;  he  was  simply  a  "victim." 
.  Charles  Chaiirnan  and  ceo 
shall  T.  Leeds  says  he  would 
have  hired  Kass  if  he  had 
mi  about  the  tax  hens, 
i  ITERY.  In  June,  1995,  J.W. 
i  rles  was  fined  $5,000  and  cen- 
'd  by  the  National  Association 
eciuities  Dealers  as  a  result  of 
gularities  the  nasd  said  Kass 
imitted  in  1994  in  allocating 
res  of  three  initial  public  of- 
ngs  underwritten  by  J.W. 
irles  and  Coi-porate  Securities 
,  its  franchise  brokerage  affil- 
!.  Soon  after  the  offerings, 
res  of  two  of  the  companies 
•e  recommended  by  Kass  in 
"fman's  USA  Today  column. 
)S  left  J.W.  Charles  last  Janu- 
to  join  Omega  Advisors,  a 
w  Yoi-k  hedge  fund. 
)orfman's  dealings  with  J.  W. 
irles  went  beyond  mentioning 
firm's  stock  picks.  On  at  least 
)  occasions,  he  addressed  bro- 


Doifman  frequently  made  flat- 
tering comments  about  J.W. 
Charles,  Kass,  and  other  ana- 
lysts at  the  fliTTi  in  his  column 
and  on  TV.  On  Jan.  3,  1995, 
he  called  the  fii'm's  stock  "as 
hot  as  the  Florida  sunshine." 

There  is  no  evidence  that 
Dor-fman  has  done  anything  il-  MEDIA  SAVVY:  Kass 
legal  in  his  deaUngs  with  Kass  gave  good  quotes 
and  J.W.  Charles.  But  his 
judgment  can  be  ciuestioned  for  relying 
so  heavily  on  a  soiux-e  such  as  Kass  with 
a  lackluster  investment  record  and  a  his- 
tory of  regulatory  uifractions.  In  its  Nov. 


KASS'S    K<^con^fii^^"<^f'lions  by  J.W.  Charles 
Di  n V  e      research  director  Doughis  Kass  cited  by 
PluKS      Dan  Dori'man  on  cnbc  and  in  usa  Tbday 


ekends,  including  one  in  June, 
•4,  at  the  posh  Cheeca  Lodge 
ort  in  the  Florida  Keys.  Al- 
ugh  Doifman  commands  speak- 
•  fees  of  about  $25,000,  Leeds 
ists  the  firni  picked  up  the  tab 
y  for  travel  and  hotel  expenses 
Dorfman  and  a  girlfriend. 


PRICE 

DATE 

COMPANY 

PRICE 

11/28/95 

5/12/94/CNBC 

Benson  Kyccaic 

7/ 

8/: 

7/25/94/USA 

Battle  Mountain  Gold 

10^ 

9 

Benson  Eyecare 

7X 

8X 

Grupo  Tribasa 

26K 

6K 

Loewenstein  Furniture^ 

S'A 

6X6 

Oneida 

WA 

WA 

Oryx  Technology 

2X6 

P/6 

Royal  Oak 

i\% 

4X6 

St.  Joe  Paper 

bS'A 

55X 

SigmaTron  Intl 

S% 

7 

Vengold 

3% 

1 

11/23/94/CNBC  Battle  Mountain  Gold 

WA 

9 

Newmont  Mining 

40 

42^ 

Placer  Dome 

20K 

2bA 

Vengold 

1% 

1 

1/3/95/CNBC 

Circus  Circus 

23K 

25X 

Florida  East  Coast 

66 

68X 

Oneida 

13 

16^X 

Vengold 

2A 

1 

SELL  RECOMMENDATIONS 

1/18/94/CNBC 

Charles  Schwab 

9% 

225^ 

4/5/94/CNBC 

Charles  Schwab 

8% 

22*X 

Merrill  Lynch 

35X 

54X 

Outback  Steakhouse 

26X 

36X 

Primadonna 

25K 

17X 

Snapple 

22% 

* 

Starbucks 

24% 

42'M6 

8/12/94/USA 

Boston  Chicken 

19 

35X 

10/24/94/CNBC  Snapple 

14'/6 

* 

11/2/94/CNBC 

Snapple 

14K 

* 

11/23/94/CNBC  Hollywood  Entertain. 

16^ 

19X 

Outback  Steakhouse 

24X 

36X 

Starbucks 

26X 

42'X6 

WiUiams-Sonoma 

28X 

20X 

'Snapple  agreed  to  be  acquired  by  Quaker  Oats  at  $14  share  on 
1 1/2/94. tWIerged  with  Winston  Furniture  12/16/94. 
All  prices  are  split-ad|usted. 

DATA:  mC  rmSCRIPTS:  USA  TODAY:  BLOOMBERG  FINANCIAL  MARKaS 


6  issue,  BUSINESS  week  de- 
scribed a  somewhat  similar  sit- 
uation involving  Doifman's  ties 
with  Donald  Kesslei;  a  stock 
promotei'  and  public  relations 
consultant.  Clients  allegedly 
gave  Kessler  large  payments 
for  arranging  meetings  with 
Doifman  for  his  chents.  Fed- 
eral prosecutors  and  the  SEC' 
are  currently  investigating 
Dorfrnan  and  Kessler.  Doi-frnan  did  not 
respond  to  requests  for  comment. 

Exposure  from  Dorfman  broadcasts 
has  been  a  boon  to  Kass  and  J.W. 
Charles,  giving  them  credibility 
and  name  recognition.  "We  had  a 
good  relationship  with  Doi-frnan," 
says  Joel  E.  Mai'ks,  the  fimn's  vice- 
chairman  and  corporate  finance 
chief.  Thanks  to  Kass,  he  adds, 
"we  got  tremendous  pubhcity." 
AGGRESSIVE  EXPANSION.  Sources 
close  to  the  company  claim  the 
relationship  also  made  it  easier 
for  the  firm  to  unload  IPOs  of 
doubtful  quality.  Over  the  past 
few  years,  according  to  Secmities 
Data  Co.,  J.W.  Charles  has  posted 
one  of  the  worst  underwriting 
records  of  any  U.  S.  brokerage 
firm.  Out  of  21  ipos  managed  or 
co-managed  by  J.W.  Charles/Cor- 
porate Securities  Group  Inc.  since 
November,  1990,  when  those  two 
firms  merged  and  the  current 
management  took  over,  15  are 
selling  below  the  offering  price, 
one  is  still  ti-ading  at  the  offering 
price,  and  five  are  trading  above 
the  offering  price. 

That  has  not  impeded  an  ag- 
gressive national  expansion  for 
J.W.  Charles,  which  now  has 
about  600  brokers.  J.W.  Charles 


used  to  work  at  such  marginal 
and  now-deftmct  outfits  as  Blech 
&  Co.,  a  biotech  stock  fii"m,  and 
F.N.  Wolf  &  Co.,  a  penny-stock 
promoter.  Patricia  A.  Shub,  a  Fort 
Lauderdale  (Fla.)  attorney  who 
has  represented  several  J.W. 
Charles  clients  in  cases  against 


Charles  "accepts  some  brokers 
who  I  wouldn't  tliink  would  be  ac- 
ceptable to  major  wire  houses." 

But  J.W.  Charles  is  a  notch 
above  the  permy-stock  firms,  many 
of  whom  have  been  put  out  of 
business  by  regulatoi-s.  It  employs 
a  number  of  experienced  brokers 
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who  serve  an  affluent 
"Gold  Coast"  clientele.  It 
is  a  member  firm  of  the 
New  York  Stock  Ex- 
change, the  largest  one 
in  South  Florida.  J.W. 
Chai-les/csG's  undei'wiiting-s 
are  for  several  dollars  a 
share,  not  a  few  pennies. 
Instead  of  being  mei-c 
shells,  the  newly  public 
companies  it  promotes  gen- 
erally can  claim  some  sem- 
blance of  a  business.  By 
complying  with  sec  disclo- 
sure and  reporting  re- 
quirements, these  under- 
writings  can  escape  regulatory  scnitiny. 

The  ftnn  is  49%  owned  by  a  unit  of 
privately  held  Oilman  Paper  Co.  But 
last  Api-il,  J.W.  Charles  agi'eed  to  re- 
purchase Oilman's  stake  over  several 
years.  Oilman  adviser  Neal  Soss,  a  for- 
mer CS  First  Boston  chief  economist 
and  aide  to  former  Federal  Reserve 
Board  chairman  Paul  Volcker,  served 
from  September,  1994,  to  eaiiy  1995  as  a 
J.  W.  Charles  director.  Soss  says  Oilman 
decided  its  investment  in  J.W.  Charles 
no  longei'  fit  its  "strategic  focus." 
LOST  MONEY.  At  least  some  of  J.W. 
Charles's  success  in  recent  years 
stemmed  from  Kass.  Leeds  Mred 
Kass  in  April,  1993,  four  months 
after  he  left  First  Albany  Coip., 
where  he  was  reseai'ch  director,  to 
put  the  fiiTn  on  the  map  as  a  retail 
and  institutional  powerhouse.  Kiiss 
is  known  as  being  media  savvy, 
with  a  gift  for  snappy  cjuotes. 

Leeds  acknowledges  that  he  was 
aware  of  Kass's  earlier  pi'obleins 


REGRETS?  J.W.  Charles  CEO 
Leeds  now  doubts  Kass 


Kass  says  he  "lost  sub- 
stantial sums  of  money"  on 
the  transactions  and  "nei- 
ther the  timing  nor  the 
price  of  any  of  my  sales  .or 
purchases  of  that  compa- 
ny's stock  had  anything  to 
do  with  Ml*.  Doi^fman."  Be- 
sides censuring  Kass,  the 
SEC  revoked  his  firm's 
broker-dealer  registr'ation. 
Kass  said  he  consented  to 
the  orxler  r-ather  than 
spend  the  time  and  money 
to  fight  it. 

Kass  began  r-aising  J.W. 
Charles's  local  pr'ofile  soon 
after-  he  arrived  in  Boca.  In  a  Septem- 
ber-, 1993,  interview  with  a  local  re- 
porter", he  pr"omised  that  the  finn  would- 
n't follow  "small,  crappy,  illiquid 
companies."  Yet  many  of  the  stocks 
Kass  recommended  on  Doifman's  pr'O- 
gr-am  and  in  his  column  wei'e  small  and 
illiquid.  These  included  three  J.  W. 
Charles  iPOs.  One  was  RaiLAmerica  Inc., 
which  rose  and  r^emained  above  its  of- 
fering price,  pr'obably  in  part  because  it 
was  I'ecommended  at  least  once  on  the 
Dor-fman  pi'ogr-am.  The  Alexandria  (Va.) 

J.W.  Charles  Deals: 
A  Losing  Game 

Initial  public  offerings  managed  or  co-managed  by  J.W. 
Charles  since  merger  with  Corporate  Securities  Group 


SIS 


1990,  Dor-fman  reported  that  Kass 
and  some  associates  planned  to 
take  over  H.  H.  Robertson  Co.,  a 
building-components  supplier-  then 
based  in  Pittsburgh.  The  sec  al- 
leged that  Kass  made  false  and 
misleading  statements,  mainly 
about  Ws  intentions  and  his  funding 
sources.  Though  Kass,  in  sec  fil- 
ings, said  he  intended  to  make  piu- 
chases  of  Robertson  stock  to  fiu'- 
ther  the  takeover,  the  sec  said  he 


stead  of  taking  over-  the  company. 
Dorfman  vn-ote  further  stories 
about  the  Kass  move,  some  quoting 
Kass,  which  likely  helped  push  up 
Robertson's  stock.  But  the  Kass 
bid  faltered.  Dorfman  wr-ote  that 
Kass  couldn't  r-aise  the  cash.  Kass 
dropped  his  bid  when  Robertson 
acquired  another-  company. 
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COMPANY 

DATE  IPO 
OFFERED 

PRICE 

PRICE 
11/28/95 

SUPREMA  SPECIALTIES 

4/25/91 

VA 

4X 

FRENCHTEX 

8/8/91 

4X 

VA 

ALL  AMERICAN  SEMICONDUCTOR 

6/18/92 

1 

2%6 

PEACHTREE  FIBEROPTICS 

10/8/92 

3K. 

RAILAMERICA' 

11/9/92 

ZV, 

3K 

COMPUTER  OUTSOURCING  SVCS. 

1/20/93 

5% 

4 

VOYAGEUR  FLORIDA  MUNI  FUND 

2/19/93 

15 

\VA 

GREG  MANNING  AUCTIONS 

5/14/93 

2% 

lAo 

RENT-WAY 

8/12/93 

10 

OF  COUNSEL  ENTERPRISES' 

11/15/93 

VA 

'X* 

GUNTHER  INTERNATIONAL 

12/21/93 

5 

VA 

SIGMATRON  INTERNATIONAL^ 

2/9/94 

7 

7 

ORYX  TECHNOLOGY^ 

4/6/94 

VA 

VA, 

GREENSTONE  INDUSTRIES 

7/20/94 

5Xt 

ZA 

AMERICA'S  GROWTH  FUND 

8/19/94 

5 

2Ki 

AASCHE  TRANSPORTATION  SVCS. 

9/23/94 

7 

5)( 

FOREIGN  &  COLONIAL  EME  FUND 

10/28/94 

15 

m 

SINGING  MACHINE 

11/10/94 

\% 

y, 

AMPACE 

2/16/95 

V% 

VA 

WESTERN  POWER  &  EQUIP 

6/13/95 

6'A 

A'A 

BALUNTYNE  OF  OMAHA 

9/6/95 

d'A 

TA 

'  Recommended  on  Dorfman  Reports  of  8/31/94 

^  Renamed  Co-Counsel 

short-line  hauler,  was  introduce 
Dorfman  by  Donald  Kessler.  The 
was  taken  public  in  November,  19J 
31^  a  share  and  is  now  selling  at  3- 
NASD  CHARGES.  Other  J.W.  Charles 
recommended  by  Kass  in  Dorfman' 
umn  didn't  do  as  well.  On  July  25, 
Dortrnan  mentioned  a  long  list  of 
buy  picks.  One  was  Oryx  Technc  \^-': 
CoriD.,  a  struggling  maker  of  com] 
components  whose  offering  price  w; 
a  share.  Another-  was  SigmaTron  I| 
national,  a  computer  circuit  boards 
ufacturer  whose  ipo  price  was  7. 
stocks  have  languished  since  they 
offered  to  the  public  earlier  in 
While  a  bullish  mention  by  Don 
gave  a  momentar-y  boost  to  Sigma' 
which  is  still  trading  at  its  oifering 
Or-yx  has  plummeted  and  is  now  t 
at  IXr,  a  shar-e.  In  its  April,  1994,  offi 
prospectus,  Or-yx  said  it  was  losing 
ey  and  that  growth  prospects  were] 
ited  for  ceramic  components  for 
drive  manufactur-ers,  its  main  prodi 

The  NASD  alleged  that  when 
SigmalVon,  along  with  Gimther  Int( 
tional,  a  mail-sorting  equipment  m; 
went  public,  Kass  engaged  in  "free 
ing" — holding  back  ipo  shares  to  alli 
them  to  selected  accounts.  That 
these  investor's  the  opportimit 
make  a  quick  pr-ofit  if  they  choi 
due  to  the  fact  that  SigmalVon 
Gimthei-  tr-aded  at  a  premium 
metliately  after  the  offering.  Or 
those  favored  accounts  was  thi 
Per-kins  Partner-s  Ltd.,  whose  pj 
pal,  Mar-c  Perkins,  is  said  to  1 
close  friend  of  Kass.  For  these 
lations,  J.W.  Charies  was  censi 
and  fined  $5,000.  Perkins, 


I 


5  Recommended  in  Dorfman's  USA  700/l)'column  of  7/25/94 
All  prices  are  split-adjusted. 

DATA:  SECURITIES  DATA  CO..  BLOOMBERG  FINANCIAL  MARKETS 


sured,  and  fined  $2,500.  Perkins 
he  and  Kass  "made  a  mista 
adding  that  'it  was  a  clerical  er 
Accor-ding  to  Marilyn  Davis,  a  N 
district  dir-ector,  a  settlement  a 
Kass  is  pending.  "I  categor 
deny  having  ever  engaged  in 
riding,"  Ivass  says. 

Joel  Mar-ks  insists  the  share 


fir-m's  poor  recor-d  has  caiLsed 
shift  its  str-ategy.  J.W.  Charles,!' 
says,  is  getting  out  of  the  "pulic 
ventur-e-capital  busmess." 

Kass's  non-IPO  picks  on  Oil- 
man's show  were  also  less  t!ui 
stellar  He  did  make  a  few  g)d 
calls,  notably  Snapple  Beverajjs. 
In  Apr.  5,  1994,  he  said  investrs 


i 


sell  the  stock  when  the  shai'es  were 
y  at  22X  on  a  split-adjusted  basis. 
IV.  2,  1994,  Snapple  agi'eed  to  be  ac- 
hy Quaker  Oats  Co.  at  $14  a  shar-e. 
other  I'ecommendations  were  less 
snt.  On  at  least  thi-ee  occasions  in 
Kass  and  his  colleagues  panned 
;s  Schwab  on  Doifman  when  the 
was  trading  at  10  or  less  on  a  split- 
ed  basis.  Schwab  closed  at  22X  on 
18.  On  July  25,  1994,  Doifman  re- 
{  Kass's  buy  recommendations  on 


10  companies  in  usA  Toikiij.  All  but  tlii'ee 
are  selling  below  theu-  closing  piices  on 
July  22,  the  day  before  the  column  ap- 
peared. Most  of  Kass's  other-  buys  that 
did  rise  in  value,  such  as  Circus  Circus 
Enterprises  Inc.  and  Florida  East  Coast 
Industries  Inc.  (cnbc,  Jan.  3,  1995),  have 
vastly  underperformed  the  Standard  & 
Poor's  500-stock  index. 

On  Jan.  3,  1995,  three  months  after  a 
J.  W.  Chai'les  analyst  ui'ged  investor's  to 
sell  all  brokerage  stocks,  Dor&nan  on  cnbc 


gave  a  a  special  accolade  to  J.  W.  Charges 
itself.  He  noted  that  ther-e  was  a  "very 
tliin  float  in  this  stock,  so  be  cai-eful."  But 
he  then  pr'aised  the  firm  for  its  "high  r-e- 
tum  on  equity,  25%,  a  strong  balance  sheet, 
big  eaiTiings  gi"ov\1:h  foi'ecast."  Like  the 
many  Kass  picks  publicized  by  Dorfman, 
that  was  not  gr-eat  advice.  Since  then,  J.W. 
Chaiies  stock  has  gone  nowhei-e. 

By  Phillip  L.  Zweig  in  New  York, 
with  Gail  DeGeorge  in  Miami  and 
Michael  Scliroeder  in  Washitigton 


\H  21,500  INVESTMENT 
IVISERS  BE  WRONG? 

but  watch  out.  Almost  anyone  can  hang  out  a  shingle 


loking  /or  a  new  business  oppor- 
:unity?  Want  an  exciting  new  ca- 
reer in  the  financial  services  itidus- 
hat  can  make  you  rich  as  you  help 
le  achieve  their  dreams  and  aspi- 
<ns?  Become  a  registered  investment 
ser  (ria).  You  don't  need  an  mba  or 
)llege  degree.  You  don't  have  to 
onstrate  any  knowledge  of  invest- 
ts.  Just  fill  out  the  12-page  regis- 
on  form,  pay  a  one-time  $1.50  filing 
0  the  Securities  &  Excha.nge  Com- 
non — and  you  re  an  ria. 
her-e's  no  such  ad,  but  there  might 
7ell  be.  "As  long  as  you  haven't  com- 
ed  a  crime,  the  only  requirement 
lat  you  can  fog  a  min'or,"  says  Lee 
Aford,  president  of  Crawfoixl  Capital 
lagement  Inc.,  a  San  Diego  invest- 
it  adviser.  Perhaps  you  need  to  be 
8  to  become  an  ria,  but  not  to  re- 
n  one:  Only  recently  did  the  sec 
ge  the  list  of  "inactive"  adviser's. 


which  lowered  the  head  count  for  the 
first  time  in  year-s.  Even  after  dropping 
1,000  names,  the  number  has  still  mor-e 
than  doubled  since  1985,  to  21,500. 

At  a  time  when  moi'e  and  more  peo- 
ple are  seeking  help  with  their  invest- 
ments— 401(k)  allocations,  r-ollover  pen- 
sion money,  children's  college  funds 

THE  BULL  MARKET 
IN  ADVICE 
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ADVISERS 

'85  '86  '87  '88  '89  '90  '91  '92  '93  '94  '95 
▲  THOUSANDS 

DATA.  SECURITIES  &  EXCHANGE  COMMISSION 


— regulators  are  concer-ned  about  such 
abuses  as  undisclosed  fee-sphtting,  ex- 
cessive commissions,  and  giving  poor 
advice.  "I  worry  that  we  can't  keep  up 
with  this  kind  of  growth  in  the  number- 
of  investment  adviser's,"  says  Bany  P. 
Bar-bash,  director  of  the  SEC's  Invest- 
ment Management  Div.  While  the  SEC 
may  investigate  specific  complaints 
against  advisers,  the  routine  inspections 
that  can  uncover  problems  are  virtually 
nil:  With  staffing  levels  so  low,  an  ad- 
viser will  have  an  sec  inspection  on  av- 
er-age  once  ever-y  44  years. 
DEMAND  SKYROCKETS.  Most  states  r-eg- 
ulate  investment  advisers  in  var-ying 
degrees  of  intensity,  and  they  make  in- 
spections with  somewhat  gr-eater-  fre- 
quency. State  r-egulator-s  say  one  of  their- 
biggest  problems  is  fer-r-eting  out  un- 
registered adviser-s — and  getting  them 
under  the  regulatory  umbr-ella  or  out 
of  the  business.  Last  year,  for  instance, 
the  Ar-izona  Corporation  Commission 
denied  Rober-t  S.  Bur-gman  an  invest- 
ment adviser's  license.  The  commission 
said  Bur-gman,  who  r-an  mor-e  than  .$9 
million  in  mutual-fund  portfolios,  failed 
to  disclose  he  had  lost  his  secur-ities  li- 
cense a  few  years  earlier  for  selling 
"unsuitable  investments."  Says  Dee  R. 
Harris,  the  director  of  the  commission's 
securities  division:  "If  you  were  thr-own 
out  of  the  securities  business,  you  don't 
belong  in  the  advisor-y  business,  either-." 

The  adviser-s'  r-olls  are  gr-owing  large- 
ly because  the  barriers  to  entry  ar-e  so 
low.  The  bare  bones:  a  PC,  a  phone, 
maybe  some  business  car-ds,  and  enough 
money  to  pay  the  r-egistr-ation  fees.  The 
ability  to  link  up  with  discount  broker-- 
age  networ-ks  that  provide  stocks  and 
mutual  funds  at  low  cost  makes  it  easy 
for  advisei-s  to  hang  out  a  shingle.  Many 
newiy  r-egister-ed  advisers  ar-e  also  stock- 
broker's, CPAs,  or  life-insurance  sales- 
men, and  if  they  retain  those  licenses, 
they  also  must  abide  by  the  regxilations 
of  those  pr-ofessions. 

The  demand  for  advice  is  rocketing. 
"Investment  advisers  are  not  just  for 
old  rich  people  anymore,"  says  Philip 
A.  Feigen,  Colorado's  securities  admin- 
istrator-. For  instance,  many  executives 
for-ced  out  in  corpor-ate  restr-ucturings 
walk  away  with  six-figure  lump-sum 


payments  and  need  help  in  nurturing 
their  nest  eggs.  And  even  those  who 
could  manage  their  money  often  don't 
want  to.  "Many  clients  are  finance  pro- 
fessionals at  General  Motors,  and  they're 
smart  enough  to  do  this  themselves," 
says  James  B.  Ki'uzan  of  Investment 
Management  &  Research  Inc.  in  Clark- 
ston,  Mich.  Kruzan  manages  clients' 
401(k)  plans.  Tliey  give  him  authority  to 
move  funds  around  their  pension  plan. 

So  far,  there's  no  hard  evidence  that 
the  rapid  gi-owth  in  investment  advisers 
has  brought  more  abuses.  Regxilators 
note  that  most  of  the  new  firms  charge 
fees  based  on  the  client's  assets  rather 
than  commissions.  Under  such  an 
arrangement,  the  clients  and  advisers 
are  on  the  same  side  of  the  table.  So 
there's  no  incentive  for  advisers  to 
churn  accounts  or  sell  such  high-com- 
mission investments  as  limited  partner- 
ships— common  sources  of  complaints. 

Of  course,  even  honest  advisers  can 
ply  bad  advice.  Ralph  Lambiase,  direc- 
tor of  the  seciuities  division  of  the  Con- 
necticut Banking  Dept.,  warns  that  ad- 
visers' exams  required  in  many  states 
test  knowledge  of  legal  and  ethical  is- 
sues, not  investment  acumen.  "I  don't 
know  if  you  can  test  for  that,"  says 
Lambiase.  Some  states  will  waive  tests 
for  advisers  who  have  passed  the  Char- 
tered Financial  Analyst  exam,  which 
does  requu'e  knowledge  of  the  portfolio 
management  process.  But  grasp  of  the 
theory  does  not  always  translate  into 
successful  practice,  either. 

Regulators  say  that  poor  perfoiTnance 


TIRED  COPS:  The  SEC's  Barbash  is  swam 


might  be  the  source  of  complaints  in 
the  future,  but  they  hear  none  of  it 
now.  That's  because  in  a  bull  market, 
nearly  everyone  makes  some  money, 
and  many  investors  don't  realize  they've 
had  bad  advice  until  the  markets  fall. 
DRUTHERS.  In  the  meanwhile,  regula- 
tors are  trying  to  make  do  with  what 
limited  resources  they  have.  The  SEC's 
Barbash,  for  instance,  is  concentrating 
on  the  8,000  or  so  advisers  who  have 
custody  of  client  assets  or  discretionary 
power  over  the  clients'  assets.  Among 
the  things  they're  looking  for  are  con- 
flicts of  interest  and  advisers  favoring 
one  chent  over  another  in  allocating  se- 


curities. In  addition,  Bi 
directed  mutual-fund  ii 
tors  to  check  up  on  ac 
units  that  are  attached  t| 
companies. 

"By  and  large,  it's 
bunch  of  crooks  out  there; 
Garland  H.  Shaiy  III,  cl 
aminer  of  Virginia's  inve; 
adviser  audit  unit.  But 
says  seldom  does  an  ad 
firm  get  a  clean  bill  of 
Most  get  "deficiency  le] 
outlining  corrective  step; 
taken.  Still,  it  may  be  six| 
before  a  deficient  firm 
return  visit. 

If  some  legislators 
their  druthers,  there'll 
repeat  visit  at  all.  Rep: 
tative  Jack  Fields  (R-Te: 
introduced  a  bill  that 
eliminate  all  state  sec 
regulation.  Senator  Phil  Gram 
Tex.),  has  proposed  legislation! 
would  get  the  sec  out  of  the  re 
of  smaller  advisoiy  finns  and  leav 
to  the  states.  Maiu-een  Thompson, 
islative  adviser  for  the  North 
can  Secmities  Administrators  Ass: 
Congress  might  settle  on  a  divis: 
duties — the  sec  overseeing  largi 
visers,  the  states,  the  smaller  on^ 
Clearly,  the  mood  in  Congi-ess 
ward  less  regulation.  So  in  the  e 
investore  themselves  who  wU]  havi 
poUce  their  own  advisers. 

By  Jeffrey  M.  Lade 
in  New 


HIRING  AN  ADVISER?  TAKE  THIS  ADVICE 


If  you're  in  the  market  for  an 
investment  adviser,  here  are 
some  guidelines  to  help  you  make 
a  wise  choice: 

Credentials.  The  adviser  has  to 
give  clients  a  copy  of  Part  II  of  the 
Securities  &  Exchange  Commission 
FoiTO  ADV,  which  outUnes  the  ad- 
viser's services,  fees,  invest- 
ments, and  educational  back- 
ground. Ask  for  Part  I  as 
well:  That  addresses  the  ad- 
viser's legal  and  regulatory 
history.  If  your  state  requires 
advisers  to  register,  then  ask 
for  state  filings,  too.  You  may 
want  to  call  universities  to 
confirm  degrees,  professional 
associations  to  attest  to  mem- 
bership, and  former  employers 
to  verify  work  experience. 

Performance.  Past  performance 
is  no  predictor  of  future  re- 


turns, but  it's  instructive  nonethe- 
less. How  long  is  the  track  record, 
and  how  steady?  Are  there  big 
swings  from  quarter  to  quarter  or 
year  to  year,  and  if  so,  can  you  live 
with  that  kind  of  volatility?  Be  sure 
the  performance  shown  is  from 
the  kind  of  portfolio  you  would 
choose.  If  you're  a  conserva- 
tive investor,  ask  to  exam- 
ine the  performance  of 
some  consei-vatively  i"un 
accounts. 

Interview.  How  well  did 
the  adviser  interview  you? 
Do  you  think  he  or  she 
asked  the  right  ques- 
tions— especially  about 
your  income,  net  worth, 
financial  goals,  and  risk 
tolerance — to  come  up  with 
an  appropriate  invest- 
ment portfolio? 


Costs.  How  is  the  adviser  to  be 
paid:  through  commissions  on  invei 
ment  products  you  purchase,  a  fee 
based  on  the  assets  under  manage^ 
ment,  or  a  combination  of  the  two? 
Wliatever  method  you  choose,  the 
arrangement  should  be  clearly 
spelled  out. 

Control.  It's  0.  K.  to  give  an  ad- 
viser discretion  to  trade  stocks  or 
move  money  from  mutual  fund  to 
mutual  fund  within  an  account.  But 
never  give  the  adviser  the  power  t 
withdraw  money  from  your  account 
The  account  should  be  in  your  nam 
no  one  else's. 

Record  keeping.  Make  sure  that 
you  get  copies  of  all  transactions 
from  the  custodian  of  the  investmei 
account,  usually  a  brokerage  firm. 
Use  that  to  check  the  performance 
reports  you  get  from  the  investmer 
adviser. 
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HE  GLEAM 

T  MAGMA  COPPER 


'or  Magma  Copper  (mcu),  a  major 
U.  S.  producer,  earnings  estimates 
'  analysts  are  apt  to  swing  widely — 
:pending  mainly  on  the  prognosis  for 
pper  prices.  But  a  recent  flurry  of  ac- 
dty  in  Magma  stock  has  little  do  with 
.rnings  or  prices.  And  a  lot  to  do 
ith  takeover  talk.  In  two  weeks, 
lares  have  leaped  fi'om  16  to  21. 
Several  institutional  investors  own 
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ig  blocks:  Wall  Street's  Warburg  Pin- 
as  controls  36%,  and  Idaho  potato 
'  ing  John  Simplot  has  been  buying, 
i  [is  John  R.  Simplot  Trust  acquired  a 
j  .2%  stake  on  Sept.  15.  The  plot  thick- 
ns  when  one  considers  that  Simplot 
Iso  owns  5%  of  ASARCO,  one  of  the 
/Grid's  top  copper  producers — and  one 
f  three  rumored  Magma  suitors.  The 
thers:  Freeport  McMoRan,  a  huge 
ource  of  copper,  gold,  and  silver,  and 
Minerals  &  Resources  (Minorco),  a 
juxembourg  mining  outfit. 

Buyout  talk  stems  from  Warburg's 
ecent  move  to  imload  assets  in  one 
»f  its  venture  funds,  including  inter- 
ists  in  Intuit,  Advo  Systems,  shl 
systemhouse — ^recently  acquired  by  MCi 
Communications — and  Magma. 

One  investment  banker  says  asarco, 
.■^reeport  McMoRan,  and  Minorco  are 
lidding  for  most,  if  not  all,  of  War- 
jurg's  stake.  "Warburg  in  this  instance 
s  a  financially  motivated  seller,"  he 
?ays.  Warbui'g  consultant  Donald  Don- 
ihue  is  Magma's  chairman,  and  two 
Warburg  managing  partners,  John  Vo- 
?elstein  and  Christopher  Brody,  sit  on 
Magma's  board. 

The  investment  banker  puts  Mag- 
ma's buyout  value  at  30  to  35  a  share. 


Part  of  the  appeal,  he  says,  is  its  mines 
in  Peru  and  Arizona.  The  company  op- 
erates America's  largest  copper-smelt- 
ing and  -refining  complex,  he  adds. 
Magma  is  set  for  the  long  haul,  notes 
one  analyst,  "with  production  likely  to 
skyi'ocket  in  the  next  few  years." 

ASARCO  has  mines  in  Peru  and  Ari- 
zona, too.  Adding  Magma's  Peruvian 
operations  would  enhance  the  bottom 
fine  for  asarco,  says  one  analyst. 

Observers  say  1996  will  be  a  transi- 
tion year  for  Magma,  with  gold  and 
copper  from  its  Nevada  mine  poised 
to  come  on  stream.  "Magma  has  made 
significant  strides  in  reducing  costs, 
expanding  production,  and  acquiring 
development  properties,"  ways  David 
Neuhaus  of  J.  P.  Morgan  Securities. 

THIS  SLOT  MACHINE 
COULD  PAY  OFF 

Heading  for  the  exits  in  hotels  and 
casinos  is  WMS  Industries  (WMS).  In- 
stead, it  will  focus  on  video  games,  lot- 
teries, slot  machines,  and  pinball.  Why? 
Some  reckon  that  Viacom  Chairman 
Sumner  Redstone,  who  owns  25%  of 
WMS,  might  be  inclined  to  take  a  larger 
stake,  if  not  a  controlling  one,  if  WMS 
were  rid  of  such  businesses.  The  stock 
is  on  the  i"opes:  After  a  high  of  24K  in 
early  February,  it  has  slumped  to  17. 

Before  the  end  of  its  fiscal  year  in 
June,  look  for  WMS  to  sell  its  interest  in 
three  Puerto  Rico  hotel-casinos,  worth 
$75  million  to  $100  million,  says  a  pro 
who  owns  a  big  stake  in  the  company. 
Not  only  may  WMS  attract  Redstone's 
eye  but  it  will  also  gain  resources  to 
beef  up  its  presence  in  the  high-margin 
slot-machine  business. 

"Response  among  the  Las  Vegas 
crowd  to  the  newly  introduced  WMS 
slot  machines  has  been  tremendous," 
says  the  pro,  who  notes  that  the  com- 
pany has  an  $18  million  order  backlog. 
One  machine  costs  $5,000  to  $6,000. 

The  slot-machine  mai'ket  is  dominat- 
ed by  International  Gaming  Technology. 
But  WMS  hopes  to  snare  30%  of  the 
business  in  24  months,  he  says.  By 
1997,  the  WMS  product  could  add  $150 
million  to  $200  million  to  annual  reve- 
nues, he  figures.  The  company  posted 
sales  of  $385  million  in  fiscal  1995, 
when  earnings  fell  to  80(2  a  share, 
down  from  $1.19  the  year  before. 

WMS  Pi'esident  Neil  Nicastro  declined 
to  make  projections.  Neither  would  he 
comment  on  Redstone's  interest.  But 
he  thinks  analysts'  estimates  of  $1.15  to 


$1.25  in  fiscal  1996  are  "reasonable," 
along  with  projections  of  $1.50  to  $2 
for  fiscal  1997,  mainly  because  of  the 
slot  machines'  bright  promise. 

CASCADE:  TOO  QUICK 
ON  THE  TRIGGER? 

Aping  corporate  insiders  may  some- 
times be  hazardous  to  your  finances. 
Consider  the  insiders  at  Cascade  Com- 
munications (cscc),  which  designs  and 
manufactures  a  fine  of  "wide-area  net- 
work" computer  switches.  You  should 
be  shorting  or  bailing  out,  judging  fi"om 
officers'  behavior.  Chairman  Victoria 
Brown  dumped  25,238  shares  at  62 
apiece  on  Oct.  27,  reducing  her  holding 
to  zilch.  President  Daniel  Smith  sold 
22,500  shares  at  61  a  few  days  later. 
The  stock  closed  at  80^  on  Nov.  28. 
The  company  said  Brown  couldn't  be 
reached  by  phone,  and  Smith  didn't  re- 
turn calls.  But  another  top  officer  says 
these  sales  were  part  of  a  "portfolio 
diversification." 

The  sell-offs  may  have  been  prema- 
ture, argue  some  pros.  They  now  think 
Cascade  will  soon  be  acquired  by  Cisco 
Systems,  a  cash-rich  maker  of  inter- 
networking systems.  One  analyst  thinks 
Cisco  will  offer  100  to  110  for  Cascade. 

"There's  a  lot  of  synergy  between 
the  two  companies,"  says  a  California 


money  manager 
who    has  been 


CISCO  MAY  COME 
SHOPPING  SOON 


snappmg  up  some 
shares.  Cascade's 
switches  allow 
computer  users  to 
direct  and  manage 
their  communica- 
tions across  net- 
works. Its  gear  is 
used  by  regional 
phone  companies 
and  competitive 
access  providers. 
Cascade  started 
making  money 
last  year  on  sales 
of  $50.1  million,  up 
from  1993  sales  of  $700,000. 

Cascade's  products  dovetail  with  Cis- 
co's business.  Cisco,  with  revenues  of 
$1.2  bilhon  last  year,  offers  a  hne  of 
routers  and  switches  that  manage  com- 
munications among  computer  networks. 

If  Cisco  is  to  remain  the  dominant 
vendor  in  fast-growing  networking, 
says  one  analyst,  it  needs  to  acquire 
companies  hke  Cascade.  Cascade  and 
Cisco  declined  comment. 
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IT  HURTS  SO  GOOD 
AT  DELTA 

CEO  Allen's  fierce  cost-cutting  is  showing  results 


Many  numbers  have  floated  across 
Ronald  W.  Allen's  desk  since  he 
announced  Delta  Airlines  Inc.'s 
aggi'essive  cost-cutting  program 
in  April,  1994.  Tliere's  the  $1.6  billion  in 
savings  his  restructui'ing  teams  have 
identified.  There's  the  $340  million  he 
still  hopes  to  coax  from  the  pilots'  imion. 
There  are  17,391  axed  jobs.  Then, 
there's  the  figui-e  he  saw  in  late  October 
on  Delta's  quarterly  earnings  report. 
Net  income  was  $201  million — precisely 
the  amount  Delta's  cost  cuts  saved  for 
the  quaitei'.  "I  had  to  go  back  and  check 
the  numbers,"  Allen  says.  "I  did.  It  was 
very  interesting  and  very  satisfying." 

Add  it  up,  and  Allen  is  within  reach 
of  the  number  that  has  consumed  Delta 
for  the  last  19  months:  7.5.  Critics  and 
competitors  scoffed  when  Allen  an- 
nounced an  effort  to  cut  costs  so  deeply 


that  Delta  would  spend  only  7.5(Z  per 
airplane  seat  per  mile  of  flight  by  June, 
1997.  That  23%  reduction  could  make 
Delta  the  second-lowest-cost  major  car- 
rier after  Southwest  Aii'lines  Co.  Half- 
way to  the  target  date,  Allen  is  ahead 
of  schedule.  And  he  hasn't  just  been 
taking  a  cleaver  to  Delta:  He  has  re- 
drawn its  route  map,  fonried  innovative 
pai'tnerships,  and  revamped  evei'ything 
from  baggage-handhng  to  maintenance. 
He  has  also  tiuTied  Delta's  woeful  Euro- 
pean operations  into  a  moneymaker  If 
he  could  only  win  a  deal  from  the  Air 
Line  Pilots  Assn.,  Allen  could  close  the 
books  on  the  fii'st  phase  of  Delta's  re- 
building effort,  dubbed  Leadership  7.5. 

Delta  certainly  needed  a  new  flight 
plan.  The  very  attributes  the  airline 
prided  itself  on — lifetime  employment, 
high  pay,  lush  in-flight  services,  and  a 


CLEARER  SKIES:  Allen  has  produce.. 
Delta's  first  profits  since  1990 

blanket-the-teiritory  route  map— w 
plainly  out  of  step  in  the  deregulal 
era.  "They  had  to  make  decisions  t 
ran  contraiy  to  a  lot  of  their  histi 
cultiu"e,  and  past  practices,"  says  Doi 
J.  Carty,  president  of  American  AirK 
Inc.  "These  were  difficult  decisions 
management  to  make,  ones  they  wo 
only  make  knowdng  they  had  no  choii 
ISuffeted  by  a  combination  of  terri 
industry  economics  and  its  own  bl 
dere.  Delta  had  no  choice.  "We  were  t; 
ing  about  survival,"  says  Allen,  a 
year-old  company  lifer  who  became  ( 
in  1987.  The  company  had  not  tume 
profit  since  1990.  Only  troubled  US 
Group  Inc.  operated  less  efficiently  tl 
Delta's  9.76(?  per  mile.  And  the  $600  i 
lion  Delta  had  spent  in  1991  to  buy  I 
American  World  Aii-ways  Inc.'s  Euro 
an  routes  had  yielded  nothing  but  : 
ink — $1.2  billion  in  total  losses  in  th 
years.  Meanwhile,  Delta's  flabby  wi 
invited  cut-rate  ValuJet  Airlines  Inc. 
start  up  and  attack  Delta's  lucrat 
routes  to  Florida  and  the  Noilheast. 
DROUGHT  RELIEF.  The  picture  is  a 
different  today.  Delta  is  flying  at  o. 
about  8.4c  a  mile.  Allen  still  must  ti 
$480  million  in  costs  to  reach  his  $ 
billion  goal,  but  he  insists  that  most 
that  will  come  from  a  new  pilots'  <■ 
tract.  With  its  workforce  down  '.' 


106  BUSINESS  WEEK  /  DECEMBER  11,  1996 


DELTA  IS 
TRIMMING  BACK... 

MARKETING  Capping  commis- 
sions to  travel  agents,  empha- 
sizing sales  to  bigger  accounts. 
Annual  saving:  $400  million- 
plus. 

ONBOARD  SERVICES  Chang- 
ing food  service,  reducing  staff. 
Annual  saving:  $310  million. 

PERSONNEL  Outsourcing  some 
work,  slashing  jobs  23%.  Annu- 
al saving:  $300  million. 

MAINTENANCE  Reducing  in- 
ventory, instituting  new  work 
arrangements.  Annual  saving: 
$290  million. 

PILOTS  No  progress  yet  on 
the  effort  to  wring  $340  million 
in  concessions  out  of  the  Air 
Line  Pilots  Assn.  However,  both 
sides  have  publicly  committed 
themselves  to  avoiding  a  strike 
or  lockout. 

;a  now  makes  money  when  its 
es  fiy  above  59.3%  full,  vs.  the  67% 
,  it  needed  a  year  ago.  Even  the 
'  bled  European  operations  are  kick- 
in,  turning  in  a  $7  million  annual 
it  for  the  first  time.  Thanks  in  part 
he  industry's  upswing,  Delta  earned 
5  million  in  the  fiscal  year  ended 
g  30 — its  first  profit  in  five  years, 
letting  to  this  point  seemed  almost 
ossible  not  long  ago.  The  target  of 
oilhon  in  savings  was  so  far  away 
:  the  details-oriented  Allen  couldn't 
Me  specifics  about  how  to  achieve  it. 
,ead,  he  set  up  11  teams  and  chai-ged 
ti  with  I'eaching  broad  cost-cutting 
Is.  Among  them:  $400  million  fi'om 
'keting,  $300  million  from  layoffs, 
$310  million  from  onboard  services. 
.Yanslated  to  operations,  those  num- 
s  are  making  for  some  significant 
I  sometimes  controversial  changes, 
hnical  experts  in  hydraulics,  metal- 
"king,  avionics,  and  other  trades  were 
ed  to  design  cross-functional  work 
ms — changes  that  put  many  of  them 
of  jobs.  Another  controversial  meas- 
.  saving  $80  million  a  year  by  putting 
ap  on  travel-agent  commissions.  The 
ve  risked  alienating  the  source  of 
re  than  half  the  earner's  bookings, 
t  Delta  weathered  a  boycott  thi'eat 
1  made  the  cutback  stick.  "What 
y've  done  with  travel  agents  is  ti-uly 
irageous,"  says  Lewis  Jordan,  presi- 
it  of  ValuJet  Airlines.  Delta  says 


there  has  been  no  impact  on  bookings. 

With  much  of  the  rough  cutting  com- 
plete, Allen  is  now  focusing  on  making 
the  changes  last.  He  has  created  five 
new  groups  with  such  clunky-sounding 
assignments  as  creating  more  cross-func- 
tional work  and  improving  asset  util- 
ization. If  the  talk  of  cross-functionality 
and  long-range  planning  sounds  Uke  con- 
sultant's bafflegab,  consider  how  it's 
working  in  practice  at  Delta's  $30  million 
control  center  for  operations  that 
opened  in  late  October.  From  a  "bridge" 
overlooking  five  jumbo  screens,  direc- 
tors watch  as  computers  track  the 
movement  of  every  Delta  flight  world- 
wide. Working  from  consoles  within  ear- 
shot of  the  bridge  are  meteorologists, 
traffic  planners,  mechanics,  and  even 
reservations  specialists. 
VEGAS  JACKPOT.  When  the  Salt  Lake 
City  airport  was  snowed  in  recently. 
Delta's  traffic  planners  were  all  set  to 
reroute  a  plane  to  Bozeman,  Mont.  But 
within  seconds,  the  destination  was 
changed  to  Las  Vegas  when  a  reserva- 
tions manager  in  the  center  noted  that 
Vegas  was  the  final  destination  for  all 
but  four  of  the  48  passengers  on  board. 

With  domestic  cost-cutting  ahead  of 
schedule,  Allen  has  more  time  to  focus 
on  the  knotty  problem  of  Delta's  Euro- 
pean operations.  He's  making  the  best  of 
a  bad  situation:  a  system  with  a  space- 
squeezed  hub  at  Frankfuit  and  no  land- 
ing rights  at  London's  Heathrow  Inter- 
national Airport.  To  compensate.  Delta 
has  negotiated  11  code-sharing  arrange- 
ments— buying  blocks  of  seats  and  flying 
its  customers  on  other  earners'  planes. 
The  deals  with  caniers  in  Eui'ope,  Asia, 
and  Latin  America  have  enabled  Delta 
to  cut  14  unprofitable  routes  yet  still 
bring  more  feeder  traffic  into  Frank- 
furt and  into  Delta's  Atlanta  base.  One 
code-sharing  partnership  with  Virgin 
Atlantic  Ah-ways  Ltd.  gives  Delta  some 
Heathrow  access.  But  Allen  paid  dear- 
ly—$200  million  a  year— for  22%  of 
the  seats  on  Virgin  fiights  to  seven 
U.  S.  cities. 


The  European 
operations  could 
soon  get  an  enor- 
mous boost  if  the 
U.  S.  Ti-ansportation 
Dept.  grants  an  anti- 
trust exemption  to 
Delta's  partnerships 
with  three  European 
caiTiers:  Swissair,  Aus- 
trian Airlines,  and  Sa- 
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bena.  That  would  let  Delta  go  beyond 
code-sharing  to  cooperate  on  pricing, 
marketing,  and  scheduling  in  a  way  that 
is  currently  prohibited.  There's  already  a 
precedent:  Northwest  Airlines  Inc.'s  deal 
with  KLM  Royal  Dutch  Airlines.  "The 
antitrust  immunity  is  very  important  to 
their  abihty  to  build  on  the  benefits 
Delta  has  already  gotten  from  code- 
sharing,"  says  Daniel  M.  Kasper,  a  pait- 
ner  at  Coopers  &  Lybrand. 

The  one  area  of  Leadership  7.5  that 
shows  little  progress  is  pilot  talks. 
Company  officials  note  that  Delta  pilots 
earn  $309  for  every  hour  that  they're 
flying,  second  only  to  usAir's  $312.  And 
Delta  pilots  fly  only  49.4  hours  a 
month,  fewer  than  at  any  other  carrier 
but  American.  Delta  says  it  won't  ac- 
cept the  combination  of  high  pay  and 
low  productivity. 

The  two  sides  are  currently  moving 
in  opposite  directions.  In  October,  the 
Air  Line  Pilots  rescinded  its  earlier 
agreement  to  forgo  a  2%  pay  raise  after 
Delta  gave  huge  bonuses  to  top  execu- 
tives. Delta  ftnther  em-aged  pilots  by 
reveahng  plans  to  tum  over  flights  on 
some  routes  to  Atlantic  Southeast  Air- 
lines Inc.,  a  regional  canier  in  which 
Delta  holds  a  24%  stake. 

The  pilots  are  also  concerned  that 
Delta's  strategy  of  cutting  unprofitable 
routes  means  furloughed  pilots  won't 
get  their  jobs  back  and  others  could 
lose  them.  "Delta  is  tiying  to  shrink  to 
profitability,"  complains  Cameron  Foster, 
a  pilot  on  the  negotiating  team. 

More  than  500  pilots  turned  out  for 
Delta's  annual  meeting  in  November 
and  cheered  as  Delta  Captain  Bill 
Brown,  head  of  the  local  alpa  unit, 
vowed  to  reject  any  contract  not  of- 
fering "value  for  value."  Still,  Delta's 
pilots  have  said  they  won't  strike.  And 
Foster  says  a  deal  could  happen  if 
there's  movement  on  key  issues  that 
would  return  furloughed  pilots  to  work, 
such  as  a  plan  to  fly  smaller  jets  to  pre- 
serve service  on  lightly  traveled  routes. 
Allen  wants  a  deal  with  the  pilots, 
but  he  won't  budge 
fi-om  the  $340  million 
flgure.  As  for  the  pi- 
lots' value-for-value 
rhetoric:  "If  you  say, 
'We  give  you  a  dollar, 
and  we  take  a  dollar 
back,'  there's  no  gain 
in  that,"  he  says.  Deals 
along  those  lines,  Al- 
len figiu'es,  won't  get 
him  any  closer  to  his 
magic  numbers. 
,  By  David  Greising 
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a  ill  )r.  And  the  sound  is  exceptional,  with  its  crisp,  clear  sti 
capabilities.  The  Satellite  Pro  offers  the  best  of  multimn 
in  living  color.  But  when  you  check  the  price,  you  won't  lielieve  your  c\ 
CaU  1-800-457-7777  for  more  information  or  a  dealer  near  yc  . 


SatallitePn 

410CDT: 

•  11.3"  dia.  coliir  T[-T  active  matrix  display 
supportiriK  64K  simult-inetius  colors  at 
800x600  r<;s<iliition 

•  Integratetl  mtxlular  Quad-SpcctI  CD-ROM 

•  Mcxlular  3.5"  FDD  included 
410CS**: 

•  U .  3"  dia.  color  DSTN  dual-scan  display 
supporting  256  simultaneous  colors  at 
800x600  resolution 


•  Integrated  modular  3.5"  FDD 

•  Opnonal  modular  Quad-Speed  CD-ROM 
BOTH  MODELS: 

•  90MH:  Pentium"  processor  (2. 9v) 

•  810  Million  Bytes  (=772MB)  HDD 

•  8MB  EDO  RAM  expandable  to 40MB 

•  Utiiiunr  Ion  battery 

•  Sound  Blaster"  Prociimpatible,  .WAV 
and  MIDI  sound  support 

•  Two  stacked  PC  Cani  (PCMCIA)  slots 
(two  Type  II  or  one  Type  111) 

•  Infrared  data  pt)rt  (IrDA-compliant) 


•  Plug  and  Play  connectivity 

•  Built-in  AC  adapter 

•  AccuPoint"  integrated 
pointing  device 

•  Optional  NoteDock"  Enhanced 
Port  Replicator 

•  Pre-installed  software: 
Windows-  95  or  MS-DOS"  with 
Wind(.)ws'  for  Workgroups, 
Run  Time  Video  for  Windows', 
Indeo"  Video  Interactive,  and 
additional  multimedia  software 


•  Toll-free  Technical  Support  — 
7  days  a  week,  24  hours  a  day 


Designed  for 


Microsott" 
Windows^gS 


Pentium 


In  Touch  with  Tomorrow 

TOSHIBA 

Toshiba.  The  World's  Best  Selling  Portable  Computers. 

All  prices,  specifications  and  availability  are  subject  to  change  "Slaiidaid  040x480  resolution  screen  "The  410CS  is  sold  at  selected  resellers  as  the  415CS  with  Windows'  95  and  additional  pre-installed  software 
tPrice  for  410CS  with  the  modular  FDD  only  A  Quad-Speed  CD-ROM  is  available  as  an  optional  upgrade  ©1995  Toshiba  America  Information  Systems,  Inc  All  products  indicated  by  trademark  symbols  ate 
trademarked  and/or  registered  by  their  respective  companies  Intel  Inside  and  Pentium  Processor  Logos  are  trademarks  of  Intel  Corporation 
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ECOMMUNICATIONS 


/ALL  STREET  TIPS 
rS  HAT  TO  CAPS 


regulation  or  no, 
ripetitive-access 
viders  are  in 
catbird  seat 


ong-distance  caniers 
and  local  phone  mo- 
nopolies are  fighting 

Ian  epic  battle  in 

hington  right  now 
a  telecom  bill  being 

ked  out  in  a  joint 

ite-House  subcom- 

ee.  But  while  the 

ts   agonize  over 

r  fate  in  a  newly 

jgulated  industry, 

gi'oup  of  telecom 

panies  is  relaxing. 

matter  how  the 

elation  goes — even 
doesn't  pass  this 

r — the   50   or  so 

ne  companies  known 

competitive-access  providers"  (caps) 

guaranteed  winners. 

'hese  outfits  have  spent  the  past 
ide  worming  then-  way  thi-ough  state 
alatory  mazes  in  order  to  do  what 

long-distance  and  cable  companies 

only  dream  of:  compete  with  the 
)y  Bells  and  gte  Corp.  Today,  they 

the  only  alternative  to  local  phone 
lopolies — and,  therefore,  the  perfect 
tner  or  acquisition  target  for  any- 
looking  to  get  into  the  business, 
lis  sector  of  the  industiy  is  unique," 
s  Stuart  P.  Conrad,  telecom  analyst 
h  C.  J.  Lawrence.  "Legislation,  tech- 
3gy,  and  the  current  competitive  en- 
mment  are  totally  in  its  favor." 
Nho  are  these  guys?  Well,  they 
n't  household  names — mfs  Commu- 
dtions  Co.,  the  biggest  cap,  is  ex- 
ted  to  ring  up  sales  of  only  $570  mil- 
1  this  year.  The  others  will  bring  in 


the  rest  of  the  $1.2  billion  in  local-calling 
revenues  that  doesn't  go  to  the  monop- 
olies. That's  only  a  tiny  slice  of  the  $90 
billion  local-calling  pie,  but  it  represents 
the  creme  de  la  creme  of  customers — 
corporations  that  use  caps  to  circum- 
vent local  phone  companies. 

Today,  about  half  the  states  allow  this 
sort  of  competition,  and  the  caps  have 
been  steadily  building  state-of-the-art 
phone  networks  in  any  city  where  they 
can.  That  hasn't  been  cheap:  Huge  cap- 
ital expenditures  and  heavy  boiTowing 
have  kept  all  of  the  major  pubhcly  trad- 
ed caps  in  the  red.  But  the  gi'oup  is 
beginning  to  show  quarterly  improve- 
ments in  cash  flow.  Telecom  industry 
analysts  estimate  that  mfs,  the  largest 
of  the  caps,  could  show  positive  cash 
flow  by  the  fii'st  quarter  of  1996.  No.  2 
IntelCom  Group  Inc.  could  reach  the 
same  point  by  1997. 


Profits,  though,  are  not  the  reason 
the  CAPS  are  in  the  telecom  catbird  seat. 
For  any  company  looking  to  enter  the 
local  phone  market  fast — at&t,  say,  or 
Time  Warner  Inc.,  or  a  Baby  Bell  that 
wants  to  expand  outside  its  region — it's 
a  lot  easier  to  buy  a  company  with  net- 
works in  place  than  to  try  and  build  its 
own.  It  can  take  18  months  and  at  least 
$100  million  to  wire  up  business  cus- 
tomers in  just  one  city.  MCi  Communi- 
cations Corp.,  for  example,  has  budget- 
ed $2  billion  to  build  local 
networks  in  20  cities  by  2000. 
MFS,  which  already  has  net- 
works in  49  cities,  has  a  mar- 
ket capitalization  of  about  $3 
billion.  It  doesn't  take  a 
mathematical  genius  to  fig- 
ure out  it's  cheaper  to  buy 
than  build. 

TIRE-KICKERS.  The  CAPS 
have  done  the  math.  "We 
might  see  a  lot  of  con- 
vergence of  the  market, 
where  we  might  be  ac- 
quired," says  MFS  presi- 
dent Royce  J.  Holland. 
"Over  the  last  few 
years  we  have  had  a 
number  of  parties 
come  in,  kick  th'es,  and 
make  offers."  There 
are  likely  to  be  a  lot 
more  tii'e-kickers  since 
\  MFS's  majority  share- 
'  holder,  Peter  Kiewit 
y  Sons'  Inc.,  spun  off  its 
69%  stake  to  Kiewit  shareholders  on 
Sept.  30.  MFS's  stock  rose  all  summer 
and  hit  46!^-  in  November  from  a  52- 
week  low  of  28>4  in  May. 

But  the  CAPS  aren't  just  takeover 
bait.  An  alternative  phone  company 
could  become  a  "caiTier's  carrier,"  selling 
local  service  on  a  wholesale  basis  to 
long-distance  companies  or  others.  The 
companies  can  then  resell  the  service 
directly  to  customers.  That's  how  MCi 
and  other  long-distance  competitors 
started  out,  by  buying  and  then  re- 
selling service  from  at&t.  Now,  at&t 
might  prefer  reselling  sei-vice  purchased 
from  Intermedia  Communications  of 
Florida  Inc.,  with  networks  in  six  of 
Florida's  largest  cities,  than  sending 
monthly  checks  to  BellSouth  Corp., 
which  is  sure  to  be  one  of  its  new  com- 
petitors in  the  long-distance  market. 
The  CAPS  could  also  go  beyond  the 


Buying  a  CAP  would  be  by  far  the  easiest  way 
for  a  Baby  Bell  to  invade  a  local  phone  market 
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corporate  market.  That  is  where  Tele- 
port  Communications  Group  and  its  ca- 
ble owners — Tele-Communications,  Cox 
Communications,  Comcast,  and  Conti- 
nental Cablevision — are  headed,  tci. 
Cox,  and  Comcast  have 
a  joint  venture  with 
Sprint  Corp.  to  sell 
long-distance,  cable,  and 
local  service  to  con- 
sumers. "Once  the  net- 
work is  built,  it  can 
handle  all  kinds  of  traf- 
fic," says  Robert  An- 
nunziata,  Teleport's 
president.  "Why  not  of- 
fer residential?" 

Well,  because  it's 
wildly  expensive  to  ex- 
tend service  to  every 
home  and  business  in  a 
region.  Certainly,  the 
biggest  challenge  all  the 
CAPS  have  had  is  meet- 
ing their  cash  require- 
ments. Regular  visits  to 
the  debt  markets  are  a 
given — MFS  raised  $320 
million  through  a  pre- 
ferred stock  offering  in 
the  second  quarter  and 


then  filed  a  shelf  registration  in 
November  for  the  sale  of  an  additional 
$1  billion  in  debt  or  equity  to  cover  cap- 
ital expenditiu'es,  which  have  been  nin- 
ning  about  $100  million  per  quarter.  . 


The  Little  Phone  Companies  that  Can 

Key  Competitive-Access  Providers 


MFS  COMMUNICATIONS  (Omaha) 
MFS  is  by  far  the  largest  competitive- 
access  provider,  with  networks  in  49 
U.S.  cities.  Its  coverage  makes  it  well- 
positioned  for  the  coming  battle  for 
local  service.  MFS  is  also  an  obvious 
partner  for  a  long-distance  carrier 
looking  to  get  into  local  markets  fast. 

INTELCOM  GROUP  (Denver)  IntelCom  is 
just  emerging  from  a  severe  cash 
crunch  and  a  management  shakeup. 
But  analysts  figure  that  with  32  net- 
works, which  are  mostly  in  the  West, 
plus  new  financing  and  a  low  stock 
price,  the  company  could  be  a  great 
acquisition  target. 


TELEPORT  COMMUNICATIONS  GROUP 

(New  York)  Owned  by  four  cable  TV 
operators,  TCG  is  the  local  linchpin  in 
the  joint  venture  between  three  of 
those  owners — TCI,  Comcast,  and 
Cox — and  Sprint  to  provide  a  nation- 
wide package  of  long-distance,  cable, 
and  local  services. 


INTERMEDIA  COMMUNICATIONS  OF 
FLORIDA  (Tampa)  Intermedia  focuses 
on  the  booming  Southeast,  with  net- 
works in  eight  cities  and  two  more 
under  construction.  Six  of  its  networks 
are  in  Florida,  giving  Intermedia  a 
head  start  when  that  state  opens  its 
local  market  to  alt  comers  on  Jan.  1. 


The  market,  however,  seems  j 
awfully  forgiving.  IntelCom  ran  t 
severe  cash  crunch  early  this  yea 
its  stock  plunged  from  16X  a  yeai'  (t 
6%  in  May.  J.  Shelby  Biyan,  a  fomr 
vestment  bankers 
Morgan  Stanley  i. 
was  promptly  rec 
as  IntelCom's  pre:-  ■ 
Bryan  shored  u 
balance  sheet 
$300   million  p" 
placement  in  A 
By    the  middl 
November,  Intel 
stock  price  had  c' 
to  10,  and  several 
lysts  have  issue( 
ratings. 

So  while  Washi  r 
wrestles  with  tht 
print.  Wall  Stree 
given  the  caps  tht 
position  in  the  1 . 
new  telecom  wor . 
might  be  worth  1; 
ing    some  of 
names. 

By  Catherine 
in  New  York,  witi 
reau  reports 


BOOKS  TO  SHAPE  YOUR  FUTUR 

—  Fj^m  the  Financial  Times/Pitman  Publishing  —  .    ,  . 


THE  FINANCIAL  TIMES  HANDBOOK 

OF  MANAGEMENT 

Edited  by  Stuart  Crainer 

U-27.^-0()694^S  /  I IS4  pp.  /  $75.00 

The  latest  management  thinking  from  the  best  management 
minds  in  the  world,  including  Pascale,  Moss-Kanter, 
Mintzherg,  Hamel,  Semler,  and  more.  This  handbook  is 
perhaps  the  most  ambitious,  comprehensive,  and  authoritative 
manager's  resource  ever  published.  It's  the  complete  state  of 
the  management  art  in  one  elegantly  packaged  volume. 

THE  FINANCIAL  TIMES  GLOBAL 
GUIDE  TO  INVESTING 

The  Secrets  of  the  World's  Leading 
Investment  Gurus 

Edited  by  James  Morton 

0-273-61414-2  /  74S  pp  /  $75.00 

With  contributions  Irom  Aronstein,  Templeton,  Gaheili,  Zweig, 
and  Gastineau,  it's  no  wonder  line.slor'.'i  Cliroiiiclc  said  "The 
Great  and  the  Good  of  the  investment  industry  have  been 
brought  together  in  one  massive  tome.  It  is  a  book  packed  with 
wisdom  which  will  appeal  to  both  the  novice  and  the  most 
experienced. .  .investor." 
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OSPACE 


HE  NEXT  SPACE 
ACE: SNAPSHOTS? 

ing  sharper  images  of  earth  could  bring  in  billions 


pace   may  be 


the  final  fron 
I  tier,  but  it  has 
'  not  exactly  been 
Id  mine.  Aside 
one  big  success — 
lite  communica- 
— making  money 
he  cosmos  ha;- 
as  hard  as  find- 
life  on  Mars. 
^  mes  to  manufac- 
superpure  drugs 
hei'  materials  in 
)gj"avity  have  fiz- 
Bold  plans  to  loft 
sts  into  orbit 
n't  gotten  off  the 
nd.  Even  the 
it-launch  market 

irginal  at  best.  The  histoiy  of  busi- 
in  space  shows  that  "the  best  way 
ake  a  small  fortune  is  to  start  out 
a  large  fortune,"  says  John  E.  Pike, 
tor  of  the  Federation  of  American 
itists'  Space  PoHcy  Project. 
iTION  AIDS.  Now,  though,  compa- 
are  betting  they've  finally  found  a 
?ymaker — taking  pictures  of  earth 
space.  Today,  space  images  gen- 
3  only  about  $100  miUion  in  annual 
nue.  But  by  using  sharper  cameras 
getting  pictures  to  customers  in 
s  instead  of  weeks,  these  new  com- 
es hope  to  rake  in  collectively  be- 


ZOOMING  IN  ON  KOBE 

The  current  generation  of  satellite  photos  provides 
10-meter  resolution  of  the  quake-ravaged  city  (left).  Coming 
1-meter  systems  (simulated,  right)  will  offer  far  more  detail 


tween  $2  billion  and  $10  billion  a  year 
"The  future  of  this  is  enormous,"  says 
William  Folchi,  vice-president  for  mar- 
keting and  sales  at  Space  Imaging  in 
Thornton,  Colo. 

Folchi  and  his  rivals  expect  to  win 
over  real  estate  agents,  cities,  utilities, 
foreign  nations,  farmers  (page  112),  and 
others  who  now  use  pictiu'es  taken  fi'om 
airplanes,  low-resolution  space  images, 
or  ordinary  maps.  They  also  hope  to 
create  a  vast  consumer  market,  selling 
images  for  everything  from  computer 
games  to  vacation  planning.  "Imagery 
could  become  as  ubiquitous  as  road 


maps,"  predicts  Douglas  B.  Gerull,  co- 
founder  and  CEO  of  Longmont  (Colo.) 
startup  EarthWatch  Inc.  "Before  you 
go  to  Vail,  you  could  sit  down  at  your 
PC  and  call  up  a  pictm-e  of  the  ski  hills." 

By  next  spring,  (]lerTill's  company  plans 
to  launch  the  world's  first  imaging  satel- 
hte  that's  not  government-supported.  It 
will  be  capable  of  3-meter  resolution: 
Each  dot  in  an  image  will  repr*esent  a  3- 
meter-  squar-e  on  earth.  Wltliin  two  years, 
EarthWatch,  Space  Imaging,  and  Orbital 
Imaging  in  Fairfax,  Va.,  aim  to  loft  even 
shar])t'i-  eyes  with  a  view  of  earth  once 
seen  only  by  spy  satel- 
lites. Their  cameras 
win  have  1 -meter  reso- 
lution, sharp  enough  to 
see  cars  from  about 
400  miles  up.  Most  will 
cir'cle  the  planet  north 
to  south  and  snap 
shots  as  the  earth 
spins  beneath  them. 

It  promises  to  be  a 
costly  space  r-ace. 
Lockheecl  Martin 
Cor-p.  and  other-  part- 
ners backing  Space 
Imaging  plan  to  spend 
more  than  $500  million 
to  build,  launch,  and 
process  data  from 
their  1,800-pound  sat- 
ellite. EarthWatch  hopes  to  fashion 
smaller-,  cheaper  craft  using  the  Star 
Wai-s  ex]Dei-ience  of  foimder  Walter  Scott, 
who  helped  devise  the  Br-illiant  Pebbles 
scheme  for  shooting  down  missiles  ft-om 
space.  EarthWatch  has  $50  million  from 
venture  capitalists  and  partners,  includ- 
ing Hitachi  Ltd.  and  Ball  Cori).  It's  seek- 
ing $150  million  mor-e  to  launch  a  second 
3-meter-resolution  satellite  and  a  pair-  of 
the  shar-per,  1-meter-  type. 

The  thii-d  major  U.  S.  entrant,  Or-bital 
Imaging  Cor-p.,  has  ab-eady  encountered 
financing  difficulties,  having  lost  original 
partners  Litton  Industries  Inc.  and  Tr-a- 


SPACE  IMAGING 


Lock- 
heed Martin,  Raytheon's 
E-Systems,  Mitsubishi 
Over  $500  million  effort 
to  launch  1-meter-resolu- 
tion  camera  in  1997. 


EARTHWATCH 


Partners 
include  Ball  Aerospace, 
Hitachi,  Nuova  Telespazio 
$200  million  plan  to 
launch  3-meter  satellites 
in  1996  and  two  1-meter 
birds,  starting  in  1997. 


ORBITAL  IMAGING 


A  unit  of  Orbital  Sciences 
$100  million  plan  to 
launch  1-meter  craft  in 
1997,  another  in  1999, 
and  a  radarsat  in  2001. 


RES0URCE21 


Partners 
include  Boeing  and  Pioneer 
Hi-Bred  In  ternational 
Seeking  financing  for  a 
$400  million,  multi- 
satellite,  10-meter-or-better 
system,  mainly  for  farming. 


Spending  $3 


billion  for  five  commercial 
SPOT  satellites,  most  with 
10-meter  resolution.  Three 
of  them  already  launched. 


RUSSIA 


Trying  to  sell 
2-meter  images  from  its 
spy  satellites. 


U.S.  firm  EOSAT 
markets  32-meter-resolu- 
tion  images  from  Indian 
Remote  Sensing  satellites. 
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cor  Inc.'s  gde  Systems.  It  hopes  to  get 
by  with  $100  imUion  fi-om  parent  Orbital 
Sciences  Corp.  All  tliis  cash  is  for  an  un- 
proven  market:  "This  is  not  a  business 
for  the  meek,"  says  Dick  Fox,  owTier 
of  consulting  fuTn  ACC  Inc.  in  Mansfield, 
III,  which  is  using  remote  imagery  for 
such  things  as  fanning. 

Other  satellite  companies  aren't  the 
only  rivals.  Although  aircraft  aren't 
practical  for  all  photographic  purposes, 
they  can  fly  under  clouds  and  obtain 
images  that  are  sharper  than  the  sharp- 
est ones  from  satellites.  In  addition, 
governments  such  as  France,  India, 
Russia,  and  Canada  are  stepping  up  ef- 
forts to  sell  satelhte  images.  In  Novem- 
ber, the  Pentagon  and  the  cla.  unveiled 
a  plan  to  use  spy  satellites  for  environ- 
mental monitoring.  While  company  execs 
discount  the  threat,  that  could  make 
the  U.  S.  government  a  competitor,  too, 
at  least  in  one  market  segment.  "There 
will  be  tremendous  overcapacity,"  pre- 
dicts Ted  Nanz,  president  of  the  North 
American  subsidiaiy  of  French  commer- 
cial satelhte-imaging  company  spot  Im- 
age. "No  more  than  one  or  two  of  the 
new  companies  will  be  successful." 
ULTRASMOOTH.  The  Clinton  Administra- 
tion helped  unleash  this  free-for-all  in 
March,  1994,  by  letting  companies  sell 
satellite  images  with  l-metei-  resolution, 
down  from  3  meters  previously.  The 
move  has  been  controversial:  Analysts 
expect  that  some  of  the  startups' 
biggest  customers  will  be  foreign  intelli- 
gence agencies.  But  the  U.  S.  satelhte 
startups  say  it  makes  no  sense  to  re- 
strict their  sales  of  high-resolution  imag- 
es since  they  are  available  elsewhere 
anyway,  from  nations  such  as  Russia. 
"The  cat  is  out  of  the  bag,"  argues 
EarthWatch's  Gerull.  The  one  exception 
is  that  the  government  can  close  the 
shutter  of  the  proposed  U.  S.  systems  if 
national  security  is  threatened. 

The  sharp-eyed  satellites  on  the 
launchpad  encompass  a  range  of  advanc- 
es, fi"om  high-capacity  memoiy  chips  that 
store  images  imtO  they  can  be  radioed  to 
earth,  to  high-quality  telescopic  optics. 
One  camera  miiTor  that  Eastman  Ko- 
dak Co.  is  building  for  Space  Imaging 
will  be  so  smooth  that  if  it  were  100 
miles  across,  the  biggest  bump  would  be 
only  eight-tenths  of  an  inch  high.  It's 
fashioned  fi-om  a  new  glass  developed 
by  CoiTiing  Inc.  and  Kodak  that  will  re- 
duce distortions  from  expansion  and  con- 
traction as  the  sateUite  speeds  from  cold 
dai'kness  to  sealing  sunlight  and  back. 
"We're  sanding  on  the  edge  of  physics," 
says  Phil  Walker,  manager  of  commercial 
remote-sensing  systems  at  Kodak. 

The  images  have  a  ready  market  in 


the  booming  field  of  high-tech  mapmak- 
ing.  Makers  of  so-called  geogi-aphic  in- 
formation systems  (Gis)  sell  more  than 
$2  bilhon  a  year  in  hardware,  software, 
and  special-purpose  maps  that,  say,  show 
water-runoff  patterns  during  storms  in 
Ining,  Tex.,  or  gi'owth  of  subdi\isions  in 
Phoenix.  "(3is  people  are  ciying  for  more 
data,"  says  EarthWatch's  Gerull. 

Those  powerful  trends — and  the  my- 
riad uses  of  space  imageiy — convinced 
Lockheed  CEO  Daniel  M.  Tellep.  After  a 
presentation  in  December,  1993,  recalls 


one  participant,  "he  turned  to  the 
and  said,  'Have  you  got  your  cl 
book?  I'm  ready  to  sign  up.' "  Now 
company  is  projecting  revenues  of 
million  per  year  once  its  bii"d  is  in  c 
The  jury  is  still  out  on  whe 
Lockheed's  big-budget  approach  is 
best — and,  for  that  matter,  on 
many  companies  the  nascent  markeij 
support.  But  it  looks  as  though  at 
one  or  two  will  reap  profits  by 
w'here  few  companies  have  gone  be 
By  John  Carey  in  Washin 


TILLING  THE  SOIL 
BY  SATELLITE 


Last  summer,  one  of  Jim 
WiUiams'  corn  fields  w^as  at- 
tacked by  the  dreaded  corn  bor- 
er. In  the  past,  the  Cisco  (111.)  farm- 
er would  have  sprayed  the  whole 
80-acre  field.  This  time,  he  turned  to 
aerial  photos  to  spot  the  actual  crop 
damage.  Then,  using  computer- 
drawm  maps  and  steering  with  the 
help  of  a  global  positioning  satellite 
(GPS)  receiver,  he  guided  the 
chemical  sprayer  just  to  the 
12  acres  that  w^ere  infested. 
He  saved  nearly  $1,000 — and 
pumped  fewer  poisons  onto 
the  land. 

WiUiams  is  a  pioneer  of 
"precision  farming."  The  basic 
idea  is  to  till  the  earth  almost 
foot  by  foot  instead  of  field  by 
field.  Global  positioning  satel- 
lites help  make  that  possible: 
A  GPS  receiver  mounted  on  a 
tractor  records  the  tractor's 
exact  geographic  coordinates 
from  moment  to  moment. 
The  location  data  is  matched 
with  data  from  a  yield  monitor, 
which  measures  the  weight  and 
moisture  of  the  gi'ain  as  it  is  har- 
vested, producing  a  map  of  the 
field's  perfonnance.  If  the  .\ield  is 
poor  in  a  dry  spot,  the  farmer  can 
douse  it  more  heavily  next  season. 
FOILING  PHYLLOXERA.  For  images  of 
their  fields,  high-tech  farmers  such 
as  Williams  use  shots  from  planes 
rather  than  satellite  pictures.  But 
that  may  change  when  better  satel- 
lite images  are  available.  Images 
taken  at  different  wavelengths  of 
light  can  spot  plants  stressed  by 
drought,  nutrient  deficiencies,  or 
pests  far  earlier  than  the  naked  eye. 


California  vineyards  have  teamed 
with  NAS.A.  in  a  test  project  that  h; 
enabled  them  to  spot  grapevines 
by  the  phylloxera  louse  as  much  a; 
a  year  before  the  insect's  depreda 
tions  become  apparent  on  the 
gi'ound.  Resource21,  a  startup  in 
Gulfport.  Miss.,  hopes  to  launch  sa 
ellites  designed  primarily  for  agri- 
cultiu'al  imagery.  Partners  include 


TRACTOR  BEAMS:  An  onboard  GPS  linkup 


Boeing  Co.  and  Pioneer  Hi-Bred 
International  Inc. 

On  the  ground,  meanwhile,  new 
ecjuipment  is  rapidly  becoming  ava 
able.  In  July,  Deere  &  Co.  in  Molir 
III,  introduced  a  $7,000  jield  moni 
tor  and  gps  system — the  first  in  a 
planned  line  of  precision-farming 
gear.  "In  10  years,  every  farmer  w^ 
be  using  this  technology',"  predicts 
Theodore  Coffelt,  director  of  sales 
for  TRIFID  Corp.,  a  mapping  compa 
ny  in  St.  Louis.  That  may  be  a  bit 
too  optimistic,  but  there's  no  ques- 
tion that  a  revolution  is  slowiy  tak 
ing  place  down  on  the  farm. 

By  John  Carey  in  Washingh 


112 


EEK  /  DECEMBER  11.  1995 


"Told  nil-  he  nccilcfl  iiinrc 

space. 

"uh-oh." 

"Nrcds  to  feel  more 

power  and  control 

in  Ills  I  i  1"  I- ." 
"Well,  whfU  (Iocs  he  vvrinl"  to  do?" 
"I!  f  \v  ti  n  t  s  ,1 

Cadillac  DeVille." 


The  Cadillac  DeVille,  now  better  than  ever 
with  the  northstar  system. 

Beyond  its  275-hp  Northstar  VcS,  DcVille  features  Road-Sensing  Suspension,  Speed-Sensitive  Steering, 
Kill-range  Trai  tion  Control,  anti-lo(  k  brakes  and  the  security  of  going  lOO.OOO  miles 
between  scheduled  tunc-ups.  That's  considerably  longer  than  the  terms  of  this  most  attractive  lease  arrangement. 
For  more  information  please  call  I-800-3]3-4O\D,  or  on  the  Internet  type  htt|)://www.(  adilla( .( om. 

H69  24 

A   M  0  n  t  h  Months  Do  w  n 


DeVille 


Cadi  llac 

Creai  iiNc.  A  Higher  Stanijaro, 


619  due  at  lease  signing  (hrst  iiiDiitli's  lease  paymi-nt  ot  S4(i'),  plus  $475  ^'fundable  seiurity  deposit,  plus  down  payment).  Tax,  liirnsc.  title  tecs  and  insuranu'  extra.  GMAt  niust  approve 
se.  Example  based  on  1996  DcVille:  $37,950  MSRP  including  destination  eharge.  Montliiy  p.Tyment  is  based  on  a  net  capitalized  (ost  of  $33,655  for  a  total  of  montlily  payments  of 
i,256.  Option  to  buy  at  lease  end  at  a  price  determined  at  lease  signing.  Mileage  eharge  of  $.15  per  mile  over  24,000  miles.  Lessee  pays  for  ^y^^,^^  ^il^.^  I^^.l^^  ^.^^.^^  ^^^^i^  i^^^^^  mmm 
:ess  wear  You  must  take  retail  delivery  out  of  dealer  stoi  k  by  12/31/95.  This  is  a  speual  (iMAC  iirogram.  See  your  participating  dealer  tor  -MWS  GM  Corp.  All  rights  rrsmi-.l 


BOOZ- ALLEN  &  HAMILTON 

''Welcome  to  the  Partnership"  »  <s^^^^^^ 

This  year,  Booz  Allen  &  Hamilton  celebrates  81  years  of  leadership  in  management 
and  technology  consulting.  We  are  pleased  to  announce  the  election  of  40  new 
vice  presidents. 


Zafer  Achi 

Singapore 

Fernando  B.  Barreto 

Sao  Paulo,  Brazil 

Eileen  H.  Bedell 

New  York,  New  York 

Jeffrey  W  Bennett 

Cleveland,  Ohio 

Barrie  R  Berg 

London,  England 

Thierry  Berman 

Paris,  France 

John  0.  Boochever 

London,  England 

William  E.  Brooks 

Seahrook,  Maryland 

Georges  Culioli 

Paris,  Lmmce 

Wayne  I.  Cutler 

New  York,  New  York 


Leo  J.  D'Acierno 

New  York,  New  York 

Viren  Doshi 

Paris,  France 

Frederick  J.  Erickson 

Riyadh,  Saudi  Arabia 

Chris  Dallas-Feeney 

New  York,  New  York 

Edward  Galgay 

New  York,  New  York 

MarkJ.  Gerencser 

McLean,  Virginia 

Neil  T  Gillespie 

McLean,  Virginia 

Ian  Godden 

London,  England 

Martha  C.  Goss 

Florhatn  Park, 
New  Jersey 

Thomas  Hansson 

London,  England 


William  C.  Jackson 

Chicago,  Illinois 

Barratt  Jaruzelski 

New  York,  New  York 

Charlie  R.  Jones,  Jr. 

McLean,  Virginia 

DeAnne  M.  Kelley 

San  Francisco, 
California 

Richard  Laub 

Paris,  France 

Colin  A.  Leisk 

London,  England 

G.  Bruce  McFee 

Sydney,  Australia 

MarkJ.  Moran 

Cleveland,  Ohio 

Ignacio  Oviedo 

Mexico  City,  Mexico 

Rene  Perillieux 

Diisseldorf,  Germany 


John  B.  Rhodes,  Jr 

New  York,  New  York 

Matthew  C.  Rogers 

San  Francisco, 
California 

Elliot  D.  Rosen 

McLean,  Virginia 

Joe  Saddi 

Abu  Dhabi, 
Saudi  Arabia 

Samuel  Strickland 

McLean,  Virginia 

George  D.  Tillmann 

New  York,  New  York 

Roger  Walters 

Chicago,  Illinois 

Hans  J.  Wenzel 

Munich,  Germany 


Paul  T  Idzik 

New  York,  New  York 


Cristina  Pieretti 

Caracas,  Venezuela 


velopments  to  Watch 


ED  BY  OTIS  PORT 


iSAL  NETWORK 

;niff  out 

:ND  OR  FOE 

FRITY    SYSTEMS  CAN 

access  to  a  building  by 
zing  a  person's  finger- 
'oice,  or  retina.  Tomor- 
robot  guards  may  simply 
a  visitor's  body  odor — 
;  a  superkeen  nose  in- 
d  by  two  scientists  from 

University. 

lemistiy  Dept.  Chairman 
d  Walt  and  John  S. 
r,  a  professor  of  neuro- 
ce,  have  patented  a  sys- 
;hat  combines  fiber-optic 
)rs  and  so-called  neural- 
ork  software  to  identify 
us  smells.  It  points  the 
to  artificial  noses  much 
'  sensitive  than  even  the 
le  variety.  Such  sniffers 
t  detect  oil  leaks  or  di- 
sc diseases  based  on 
ibolic  changes  in  a  pa- 
's breath  or  sweat, 
ifts  already  holds  several 
its  on  single-minded  fiber 
ors.  The  tip  of  these 
s  is  smeared  with  a  dye 
reacts  to  one  specific 
tance  when  zapped  bv 


WELL-TEMPERED  CERAMICS 


TEMPERED  GLASS  CAN  TAKE  A  BEATING  THAT  WOULD  PUL- 

verize  ordinary  glass.  In  the  same  vein,  tempered  ce- 
ramics could  be  the  ticket  to  a  new  family  of  materials. 

Today's  metal-ceramic  composites,  which  can  with- 
stand temperatures  that  would  weaken  or  melt  ordinary 
metals,  have  a  serious  limitation:  They  chip  and  crack 
easily.  Glassmakers  take  care  of  that  problem  through 
tempering,  which  induces  compressive  stresses  to  make 
the  surface  extra  hard.  Stephen  L.  Sass,  a  professor  of 
materials  science  at  Cornell  University,  wondered 
whether  engineering  ceramics  might  also  benefit  from 
similar  tempering  techniques. 

After  a  year  of  work,  his  research  team  recently  un- 
veiled the  first  tempered  metal-ceramic  parts.  They're 
produced  by  packing  alumina-ceramic  tubes  with  nickel- 
aluminate  powder,  using  heat  and  pressure  to  get  the 
ceramic  powder  to  stick  to  the  tube's  inside  surface. 
Then  the  tube  is  baked  to  bum  off  the  oxygen  in  the 
aluminate — and  that,  in  turn,  reduces  the  volume  of  the 
aluminate  and  tries  to  pull  the  tube  inward.  But  the 
tube  can't  shrink.  The  strains  created  by  the  opposing 
forces  hardens  the  tube's  outer  surface.  Since  the  same 
technique  could  also  temper  other  shapes,  a  jet-engine 
manufacturer  is  now  talking  with  Sass  about  making  ex- 
perimental parts. 


INNOVATIONS 


-  flowing  out  from  the 
•.  The  new  system  comes 
ir  to  the  versatility  of 
noses.  It  has  an  array  of 
•  sensors  that  detect  dif- 
at  chemicals.  By  analyz- 
the  combined  reaction  of 
mdle  of  10  sensors,  the 
■al  network  could  I.  D.  up 
miUion  compounds.  Fat- 
bundles  and  better  dyes 
it  pick  up  scents  no  bio- 
;al  nose  can  sniff.  The  De- 
■e  Dept.  has  given  the 
scientists  $2.25  milhon  to 
■tune  their  invention. 


■  Sound  travels  "back- 
wards" at  the  University  of 
Paris,  where  researchers 
are  developing  a  better  way 
to  probe  solids  with  ultra- 
sonic signals.  If  they  scan 
an  airplane  wing,  say,  and 
an  echo  comes  back  from  a 
defect,  a  so-called  acoustic 
time-reversal  miiTor  gener- 


ates an  "antisignal"  that 
travels  back  to  its  source. 
Repeating  this  interactive 
procedure  quickly  pinpoints 
the  defect's  location  and 
size.  Another  potential  ap- 
plication: finding  and  de- 
stroying kidney  stones.  The 
backwards  signals  could  be 
progressively  stepped  up  in 
power  until  a  kidney  stone 
disintegrates. 


COMPUTER 
TRANSUTORS 
BEHER  GEHING 

COMPUTER   PROGRAMS  FOR 

translating  one  language  into 
another  still  pale  next  to  a 
good  human  translator.  But  a 
system  being  developed  at 
the  State  University  of  New 
York  at  Buffalo  could  lift  ma- 
chine translation  to  new  levels 
of  sophistication.  The  softwai'e 
not  only  renders  Chinese 
ideograms  into  English  but 
also  revises  its  translation  as 
it  gains  a  better  understand- 
ing of  the  text. 

What's  more,  the  program 
remembers  and  can  answer 
questions.  If  a  Chinese  re- 
port stated  that  the  country 
produced  650,000  personal 
computers  in  1994,  the  pro- 
gram could  later  answer  the 
question,  how  many  PCs 
were  made  in  China  last 
year?  The  program's  smarts 
come  from  Cassie,  an  artifi- 
cial intelligence  (ai)  package 
that  Buffalo  has  been  per- 
fecting for  three  decades. 
Min-Hung  Liao,  a  Chinese 
PhD  candidate  in  computer 
science  and  linguistics,  was 
excited  by  its  potential  for 
translation.  Cassie's  ai  foun- 
dation is  crucial  for  Chinese, 
Liao  notes,  because  the  order 
of  words  is  much  looser  than 
in  English,  so  the  computer 
often  needs  to  understand 
the  context  of  a  statement 
in  order  to  come  up  with  the 
best  translation. 


m  Rats  injected  with  just 
150  molecules  of  a  steroid 
called  pregnenolone  sulfate 
score  higher  on  memory 
tests  than  their  untreated 
brethi'en,  according  to  the 
Veterans  Administration 
Medical  Center  in  St.  Louis, 
That  makes  pregnenolone 
the  most  effective  memory 
enhancer  found  to  date — if 
you  happen  to  be  a  rat. 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwdec@businessweek.com 


People 


RISING  STARS 


FORD'S 

GLOBAL  GLADIATOR 

Jacques  Nasser  starts  to  overhaul  the  way  it  makes  cars 


Growing  up  in  Melbourne,  Aus- 
tralia, Ford's  Jacques  A.  Nasser 
used  to  compete  with  his  younger 
brother  Jamie  to  see  who  could 
identify  more  of  the  cars  zooming  past 
their  home.  Jacques,  a  car  buff  even 
then,  would  usually  win.  If  he  didn't, 
he  took  it  hard.  "I'd  be  shattered  when 
I  didn't  know  one,"  he  admits. 

Today,  Nasser's  life- 
long passion  for  cars 
and  competition  is  be- 
ing put  to  its  ultimate 
test.  The  47-year-old 
gi-oup  vice-president  is 
charged  with  overhaul- 
ing the  way  Ford  Mo- 
tor Co.  makes  cars 
worldwide.  The  im- 
mense job  makes  him 
chief  mechanic  in  Chaii"- 
man  Alexander  J.  Trot- 
man's  vast  global  reor- 
ganization, Ford  2000. 
It  also  puts  him  on  the 
spot  to  fix  Ford's 
biggest  problem:  spend- 
ing too  much  money 
and  time  to  bring  out 
new  cars.  "That's  a  de- 
mon Ford  has  been  bat- 
tling for  years,"  says 
Lehman  Brothers  ana- 
lyst Joseph  Phillippi. 
ON  TRACK.  Indeed,  the 
huge  cost  of  developing 
and  launching  the  new 
Taurus,  Escort,  and  F- 
series  pickup  sent 
Ford's  earnings  plung- 
ing 68%  in  the  third 
quarter.  And  Nasser  says  Ford  faces 
more  "short-term  pain"  as  it  swallows 
the  cost  of  remaking  40%  of  its  U.  S. 
product  line  and  one-third  of  its  Euro- 
pean lineup  over  the  next  year.  "If  we 
want  to  realize  oui*  vision  of  being  the 
leading  auto  company  in  the  world,"  he 
says,  "then  we  have  to  lead  in  product 
development  ."  If  Nasser  succeeds,  many 
inside  Ford  say  he  will  be  on  track  to 
become  CEv.  Nasser,  who  friends  say 


has  always  been  in  a  i"ush  to  reach  the 
top,  claims  he  never  even  thinks  about 
that:  "I'm  too  busy." 

Debugging  Ford's  product  develop- 
ment is  as  comphcated  as  it  looks,  Nass- 
er says,  but  "the  payoff  is  huge."  Ford 
can  shave  billions  off  its  $8  billion  annual 
product-development  costs,  he  says,  by 
designing  cars  that  can  be  sold  around 


UThis  is  a  very  competitive  business. 
You  either  get  efficient  or  you  lose, ^  J 
says  Nasser,  whose  nickname 
is  Jac  the  Knife 


the  world.  Rather  than  create  numerous 
small  cars,  for  example,  Ford  will  de- 
velop one  small-car  chassis  and  alter  its 
styling  to  suit  different  countries. 

Since  August,  Nasser  has  wiped  out 
Ford's  far-flung  regional  product  stu- 
dios and  moved  more  than  15,000  em- 
ployees into  five  global  product-devel- 
opment centers — four  in  Dearborn, 
Mich.,  and  a  fifth  split  between  Dun- 
ton,  England,  and  Merkenich,  Germany. 


The  centers  will  shepherd  cars  fi 
drawing  board  to  showroom,  so  de 
opers  live  with  their  vehicles  as 
as  they're  on  the  market.  By  1! 
Nasser  expects  the  centers  to  cut 
velopment  time  from  37  months  tc 
months,  equal  to  industry  leader  Toj 
Motor  Coi-p.  Key  steps  will  be  redu( 
cars'  complexity  and  eliminating  red 
dant  parts.  He  also  has  a  plan  to  bei 
pace  the  flow  of  new  models  worldw 
Analysts  estimate  Ford  is  shooting  fi 
startling  30%  reduction  in  costs. 

Critics,  however,  say  the  global 
proach  requires  a  dizzyingly  comj: 
bureaucracy  and  will  produce  bl 
"McFords"  pleasing  to  no  one.  Wo; 
big  savings  won't  materialize  beca 
cars  meant  to  be  sold  globally  will  h 
to  meet  the  world's  toughest  envi 
mental  and  safety  rules.  "They  are 
ating  a  huge  organization  that  is  cau 
chaos,"  scoffs  a  rival.  But  the  sto 
pugnacious  Nasser 
plays  unwavering 
for  Trotman's  global 
sion.  "The  auto  ind 
try  is  a  worldwide 
terprise,"  he  argi 
"not  simply  a  natio 
or  regional  business, 
LONG  TRIP.  Nasser,  \ 
speaks  four  languai 
and  fancies  three-b 
ton  suits  tailored 
Savile  Row,  knowi 
few  things  about 
global  village.  Bom 
Lebanon  and  raised 
Australia,     he  1 
worked  for  Ford  on 
continents  since  IQinj 
when    he  graduate 
from  the  Royal  M;! 
bourne  Institute 
Technology.  "Jac  vl 
very  ambitious,  and 
knew  if  he  was  goi 
to  be  a  player,  he  h 
to  get  out  of  Australi 
says  David  Blackhs 
who  started  at  Ford 
Australia  the  same  d 
as  Nasser. 

The   first  stop 
Nasser's  around-the-world  tour  was 
the  home  office  in  Dearborn,  where 
went  in  1973  to  work  out  the  finances 
exporting  18-wheelers  to  Australia, 
mastery  of  detail  quickly  caught  the  e 
of  Philip  Caldwell,  then  head  of  tru 
operations,  who  went  on  to  run  t 
whole  company.  "Jac  figured  out  t 
best  way  to  get  visibility  with  Phil  Ca] 
well  was  to  control  the  numbere,"  reca' 
Blackball,  now  with  Ford's  ad  agen.i 
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BREITLING 


1884 


RONOMAT 

1  time  when  instruments  routinely  monitor 
at  data  at  Mach  2  miles  above  the  earth, 
y  continue  improving  mechanical 
3nographs?  Precisely  because  there's  more 
ime  than  technology!  Just  ask  Breitling, 
worWs  leading  maker  of  time 
ruments  for  aviation  professionals.  Its 
icately  beautiful  movements  and  lovingly 
d-polished  watchcases  put  technological 
gress  in  a  broader,  more  rewarding 
spective. 

e  the  Concorde,  the  world's  first  supersonic 
iner  but  surely  not  the  last,  Breitlinc's 
RONOMAT  draws  time  and  space  ever  closer  - 
h  both  aesthetic  excellence  and 
standing  technical  performance. 


;hronograph 


30-minuteand  12-hour  totalizers. 
Power  reserve  in  excess  of  42  hours. 
Easy-to-read  calendar. 

Ratcheted,  unidirectional  rotating  bezel  with 
marker  tabs. 

Case  water-resistant  to  100  m  (330  ft)  with 
glareproofed  cambered  sapphire  crystal; 
screw-locked  crown  and  case  back. 

Steel,  two-tone  finish  with  18K  gold  tabs,  steel 
and  18K  gold  bezel;  choice  of  yellow  or  white 
18K  gold. 

Available  with  three  tvpes  of  leather  strap  and 
choice  of  tang-type  buckle  or  folding  clasp,  or 
else  with  a  Pilot  or  Rouleaux  bracelet. 


INC,  Af.FNT 


TRADITIONAL  JEWELERS 

Fashion  Island 
Newport  Beach,  California  92660 
Tel:  (714)  760-8035  •  1-800-766-8035 


NSTRUMFN 


T  9,       FOR        PRDFF^criONAI  c; 


People 


1  he  lownsend  L  ollection  is  proudly 
offered  at  tliese  fine  stores: 


C  alifdrnia 

All,.„„l.ra 
S«,S5  WatJ.  Comiwi.v' 
Arcadia 
Tlle  Elegant  T.ni.l.- 
Arlesia 
t\-mlos  Office- ?„pplv- 
BakcrsfieU 
Slins.m  ?lali...K  i> 

Beverly  Hills 
Reverlv  flaliuiier.' 
Calexi... 
CalexKO  lewelr, 
Can„ia  I'arU 
lay-,  Hu^age 

CarlskaJ 
.V\  Ta,pl„us 
Cynlhia's  Hallmark- 
Corona 


Cliula  Vista 

Cmells  Office  Prujucls 
.    Citv  Inilustry 
UniteJ  Statuiners 
Concord 
TKe  ?lat,oners 
Costa  Mesa 
Coacli/MarL  Cross 
Nordstrom-Bnslol  Avenue 

Daly  City 
Macy's-Serranionte  Center 
El  Caion 
Cyntlna's  tlailmarl;" 
El  Centre 
Office  Supply  Co, 
Encinitas 
Del  MarOffi>e  ProJucl* 
Escondido 
Cyntlna-sllallmarl/ 
Havward 

l-l^.  Gill 

Macv's 
Irvine 
Xewp.iri  Slalioiiers" 
l,a  Habra 
MacKinnun  Slaln.ner, 
Lakewood 
Rc,lm„.,n,- 
May  Grcmp 
Los  Angeles 
American  Gem  Corjv 
lJullock  s-Dwnln.  Li,s  Angeles 
Calif  Slu.pp  Center" 
DaVinc- 
HG  Da.uel,- 
M  Fl..^• 

Matsu/aUva  America  In. 
tlSC'B„„Utore 
YokAama  OLaJava  C.  1.1,1 


Mission  Viejo 
Cvnfln.,',  llallmarL-- 
Dcin  K.n.ten  Luggage" 

Modesto 
TKe  Warden',  Office' 

Montclair 
Nordstr.im-M.intclair 
NorJstrom.?li.iie*l..vi'ii 
National  Citv 
Cyntliia'sllallmarl/ 

Newport  Beatli 
BencLlev's  Luggage 
SatinJer'slIallma^L- 
Ontario 
Xunlslrom 
Pain.  Desert 
lulie.  Hallmark 

Palo  Alto 
Macv's.Slanfi.nl 
I  'niversily  Art  Center* 
Pasadena 
A  C  Vn.nian- 
Pleasanton 


Rolling  Hills 

PeniiiMila  flalu.iiery 
Roseville 
leister's  Office  Products 

^\'"lsl'r""r!l" 

Macv's 
I  'nited  Stationers" 

San  Die^o 
Clark  Statuiners- 
Cynlkia's  1  lallinark- 
Gel  Personal- 
H  G  Daniels- 
International  Office  Suppiv 
lolin's  5ll,  Avenue  Liiggage- 
Nordslrom-Fasliion  Village 
San  Francisco 
C.A  Malm- 
TKe  Card  ['actory 
C.iacli/Mark  Cross 
Golden  Gate  Pen' 
Mickael's  /\jtisl  Supplies- 
Miseki 
San  Mateo 
Nordstmm-Hillsdale 
Varkros  Statioiien' 
Santa  Ana 
Horstman  s  Hallniaik 
Torrance 
leans  Pacific,  I  nc 

Victorville 
Desert  Stationers 
Woodland  Hills 

Bullock's 
Jim's  ^^tationers- 

Hawaii 

Ewa  Bead, 
Lilierty  House  Ala  Moaiia' 

Hilo 

LiLertv  House 

Honolulu 
DPS  Hawaii 
Emmanuel  Boulinue,  111. 
Honolulu  Pen  ^liop- 
Hopaco  Stationers 
Litertv  House-Ala  Moaiia' 
Liberty  Houie-Kaiiala 

MJR  Con, 
Tbe  Pcykelkook  Man- 

Kailua 

Liliertv  House-Kail.ia 


Las  Vegas 
,Vra  Gift  Sliop 
Hunlniglon  lewelers,  Lie 
Miyaliiya  Gifts' 
Reno 
Oakman's- 

Oregon 

Bend 

Cascade  Office  Ec|uipmenl 
Portland 
N'ordstnim 
Peter's  Office  Products- 
Nordstrom- Downtown 
Nordstrom- 
Wasllington  Square 

Wasllin^ton 

liellevue 

AK.nGoidl.iil, 


Keen 


E- 


I  K  G,ll 

L.nwood 

Nordslroin-AlJenv  

Seattle 

I  K,  Gill 

Nonlslroni 
Nordslrom-Bellevue 

Tnckf-'Murr.iv 
I'niverfily  Bookstore 

Tacoma 
Xordsln.m-Tacoma 
Tukwila 
I  'lilted  Stationers 
Vancouver 
I  K,Gi 


Xonlstrom 


CM" 

SINCE   -I  S4B 


GIVEN  TO  CELEBRATE  A  DAY. 
GUARANTEED  TO  LAST  A  LIFETIME. 

'Cross  In?  duL-'  Mcmlicrs 
Recotinizecl  !nill-Liiie  Ivetniler 


in  Australia,  J.  Walter  Thompson  Co. 

After  Nasser  retui'ned  to  Australia, 
his  steady  ascent  eai-ned  him  postings  in 
the  Philippines,  Japan,  Venezuela,  Mex- 
ico, South  Africa,  and  Brazil.  He  be- 
came known  as  a  hard-charger  who 
bruised  some  egos  in  his  climb  but 
whose  financial  skills  could  not  be  fault- 
ed. But  Nasser  is  loath  to  be  tyjjed  as  a 
"finance  guy" — Detroit  code  for  a  drab, 
bloodless  executive.  He  is  a  connoisseiu" 
of  antique  watches  and  classic  architec- 
ture— and  he  especially  loves  fast  cars. 
Among  his  treasures  are  a  1970  Aston 
Martin  DBS,  and  one  of  the  world's  only 
right-hand-drive  1966  Mustang  convert- 
ibles. And  they're  not  just  showpieces: 


NASSER'S  PLAN  TO  STREAMLINE 
FORD'S  PRODUCT  DEVELOPMENT 


►  Realize  billions  of  dollars  in  savings  through  glo- 
bal design  and  engineering  of  new  cars  and  trucks 

►  Use  the  same  chassis  and  basic  parts  (steering 
wheels,  horns)  in  more  models,  while  tailoring  styl- 


turn  record  has  won  him  the  nicP 
"Jac  the  Knife,"  which  he  doesn't 
"This  is  a  very  competitive  bus 
You  either  get  efficient  or  you  los 
Jac  the  Knife  found  himself  o 
wrong  end  of  a  gun  in  1985  when 
rived  to  save  Ford's  troubled  pi 
Ai-gentina  as  that  country  plunge 
political  and  economic  chaos.  V 
days,  armed  workers  seized  the 
ry — and  Nasser.  "The  first  per 
called  was  my  boss  in  Detroit,"  1 
calls.  "I  said:  'I've  kind  of  lost  the 
down  here.' "  Freed  after  a  day,  N 
negotiated  to  regain  control,  ev 
the  Argentine  press  said  that  Fo: 
cretly  planned  to  pull  out.  Nasser, 
wife  and  four  c' 


f 


ing  to  suit  tastes  around  the  world  dustry 


remained  in  Del 
received  several 
threats.  Event 
the  mihtaiy  help^ 
take  the  plant 
perience,  says  N 
"reinforced  for  mi 
when  you're  in  a 


►  Reduce  the  cost  of  developing  a  vehicle  by  an  es- 
timated 30% 

►  Keep  products  fresh  by  bringing  cars  from  drawing 
board  to  showroom  in  an  average  of  24  months, 
down  from  Ford's  current  average  of  37  months 

►  Balance  the  product-development  workload  so 
fewer  new  cars  come  out  at  once 

►  Take  $700  out  of  the  cost  of  manufacturing  each 
vehicle  by  reducing  the  number  of  parts  and  squeez- 
ing lower  prices  from  suppliers 


"He  took  me  riding  in  the  Aston  Martin 
one  night  in  London  and  scared  the  hell 
out  of  me,"  recalls  Adrian  Brien,  a 
fi-iend  and  Ford  dealer  in  Australia. 

When  Nasser  became  head  of  Ford  of 
Australia  in  1990,  his  first  act  was  to  fire 
his  company  chauffeur  so  he  could  drive 
himself  to  work — sometimes  on  an  Ital- 
ian motorcycle.  Now  back  in  Dearborn, 
he  has  a  weekly  reservation  on  Ford's 
test  track  and  is  obsessed  with  driving 
the  whole  hneup.  He  once  picked  up  a 
friend,  Bryan  Cooper,  in  a  Ford-de- 
signed taxi.  Shi'ugs  Cooper:  "He's  what 
we  call  a  'petrol-head'  in  Australia." 
JAZZY.  But  running  Ford  of  Australia 
was  no  joyi-ide.  The  operation  was  in 
shambles,  outflanked  by  Toyota  and 
General  Motors  Corp.  Nasser  laid  off 
one-thii-d  of  the  workforce  and  won  back 
the  Ford  Falcon's  No.  1  sales  crown 
with  a  memorable  ad  campaign,  jazzed- 
up  features,  and  an  extended  warranty. 
He  repeated  that  performance  on  a  far 
larger  scale  in  1993  at  Ford  of  Europe, 
where  he  cut  10,000  jobs.  His  slash-and- 


you  re  nol 
test  lab — you're 
society." 

Such  adventure 
worlds  away  fron 
mountain  villag 
Amyun,  Lebi 
where  Nasser 
bom.  His  father 
gled  to  get  by 
bus  driver,  and 
Jac  was  4,  the  ft 
moved  to  Austi 
Nasser's  father 
found  work  as  a  cm  factory  fore 
but  later  made  a  fortune  in  real  e 
and  restaiu-ants.  At  84,  he  chides  Ja 
not  striking  out  on  his  own.  "My  f; 
thinks  anyone  who  goes  to  woi-l 
someone  else  is  a  faUm-e,"  Nasser  j 
Still,  Nasser  retains  a  stake  in! 
family  business.  Tucked  inside  brcj 
Jamie's  popular  Melbourne  nighti 
Silver's,  is  a  small  pub  known  as  " 
Bar,"  where  Nasser  holds  court  w| 
ever  he's  in  Australia.  Says  BlacM 
"He  must  be  the  only  Ford  vice-p| 
dent  with  a  bar  named  after  him 

The  trips  home  have  become  r 
rai-e  as  the  demands  of  Nasser's  job 
mounted.  Jamie  Nasser,  who  hears 
his  brother  every  week,  isn't  surpi 
by  his  rapid  rise.  He  saw  that  dri\ 
Jac  long  ago,  as  they  competed  by 
side  of  the  road.  "He's  the  same  no 
when  he  was  10,"  says  Jamie.  "He' 
ways  been  pointed  in  one  direction, 
that  singlemindedness  could  eventi 
put  him  in  Ford's  driver's  seat 
By  Keith  Naughton  in  Dearborn,  A 


Cenluries 
er  Danle,  Tuscany 
alinues  lo  inspire 
greal  writing. 


New  WorU  lecLnoloqy:       Ualian  region 

New  Sienna  Lacquer. 

llial  gave  ike 
worlJ  Pelrarcli,  Boccaccio,  an  d  Danle. 

ese  exquisile  new  pens 
and  pencils  won  I  necessarily  make 
you  a  literary 


sensation,  we 


do 


Lxquisile  Josign 
aecenls.  classic  (^ross 


slvlin 


promise  you 
writing  wi  Ik  Ik  em 
is  pure  poetry. 
Sienna  Lacquer 
writing  instruments 
offer  a  unique 


comkination  of  Art  Deco  styling 
an  d  ad  vanced  tecknology.    As  part 
of  ike  Cross  Townsend  Collection, 


Vim 


tkey  draw  on  a  Cross  design  first 
seen  nearly  seventy  years  ago.  A 
<llstinctive  markled 
krown   and  klacit 
pattern    is  kand 
polisked  to  a  deep, 
krilliant  gloss  finisk 
and  accente  d  ky  22 
karat  gold  electro- 


Jewcler  s  allenlion 
lo  Jelail 


lated  appointments.  F 


our  models 


deh 


Wor/</-rcn(*M  rift] 
(^russ  ijUttlil} 


offered  to  suit  a  variety  of 
writing  preferences: 
fountain  pen,  kall- 
point  pen,  rolling  kail 
pen,  an  d   0.5  m  m 
penci  I.  Witk  tkeir 
lif  etime  nieckanical 
guarantee.  Sienna 
Lacquer  writing  instruments  are 
certain  to  ke  ckerisked  for  generations. 


fkc  Cross  Townsend  Collection. 
Ad  ramalic  wiac-aiameler 
interpretation  o  like  classic 
Cross  silkouelle. 


r  rom  $55  to  $350,  and  awaiting 
your  review  at  fine  gift  stores  and 
stationers 
nationwide. 
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SHOWN  ABOVt   Tin;  (ROSS  TOUNSIND  SIKNNA  lAfQUCR  FOUNTAIN  PIN  AND  BAII  POINT  PEN  WITH  12  KARAT  GOI  I)  I  I  Tf  TROPl  ATFI)  APPOIMMI>TS 


Personal  Business 


EDITED  BY  AMY  DUNKIN 


COFFEE-TABLE  BOOKS 

FOR  A  COZY  WINTER'S  NIGHT 


My  dad  inadvertently 
uttered  what  may  be 
the  classic  response 
tu  i-eceiving  an  ill-chosen  hol- 
iday gift:  "Oh,  it's  just  what  I 
always  wanted,"  he  lied  one 
Christmas  upon  unwi-apping 
a  present.  Then,  not  quite 
catching  himself  in  time,  he 
added:  "What  is  it?" 

If  you're  ah'eady  feeling  a 
bit  paranoid  about  choosing 
gifts  this  year,  why  not  con- 
sider a  coffee-table  book?  It's 
a  safe  choice  in  that  there's 
one  for  just  about  eveiy  in- 
terest and  age  group.  My  dad, 
a  jazz  fan,  would  no  doubt  be 
delighted  to  receive  The  Blue 
Note  Years:  The  Jazz  Photog- 
raphy of  Francis  Wolff  (Riz- 
zoli,  $65).  It's  full  of  beautiful, 
pensive  portraits  of  Joe  Hen- 
derson, John  Coltrane,  Dex- 
ter Gordon, 
and  many  oth- 
ers taken 
from  1941  to 
1965  by  a  former  professional 
photogi-apher  who  was  an  ex- 
ecutive with  the  pioneering 
Blue  Note  label. 

Also  in  a  musical  vein  is 
Frank  Sinatra:  An  Ameri- 


S  I  N  AT 


HOLIDAY  GIFTS 
BOOKS 


9  m   mMM  TlipPalr,pWphhprllrtr</ /Sf^ 

can  Legend  (General 
Publishing  Group, 
$45),  put  together 
by  daughter  Nan- 
cy to  celebrate 
Old  Blue  Eyes' 
80th  birthday  this 
month.  It  includes 
all  sorts  of  family 
memorabilia,  from  a  baby  pic- 
ture (the  Chairman  of  the 
Boai"d  entered 
the  world  at 
a  huge  13.5 
pounds)  to  be- 
hind-the-scenes shots  of  Sina- 
tra with  any  number  of  fel- 
low stars.  It's  corny,  but  for 
Sinatra  lovers,  the  book  is  a 
must. 

Another  fine  nostalgia  trip 
is  A  Thousand  Days 
of  Magic:  Dressing 
Jacqueline  Kennedy 
for  the  White  House 
(Rizzoli,  $40).  Written 
by  Oleg  Cassini,  who 
created  the  "Jackie 
look"  with  considerable 
guidance  from  the 
First  Lady,  it's  an  en- 
chanting remembrance 
of  the  verve  of  the 
Camelot  era — and  a 
reminder  of  just  how 


THE  PAINEWEBBER 
ART  COLLECTION 

By  Mon  ixjue  Beuderl 
&  Jennifer  Wells 

A  modern-art  roundup  ranging 
— -     from  Frank 
■  Stella  (below) 
'  to  Kiki  Smith 


sine 


ANI  AMERI  CAN  L  EGEND 


FRANK  SINATRA: 
AN  AMERICAN  LEGEND 


By  Nancy  Sinatra 
Chock-full  of  photos  from 

infancy  on  up,  this  is 
a  must  for  Sinatra  lovers 


far  we  have 
fallen  since,  at  least  stylisti- 
cally. Another  look  at  the  re- 
cent past  is  The  Last  Steam 
Railroad  in  America 
(Abrams,  $49.50).  It  docu- 
ments the  Norfolk  &  West- 
ern Railway  before  it  con- 
verted from  steam  to 
diesel  in  the  1950s.  The 
often  eerily  lit  black- 
and-white  photos  of 
trains  are  wonderful. 

Normally,  an  opus 
about  a  corporate  art 
collection  wouldn't  make 
a  holiday  book  list.  But 
The  PaineWebber  Art  _ 
Collection  (RizzoU,  $75),  ^ 
about  artworks  assem- 
bled under  cfa)  Donald 
B.  Marron,  provides  a 
remarkable  over-view  of 
the  work  of  important 
modern  artists.  Among 
them  are  such  well- 
known  names  as  Willem 
de  Kooning,  Andy 
Warhol,  and  Frank  Stel- 


la, plus  lesser-known  a  g 
who  are  doing  signil 
work,  such  as  Kiki  Smit' 
Francesco  Clemente. 

Another  good  be 
Claude  Monet:  IS^O 
(Thames  &  Hudson,  $50 
catalog  for  The  Art  Insi  j 
of  Chicago's  blockbuste 
hibit.  The  gi'eat  Impres 
ist's  protean  life  story  :  ja 
counted:  He  ate  and  c 
prodigiously,  was  racke 
self-doubt,  and  was  foi 
in  debt.  Seeing  the  pro 
sion  of  his  work  from 
pressionist  landscapes 
seascapes  to  the  final 
stract  water  lily  paint 
done  at  his  estate 
Giverny,  outside  Paris, 
help  make  modern  art 
prehensible  to  those 
don't  get  it. 

More  middlebrow 
kids  will  love  this  on 
The  AH  of  Walt 
Fro7n  Mickey  Mou. 
the    Magic  Kingi 
(Abrams,  $60).  The 
edition  of  this  history 
compendium  of  illustrat  y 
stills,  and  photos  fron 
Disney  realm  came  o 
1973  and  sold  more 
500,000  copies.  This 
sion  is  updated  to  inc 
such  recent  films  as  Tlie 
King  and  Pocahontas. 

In  the  reference  book 
egory,  Chir  Times:  The 
trated  History  of  the 
Century  (Turner  Publisl 
$65)   is   crammed  wit, 
hodgepodge  of  informa 


in 
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me  starts  out  with  an 
)n  Freud  by  the  novel- 
M.  Thomas  and  con- 

with  the  text  of  the 
by  O.J.  Simpson  that 
)ut  the  day  he  took  his 
5  Ford  Bronco  ride.  In 
m  are  a  plethora  of  ex- 

photogi'aphs,  graphics, 
ntriguing  facts.  Bow 
lead  in  shame,  for  in- 
,  if  you  thought  that 
tying  "often  a  brides- 
but  never  a  bride"  is 
jhakespeare:  Indeed,  it 


)ined  for  a  Listeiine  ad. 
'•onicle  of  the  Cinema 
ng  Kindersley,  $59.95) 
leets  the  fascinating-fac- 
3st.  Perhaps  because  it's 
\i  by  a  British  pubhsh- 
has  the  added  virtue  of 
I  an  international  per- 
ve  on  a  subject  that  all 
ften  starts  and  stops 
Hollywood.  The  fonnat 
be  annoying — it's  in 
ological  order,  vrith  en- 
written  newspaper-style 


THE  SMITHSONIAN 

By  James  Conaway 
Art,  documents,  and 
historical  detritus 
crowd  this  treasure 


in  the  present 
tense — but  it  has  in- 
formation on  every- 
thing from  Alice 
Guy  (the  first  woman  film  di- 
rector) to  E.  T.  the  Extra-Ter- 
restrial  to  low-life  cinema 
represented  by  the  Tlie  Texas 
Outinsaw  Massacre. 

Outlanders  are  al- 
ways asking  tough 
(for  me,  at  least) 
questions  about  New 
York  City.  Just  what 
are  the  boundaries  of 

THE  LAST  STEAM 
RAILROAD  IN  AMERICA 


MECHJ 


Photography  by 
0.  Winston  Link 

Handsome  photos  show 
off  the  old  Norfolk  & 
Western  Railway 


Greenwich  Village?  And 
where  exactly  is  Queens?  Tfie 
Encyclopedia  of  New  York 
City  (Yale  University  Press, 
$60)  wrestles  with  those  and 
other  Big  Apple  imponder- 
ables. It's  packed  with  tidbits 
about  eveiything  from  gang- 
ster Lucky  Luciano  to  ticker- 
tape  parades  through  the 
years. 

The  Smithsonian  Institu- 
tion in  Washington  is  the 
repository  of  an  incredible 
amount  of  artwork,  doc- 
uments, and  historical 
detritus.  Founded  with  a 
$500,000  bequest  from 
James  Smithson  in  the 
1830s,  the  illegitimate 
son  of  English  nobles, 
the  Smithsonian  also  has 
a  colorful  history.  The 
Smithsonian:  150  Years 
of  Adventure,  Discovery 
&  Wonder  (Smithsonian 
Books/Alfred  A.  Knopf, 
$60)  lays  all  this  out  in 

CHRONICLE  OF 
THE  CINEMA 

Edited  by  Robyn  Kaniey 
This  offering  covers  all  the 
bases — and  is 
international  in  scope 


lively  text 
packed  with 
photos  and  illustra- 
tions taken  from  its 
collections.  The  mar- 
velous pictures — rang 
ing  fi-om  Igor  Stravinsky  to  a 
wooden  prototyj^e  of  the  Ap- 
ple computer — ai'e  well  worth 
the  price. 

I  loved  Joel  Robuchon: 
Cooking  Through  the  Seasons 
(Rizzoh,  $40).  But  I  learned 
at  a  dinner  I  once  attended 
at  the  Paris  i-estaurant  run 
by  Robuchon,  the  great 
French  chef,  that  French  food 


isn't  for  everyone.  As  the 
only  French  speaker  at  the 
table,  I  had  to  translate  lib- 
erally to  avoid  a  stampede  to 
the  exits  by  my  fellow  Amer- 
icans. The  main  course  was 
pigeon  in  a  sauce  of  its  ovra 
blood,  which  I  rendered  as 
something  like  "poultry  in  a 
special  red  sauce."  That  dish 
isn't  in  Robuchon's  new  book, 
but  many  Americans  may  be 


as  put 
off  by  the  clos- 
es of  artery-clog- 
ging creme  fraiche 
and  butter  in  many  of 
the  recipes.  Still,  the  illus- 
trations and  photos  are  ex- 
traordinarily appetizing — and 
cholesterol-free. 

There  seems  to  be  a 
dearth  of  good  sports  books 
this  season.  One  exception, 
however,  is  Golfwatchin.g:  A 
Viewer's  Guide  to  the  World 
of  Golf  (Abrams/Go//  maga- 
zine, $35).  This  offering 
gives  the  lowdown  on  major 

A  THOUSAND  DAYS 
OF  MAGIC 

By  Oleg  Cassini 
The  creator  of . Jacqueline 
Kennedy's  signature  look 
recreates  Camelot 

coui'ses  worldwide,  for 
both  TV  viewers  and 
the  lucky  few  who  ac- 
tually get  to  play 
them. 

For  architecture 
lovers,  or  anyone  con- 
templating building  a 
ch'eam  house,  American. 
Mastenvorks:  The  Twen- 
tieth Century  House 
(Rizzoli,  $65)  has  multi- 
ple interior  and  exterior  shots 
of  spectaculai"  homes.  Finally, 
for  another  excellent  photo 
book  try  Portraits:  Edward 
Weston  (Aj)ertiu-e,  $40). 

The  beauty  of  coffee-table 
books  is  that  there's  a  good 
one  on  almost  eveiy  subject. 
Plus,  you  won't  have  some- 
body opening  up  your  gift — 
and  wondering  just  what  the 
heck  it  is.      Thane  Peterson 


Personal  Business 


CORPORATE  GIFTS: 
WHAT'S  NAUGHTY  OR  NICE 


'Tis  the  season  for 
desk  sets,  fruit  bas- 
kets, and  logo  caps  to 
pile  up  beneath  the 

artificial  limbs  uf  the  office 
Christmas  tree.  But  the  issue 
of  holiday  gift  giving  among 
business  associates  has  be- 
come as  prickly  as  the  nee- 
dles on  a  plastic  evergreen 
now  that  more  companies 
are  focusing  on  ethics.  "Prac- 
tices of  yesterday  that 
weren't  even  cjues- 
tioned  are  looked  at  ■ 
very  closely  today," 
says  Jacquelyn 
Gates,  vice-presi- 
dent for  ethics  and 
business  conduct  at 
Nynex. 

For  example,  is 
the  annual  smoked 
turkey  from  XYZ 
Corp.  a  token  of 
good  cheer  or  a 
calculated  bribe? 
"Employees  have 
to    ask  them- 
selves whether 
the  gift  will  affect 
their  objectivity," 
says  Gates,  whose  de- 
partment was  estab- 
lished five  years  ago 
after  24  purchasing- 
managers    at  New 
York   Telephone,  a 
Nynex  subsidiary, 
were  fii-ed  or  forced 
to  resign  for  improp- 
erly accepting  money 
and      gifts  from 
suppliers. 

For  reasons  per- 
haps less  compelling 
than  Nynex',  compa- 
nies such  as  Sears 
Roebuck,  Texas  In- 
stinaments,  and  New 
York  Life  Insurance 
have  also  installed 
ethics  watchdogs  who 
spend  the  holiday 
season  reminding  em- 
ployees that,  when  it 
comes  to  gifts,  a  cig- 


ar is  not  always  just  a  cigar. 
Their  admonitions — often  in 
the  form  of  memos  reiterat- 
ing company  policy — typical- 
ly lay  out  acceptable  price 
limits  for  gifts  received  and 
protocol  for  returning  gifts 
that  are  out  of  line.  If  the 
item  is  perishable,  for  in- 
stance, the  company  might 
recommend  donating  it  to  a 
food  pantry.  If  the  giver 
comes  fi'om  a  culture  where 
bestowing  lavish  gifts  is  the 
norm — and  there- 


Guidelines  for 
Office  Giving 


1  55  Rl  KINP<;c,  WFFK 


•  Give  down,  not  up.  An  employer  may  pre- 
sent a  bonus  or  a  trinket  to  an  employee,  but 
it's  a  bad  idea  for  an  employee  to  give  some- 
thmg  to  the  boss.  (It's  seen  as  kissing  up.) 

•  In  general,  don't  give  gifts  costing  more 
than  $25,  which  is  the  maximum  you  can 
deduct  from  taxes  for  business-related  gift 
expenditures. 

•  Try  to  take  the  receiver's  personality  into 
account:  A  $15  box  of  monogrammed  golf 
balls  for  a  client  who  plays  golf  or  a  regional 
food  item  for  someone  who  lives  in  another 
part  of  the  country  would  be  appropriate. 

•  Always  guard  against  even  the  appearance 
of  impropriety.  If  you  receive  an  expensive 
gift  and  don't  feel  comfortable  sending  it 
back,  auction  it  off  and  donate  the  proceeds 
to  a  charity. 

DATA  BUSINESS  WEEK 


fore  might  be  offended  if  you 
send  something  back — an  op- 
tion would  be  to  auction  it 
off  and  give  the  proceeds  to 
charity. 

The  principal  theme  is  al- 
ways to  guard  against  even 
the  appearance  of  impropri- 
ety. "Conflict  of  interest  is  a 
major  category  in  business 
ethics,  and  therefore  certain 
types  of  gifts 
should  be  avoid- 
ed"  by  givers  HHjiiJLlll 
and  receivers  alike,  says 
Michael  Hoffman,  executive 
director  of  the  Center  for 
Business  Ethics  at  Bentley 
College  in  Waltham,  Mass. 

In  general,  gifts  costing 
more  than  $25  (the  limit  the 
giver  can  deduct  from 
income    taxes  for 
business-related 
gift  expenditiu'es) 
are  deemed  ex- 
cessive. Regard- 
less  of  price, 
business  gifts 
delivered  to  an 
employee's  home 
are  widely  seen 
as  unacceptable,  as 
are  presents  to  an 
employee's  family. 

Of  course,  any- 
thing of  a  sexually 
suggestive  nature, 
such  as  lingerie,  is 
taboo,  and  it  is  just 
plain  bad  form  to  send 
gift  to  someone  with 
i  whom  there  has  been 
no  previous  business 
contact.  Explains 
Genae  Fields,  corpo- 
rate image  consultant 
with  Image  One  In- 
ternational in  Hous- 
ton: "A  holiday  gift 
can  say  'thank  you,' 
but  never  'please.' " 

Ethicists  often  cite 
promotional  items 
such  as  caps,  T-shirts, 
pens,  and  calendars 
emblazoned  with  a 
corporate  logo  as  ex- 
emplary gifts  because 
they  have  no  street 
value.  But  Susan 
Bixler,  president  of 
Professional  Image  in 
Atlanta,  who  advises 
companies  on  gift 
giving  and  other  pro- 


tocol issues,  scoffs  at 
veiled  as  gifts:  "People  t 
logo  stuff  in  drawers 
closets.  It's  not  some 
anybody  wants." 

Bixler  says  a  businesij 
is  like  any  other:  It's] 
thought  that  counts.  S' 
recommends  choosing  i 
that  fit  the  receiver's  pe 
ahty  as  well  as  compan 
policy.  For  e| 
pie,  if  a 
LI±JJMM  plays  golf. 


HOLIDAY  GIFTS 


of  $15  monogrammed 
balls  would  do  nicely. 

Food  is  a  satisfactoi-y| 
if  dietary  restrictions  an 
spected:  no  hams  to  veg[ 
ians  or  chocolates  to  di; 
ics.  Bixler  says  it  is 
important  to  sample 
foods  before  deciding  wh 
send  because  "you  want 
pie  to  enjoy  it,  not  keep 
their  pantry  for  decades.' 
gional  comestibles  are  po] 
in  that  they  extend  a  t 
of  home  for  the  holidays. 
Estus,  president  of  Houi 
based  commercial  real  e. 
firm  Shelby/Estus  R< 
Group,  says  he  has  had 
luck  sending  out-of-town 
ness  associates  $12.50  T 
pecan  pies  since  "it's  s( 
thing  they  can't  get  w' 
they  a)'e." 

SECRET  SANTAS.  Within 
office,  the  i-ule  of  thum 
that  giving  "down"  is  g 
but  giving  "up"  is 
Fields  at  Image  One  say 
employer  who  gives  a  b 
or  trinket  to  an  empl(f' 
during  the  holiday  seasc 
interpreted  as  "generc 
whereas  an  employee 
gives  something  to  the 
is  seen  as  "kissing  up." 
deed,  Nynex'  Gates  says 
office  discourages  givin: 
supervisors  because  of 
"appearance  of  an  atte 
to  influence." 

As  a  result,  secret  S 
parties  have  emerged 
way  to  have  an  office  gifl 
change  without  violating  s 
daixls  for  ethics  oi-  good  t 
Staff  members  buy  gen 
less  gifts,  usually  under 
which  are  handed  out 
domly  at  an  aftenioon  ge 
gether.  Punch  and  cookies 
allowed.  Kate  Mm 
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il  warrior  Chris 
I  has  been  on  a 
ion.  The  corpo- 
director  of  rooms 

cago-based  Hyatt  Ho- 
orp.  has  been  shopping 
!  ideal  piece  of  luggage, 
ooking  for  a  carry-on 
i^heels  that 
I  compart- 
to  hang 
ind  costs  between  $200 
250.  "You  can  trash  a 
retty  well  if  you  don't 
t  right  and  don't  have 
>roper  kind  of  bag," 
says. 

EQUIPMENT.  For  trav- 
such  as  Elam — con- 
y  on  the  move  and  un- 
?  to  waste  precious  time 
aggage-claim  carousel— 
ipact,  easy-to-lug  bag 
lolds  everything  is  a  vi- 
ece  of  business  equip- 
,  Yet,  until  recently, 
of  the  rolling  products 
either  too  bulky  to  fit  in 
)verhead  rack  or  too 
jed  to  hold  much  more 
a  shirt  and  a  change  of 
•weai'. 

t  this  holiday  season, 
ge  makers  are  tiying  to 


HOLIDAY  GIFTS 
LUGGAGE 


answer  travelers'  prayers. 
They  have  introduced  wheels 
on  just  about  any  kind  of  cai"- 
ry-on  item  you  can  think  of, 
from  duffels  to  garment  bags. 
Best  of  all,  some  of  the  more 
versatile  products  are  inge- 
niously designed,  with  ex- 
pandable compartments  for 
clothes,  computers,  and  files. 

The  new 


pieces  gener- 
ally have 
sleek,  retractable  handles 
attached  to  narrow 
frames  recessed  into  the 
fabric.  That  way,  they 
avoid  the  bulky  metal 
fi-ames  that  used  to  run 
through  the  middle  of 
many  rolling  suitcases, 
taking  up  precious  space. 
Some  of  the  bags  and 
briefcases,  particularly 
those  equipped  with  com- 
partments for  office  gad- 
gets, have  steep  price 
tags.  Boyt's  Walk-In 
Office,  a  tapered  brief- 
case on  wheels  that  fits 
under  an  airUne  seat  and 
holds  a  laptop  computer, 
portable  printer,  and  cel- 

ROLLABOARD:  Fits 
enough  for  two  flights 


ULTRAVALET:  The  $250  hag 
opens  like  a  book 

hilar  phone,  costs  $495.  For 
that  money,  you  also  get  a 
lifetime  guarantee. 

One  of  the  best  all-in-one 
bags  is  the  BusinessPlus 
Rollaboard  from  Ti'avelpro,  a 
luggage  company  founded  by 
former  airline  pilot  Bob 
Plath.  This  soft-sided  suitcase 
holds  a  laptop,  business  files, 
and  enough  clothes  for  two 
nights,  including  a  suit — and 
the  whole  thing  fits  in  a 
plane's  overhead  compart- 
ment. The.  computer  briefcase 
inside  the  bag  can  be  re- 
moved and  used  separately. 
If  the  $310  price  makes  you 
balk,  Delsey  Luggage  sells  a 
less  expensive  all-in-one  bag. 
Executive  Ti'olley,  for  $180. 

Introducing  gaiTnent  bags 
on  wheels  about  a  year  ago 
was  a  breakthrough,  even 
though  most  are  still  too 
wide  to  be  rolled  through  an 
airplane  aisle  and  must  be 
carried  to  the  seat.  Sam- 
sonite's  new  $250  Ultravalet 
Garment  Bag  on  Wheels 
opens  like  a  book.  The  left 
side  turns  into  a  drawer  and 
the  right  side  becomes  a  clos- 
et, says  Paige  Miller,  direc- 
tor of  Samsonite's  marketing 
services.  For  the  more  price- 
conscious  traveler,  American 


Touinster's  Paradigm  line  has 
a  new  $169  wheeled  gamnent 
bag.  It  features  an  extender 
panel  that  drops  inside  the 
bag  to  hold  longer  clothing 
items,  such  as  ch'esses.  It  also 
has  a  "wet"  pocket  for  toi- 
letries and  four  other  interior 
pockets. 

The  average  wheeled  gar- 
ment bag  weighs  10  lb.  to 
12  lb.  empty,  but  Hartmann 
Luggage  sells  a  4-lb.  model 
that  stores  up  to  four  suits 
or  six  dresses.  Be  prepared 
to  shell  out  $445  to  $595, 
depending  on  the  fabric. 
Delsey's  9-lb.  version  costs 
$260  and  holds  four  nights' 
worth  of  clothes. 
TWO  VERSIONS.  If  you're  in 
the  market  for  a  carry-on 
suitcase.  Lark  Luggage  has 
two  new  wheeled,  soft-sided 
E-Z  Ti'aveler  Pullmans.  One 
bag  is  expandable  to  carry 
up  to  two  suits  and  enough 
clothes  for  thi'ee  days,  and  at 
$300,  is  the  company's  top 
seller  for  business  travelers, 
says  Lark  marketing  admin- 
istrative supervisor  Kathy 
Dallmeyer.  A  nonexpandable 
vei-sion  costs  $250.  At  the  up- 
per end,  Tumi's  $475  soft- 
sided,  wheeled  suitcase  holds 
two  to  three  days'  worth  of 
clothes.  The  bag,  which  fits 
into  an  overhead  bin,  has  a 
compartment  that  holds  one 
suit. 

Backpacks  are  also  big 
sellers  this  year.  Because 
they  evenly  distribute 
the  weight  of  your  load, 
they're  better  for  the 
back  than  heavy  shoul- 
der bags  that  drag  you 
down  on  one  side.  With 
this  in  mind,  Samsonite 
has  introduced  the  busi- 
ness-oriented Re-Packs 
liackpacks  that  are 
roomy  enough  to  hold 
laptops  and  accessories. 
Made  fi'om  recycled  plas- 
tic bottles,  they  cost  $35 
to  $120. 

With  the  variety  of 
luggage  options  available 
this  hoUday  season,  don't 
be  suiprised  to  see  Santa 
climbing  down  the  chim- 
ney with  his  sack  of 
goodies — on  wheels,  of 
course.  Laura  Koss-Feder 
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OR  LONG-TERM  DISABILITY  THAT'S  UNPARALLELR 


In  your  search  for  superior  employee  coverage  and 
breakthrough  cost-contamment  solutiojis,  you'll 
discover  the  road  leads  to  Fortis.  /n  becoming  the 
secoy^d'largest  provider  of  gr-oup  long-term  disability 
msurancc''''' ,  Fortis  Benefits  has  paved  the  way  with 
new  product  designs  that  manage  the  full  disability 
contiymum  aiul  provide  powerfid  incentives  for 
employees  to  return  to  work. 

For  example ,  Fortis  Benefits  pioneered  the  concept 


of  Value  Options.  An  mnovation  in  LTD  coveriit 
Value  Options  can  potentially  cut  employer  costs 
35%  by  desigiiing  specific  limited-duration  covers  n- 
new  disabilities  such  as  chrcmic  fatigue  syndrome 
environmental  allergic  illness. 

And  when  it  comes  to  getting  your  employees  I 
to  work,  Fortis  leads  the  way  with  a  unique  Retur 
Work  Scale  that  statistically  and  scientifically  eval 
new  clamis  and  predicts  rehabilitation  success.  By 


pi 
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*  Emplijvee  Br;rielil  Plan  Review,  A^^ll  1995  based  on  the  number  of  master  contracts  in  lorce 


Long-tetni  ilisabilitv  insurance  contracts  are  issuerJ  anri  ijnderwritti?n  by  Fortis  Benefits  Insurance  Company.  Kansas  Citv.  f^O  and  Woodbury,  fVlN,  and,  in  New  York  State,  First  Fortis  Lite  Insurance  Company  Syracuse,  NY  Other  insurance  contracts  at 
underwritten  by  these  insurance  companies  and  by  Time  Insurance  Company,  Milwaukee,  Wl  Securities  offered  tfirough  Fortis  fnvestors,  Inc ,  St  Paul,  MN  55164, 1-800-800-2638  ©1995  Fortis,  fnc  Fortis'  and  ^lortii '  are  service  marks  of  Fortis  AMEV  and' 


RE'S  ONLY  ONE  PLACE  TO  GO. 


g  claims  quickly,  Fortis  can  direct  rehabilitation 
where  most  appropriate  and  effective.  This 
ry  system,  combined  with  iricentives  like  payment 
ional  and/or  child  care  expenses  arid  vocational 
raining  assistance,  helps  employees  get  back  to 
juickly  as  possible  while  lowering  your  costs, 
in  a  world  of  voice  mail  and  institutionalized 
■sing,  Fortis  Benefits  is  quick,  responsive  and 
i  to  treating  you  like  a  person . 


Part  of  a  worldwide  financial  services  organization 
178  years  oki  and  $125  billion  strong,  Fortis  Benefits  not 
only  believes  in  the  value  of  long-term  rekitionships ,  but 
also  understands  how  they  turn  into  long-term  results.  It's 
this  approach  to  long-term  thinking  that  has  elevated  Fortis 
Benefits  to  its  leadership  position  in  employee  benefits. 

For  long-term  disability  coverage  with  a  difference ,  find 
out  what  Fortis  thinks .  Call  them  at 
www.castleadventure  .com 


h800'3l9'47m< 
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SOLID  ANSWERS  FOR  A  CHANGING  WORLD^ 


WHAT  A  CHARMING  HODGEPODGE 
OF  SERVERS,  PC'S  AND  MAINFRAMES 
YOU'VE  GOT  THERE. 


(MAY  WF  SUGGEST  THE  UNIX  SYSTEM 

THAT'S  BEEN  SHOWN  TO  MANAGE 
MULTIVENDOR  ENVIRONMENTS  BEST/ 


Its  as  it  youVe  inherited  computers  from  at 
least  three  different  dynasties.  Th<'yVe  all  | 
different  sizes,  shapes  and  capacities,  and  j 
sometimes  they  dont  seem  to  like  each 
other  vei'y  mucli.  On  the  other  hand, 
you  really  need  them  to  get  along. 

Which  is  why  the  recent 
Enterprise  Management  Sum- 
mit put  the  RISC  System/60( 
and  other  UNIX  systems 
through  14  grueling  tests 
on  managing  complex 
multivenflor  systems. 

When  the  dust  S( 
tli'd,  oidy  otic  company  was 
aide  to  ontpcrlorm  H  1' 
Grou[M'  liull,  (Jom[)ut<  i 
Associates'  and  Digital. 


And  thai  company  is  IBM. 

Accord ing  to  L) 
Brown,  an  independent 


■  10/94  D  H  Brawn  Report  "UNIX  Matures'  -  IBM  AIX  41  1994  Enterprise  ManagemenI 
Summil  -  IBM  NelView'*  lur  AIX  wtiich  is  a  part  ot  SystemView  IBM,  RISC  'i| 
5yslem/6000,  AIX,  SystemView  and  NetView  are  registered  trademarks  and  Solutions 
tor  a  small  planet  is  a  trademark  ol  International  Business  Machines  Corporation  UNIX 


computer  consuhant,  IBM's  AIX®  is  the  best- 
rated  UNIX  operating  system!  And  when  you 
have  SystemView®  lor  AIX  monitoring 
aiul  managing  complex  networks,  your 
system  can  grow  right  along  with  your 
business  without  increasing  your  staff. 

It  will  also  be  possible  lor  you  to 
keep  track  of  your  network  without 
leaving  your  desk,  because  SystemView 
for  AIX  provides  all  the  systems 
management  functions  under 
one  easy-to-use  interface. 

For  more  information  on 
how  to  turn  a  legacy  of  other 
people's  computers  into  a  very 
big  asset  for  you,  give  us  a 
call  at  I  aoo  IBM-3333, 
ext.  FA  170.  Of  course,  if 
you're  on  the  Net,  you 
can  pay  a  visit  to  our 
home  page  at  http:// 
www.austin.ibm.com 


SolutidiLS  iiir  a  .small  planet  " 


IS  a  registered  trademark  in  ttie  U  S  and  other  countries,  licensed  exclU' 
through  X/Open  Company  Limited  All  other  company  and/or  product 
are  trademarks  or  registered  trademarks  ot  their  respective  companie 
IBM  home  page  can  he  lound  at  http  //www  ibm  com  ©  1995  IBM  Corpci 
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luction  index  increased  during  the  week  ended  Nov.  18.  Before 

on  of  the  four  week  moving  average,  the  index  rose  to  127.2,  up 

from  125,8  in  the  previous  week.  Increases  in  the  seasonally  adjusted 

f  cars,  trucks,  and  electric  power  led  the  advance. 

ling  index  was  virtually  unchanged  in  the  latest  week.  Slower  growth 

■state  loans  and  M2  combined  to  drop  the  unaveraged  index  to  251.5 

3.0. 
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LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHG 

STEEL  (11/25)  thous.  of  net  tons  1,886 

1,877# 

-4.7 

AUTOS  (1 1/25)  units  79,539 

124,051r« 

-0.4 

TRUCKS  (11/25)  units  68,492 

120,172r« 

3.8 

ELECTRIC  POWER  (11/25)  millions  of  kilowatt-hrs.  57,288 

60,532# 

3.3 

CRUDE-OIL  REFINING  (l  1/25)  thous.  of  bbl./day  13,875 

13,721# 

-2.5 

COAL  (11/18)  thous.  of  net  tons  19,450# 

19,609 

-2.6 

PAPERBOARD  (ll/lS)  thous.  of  tons                      819. 5# 

812.6 

-8.0 

PAPER  (11/18)  thous.  of  tons                               796. 0# 

793.0 

-7.5 

LUMBER  (11/18)  millions  of  ft.                             422. 2# 

445.8 

-16.6 

RAIL  FREIGHT  (11/18)  billions  of  ton-miles              25. 2# 

25.2 

0.0 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports,  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  American  Forest  &  Paper 
Association.  WWPA',  SFPA^.  Association  of  American  Railroads 


ING  INDICATORS 


LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHG 

PRICES  (11/24)  S&P  500 

598.86 

594.59 

32.3 

mi  BOND  YIELD.  Aaa  (11/24) 

7.03% 

7.02% 

-18.4 

RIAL  MATERIALS  PRICES  (11/24) 

111.8 

111.9 

NA* 

iSS  FAILURES  (11/17) 

322 

328r 

15.0 

STATE  LOANS  (11/15)  biiiions 

$503.2 

$504.9 

10.7 

SUPPLY,  M2  (11/13)  billions 

$3,717.7  $3,719.8r 

4.2 

.CLAIMS.  UNEMPLOYMENT  (11/11) 

thous.  370 

381r 

13.5 

Center  for  International  Business  Cycle  Research  (CIBCR),  StaniJard  & 
/loody's.  Journal  of  Commerce  (index:  1990=100),  Dun  &  Bradstreet  (failures 
companies).  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data  on 
failures  and  real  estate  loans.  'Historical  data  available  from  CIBCR 


EST  RATES 


l&L  FUNDS  (11/28) 


LATEST  WEEK  YEAR 
WEEK        AGO  AGO 

5.69%       5.73%  5.85% 


ESRCIAL  PAPER  (11/28)  3-month 


5.73 


5.72 


6.05 


■'ICATES  OF  DEPOSIT  ( 1 1/29)  3  month      5  73 


5.73  6.08 


MORTGAGE  (11/24)  30-year 


7.64 


7.66 


9.36 


TABLE  MORTGAGE  (11/24)  one  year 


5.78 


6.36 


(11/29) 


8,75 


8.75 


.50 


Federal  Reserve,  HSH  Associates,  Reuters  Holdings  PLC 


PRICES 


LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHG 

GOLD  (11/29)  $/troy  oz. 

388.500 

386.300 

1.2 

STEEL  SCRAP  (11/28)  #1  heavy,  $/ton 

134.50 

134.50 

-2.9 

COPPER  (11/25)  (Z/lb. 

142.7 

139.7 

3.8 

ALUMINUM  (11/25)  (z/ib 

77.5 

77.0 

-19.3 

COTTON  (U/25)  strict  low  middling  1-1/16  in. 

e/lb.  85.18 

84.50 

16.9 

OIL  (11/28)  $/bbl. 

18.28 

18.09 

1.7 

Sources:  London  Wednesday  final  setting,  Chicago 

market,  Metals 

Week,  Memphis 

market.  NYMEX 

FOREIGN  EXCHANGE 

LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

JAPANESE  YEN  (11/29) 

101.60 

101.60 

99.78 

GERMAN  MARK  (11/29) 

1.44 

1.41 

1.55 

BRITISH  POUND  (11/29) 

1.53 

1.56 

1.56 

FRENCH  FRANC  (11/29) 

4.93 

4.86 

5.40 

ITALIAN  LIRA  (11/29) 

1595.7 

1592.5 

1618.0 

CANADIAN  DOLLAR  (11/29) 

1.36 

1.35 

1,38 

MEXICAN  PESO  (11/29) 

7.465 

7.705 

3.440 

Sources:  Major  New  York  banks  Currencies  expressed  in  units  per  US  dollar, 
except  for   British   pound   in  dollars 


ata  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  {estimated  and  not  listed)  include  machinery  and  defense 
nt.   1  ^Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r^revised       NM^Not  meaningful 


HE  WEEK  AHEAD 


IG  INDICATORS 

iday,  Dec.  6,  8:30  a.m.  ►  The  index 
ing  indicators  probably  fell  0.2%  in 
r  after  slipping  0.1%  in  September, 
e  median  forecast  of  economists  sur- 
)y  iviMS  International,  one  of  The 
v-Hill  Companies. 

RUCTION  SPENDING 

sday,  Dec.  6,  10  a.m.  ►  Construc- 
ending  likely  rose  0.5%  in  October, 
t  would  be  the  fifth  straight  increase, 
ng  a  1.2%  jump  in  September. 

RY  INVENTORIES 

'ay,  Dec.  7,  10  a.m.  ►  Manufacturing 
)ries  probably  rose  0.5%  in  October, 


says  the  mms  report.  Stock  levels  rose  0.6% 
in  September. 

CONSUMER  CREDIT 

Thursday,  Dec.  7,  3  p.m.  ►  Consumers 
probably  added  $7.5  billion  in  new  debt  in 
October  after  an  increase  of  $5.4  billion  in 
September.  Both  gams  are  slower  than  the 
monthly  additions  in  the  first  half  of  1995, 
but  that  borrowing  surge  has  caused  con- 
sumers to  cut  back  on  spending  now. 

EMPLOYMENT 

Friday,  Dec.  8,  8:30  a.m.  ►  The  Mtvis  fore- 
cast calls  for  a  gam  of  153,000  nonfarm 
jobs  in  November  after  a  116,000  rise  in 
October.  The  October  increase  was  held 


down  by  a  strike  in  the  aircraft  industry. 
The  unemployment  rate  probably  held  at 
the  October  level  of  5.5%. 

NEW  HOME  SALES 

Friday,  Dec.  8,  10  a.m.  ►New  single-family 
homes  likely  fell  back  to  an  annual  rate  of 
720,000  in  October  after  rising  3.3%,  to  a 
727,000  pace,  in  September. 

GDP  REVISIONS 

Friday,  Dec.  8^  The  Commerce  Dept.  will 
release  the  historical  data  for  its  new 
chain-weighted  gross  domestic  product.  The 
data,  originally  scheduled  for  Nov.  21  but 
delayed  by  the  government  shutdown,  will 
cover  the  period  of  1959  through  1992. 


This 

Week, 

Online 

Business  Week  presents 
frequent  live  conferences 
on  America  Online. 
It's  your  opportunity  to  ask 
questions  about  features 
from  the  magazine. 


Sunday  < 

How  do  you  pick  an 
investment  adviser  to  help 
with  your  finances? 
Carefully — and  more  and 
more  people  need  advice  on 
40l(k)  plans,  saving  for  the 
kids'  education  or  for 
retirement,  rolling  over 
pension  payouts,  or  whatever. 
Talk  with  BW  Senior  Writer 
Jeffrey  M.  Laderman  on 
finding  your  way  through  a 
crowded  field.  Dec.  3 

9  p.m.  EST  in  the  Globe 

Tuesday 

Interview  with  the  Author: 
Rosabeth  Moss  Kanter, 
Harvard  B-school  professor 
and  authority  on  how  to 
manage  change,  talks  with 
BW's  Bruce  Nussbaum  about 
her  latest  book.  World  Class: 
Thriving  Locally  in  the  Global 
Economy.  Dec.  5 

10  p.m.  EST  in  Main  Stage 

Transcripts  of  all  conferences 
are  available  for  downloading 
from  the  BW  Online  area  on  AOL 
soon  after  each  event. 

A 

A  M  E  Ryl^C  A 


5 


For  a  free  trial  diskette 
including  10  free  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Con[ipanies  listed  qnlv  in  tables  are  not  included. 


Abrams  120 
ACC  111 

Advo  Systems  (AD)  105 
Aetna  (AET)  46 
Albemarle  (ALB)  40 
AllredSignal  (ALD)  54 
American  Airlines  (AMR)  106 
American  E);press  (AXP)  81 
American  Tourister  123 
Aperture  120 
Apple  Computer  (AAPL)  6 
ASARCO(AR)  105 
AT&T(D  44,109 
Atlanta  Braves  86 
Atlantic  Richtield  (ARC)  36 
Atlantic  Southeast  (ASAI)  106 
Austrian  Airlines  106 

B 


BalKBLL)  111 
Banamex  62 
Banca  Confia  62 
Banco  Mexicano  62 
Bancomer  62 
Bankers  Trust  (BD  46 
Bank  of  America  (BAC)  46 
Baxter  Internatonal  (BAX)  42 
Bell  Atlantic  (BEL)  96 
BellSouth  (BLS)  109 
Blockbuster  Entertainment  86 
Bloomberg  Financial  40 
Boeing  (BA)  112 
Boyt  123 

British  Petroleum  (BP)  36 
British  Telecommunications 
(BTY)  6 


Callaway  8 
Canon  USA  98 
Capital  Group  86 
Cascade  Communications 
(CSCC)  105 
Caterpillar  (CAT)  98 
Charles  a  W  )  100 
Chevron  (CHV)  36 
Chiba  Lotte  Marines  8 
Chicago  Cubs  18 
Chrysler  (C)  42 
Circus  Circus  (CIR)  100 
Cisco  Systems  (CSCO)  105 
Cisneros  Group  61 
Cleveland  Browns  49 
Cleveland  Indians  86 
Comcast  (CMCSA)  96, 109 
Conference  Board  31 
Connectix  22 

Conbnental  Cablevision  96,109 
Coopers  &  Lybrand  1 06 
Corning (GLW)  111 
Corporate  Securities  100 
Cox  Communications  (COX)  1 09 
Crawford  Capital 
Management  103 
CS  First  Boston  100 


Daewoo  52 

Dean  Witter  (DWD)  30 

Deere  (DE)  112 

Dell  Computer  (DELL)  44 


Delsey  Luggage  123 

Delta  Air  Lines  (DAL)  46,106' 

Deutsche  Telekom  6 

Digital  Equipment  (DEC)  44, 81 

Dorling  Kindersley  120 


EarthWatch  111 
Eastman  Kodak  (EK)  111 
Education  Alternatives  (EAIN)  46 
Electronic  Data  Systems  44 
Emerson  Electric  (EMR)  42 
Enron  (ENE)  39 
Estee  Lauder  (EL)  44 
Ethyl  (FY)  40 


Federal  Express  (FDX)  46, 98 

Fidelity  Investments  42 

First  Albany  100 

First  Colony  (FCL)  40 

First  Interstate  (I)  46 

Fisher  Scientific  (FSH)  54 

Flonda  East  Coast  Industries  100 

Ford(n  54,116 

Fox  Broadcasting  (NWS)  38 

France  Telecom  6 

Freeport  McMoRan  (FTX)  105 


GDE Systems  111 
General  Electric  (GE)  81 
General  Motors  (GM)  103,116 
General  Publishing  Group  120 
Giant  Food  (GRSA)  46 
Gilman  Paper  100 
Croupe  Bull  44 
Grupo  Televisa  61, 100 
GTE (GTE)  109 
Gunther  International  100 

H 


Hanbo  Steel  &  General 

Construction  52 
Hartmann  Luggage  123 
Harvard  Capital  &  Consulting  54 
Hewlett  Packard  (HWP)  44 
Hitachi  111 
Home  Box  Office  86 
Home  Shopping  Network 

(HSN)  38 

Hughes  Communications  61 
Hyatt  Hotels  123 
Hyundai  52 

I 


IBM  (IBM)  22, 44, 46 
ICN  Pharmaceuticals  (ICN)  60 
IDC/Link  Resources  44 
Image  One  International  122 
Intel  (INTO  22, 46 
IntelCom  (ITR)  109 
Intermedia  Communications  109 
International  Gaming  Technology 
(IGTl  105 
Intuit  (INTU)  105 
IPSCO  Steel  34 


John  R,  Simplot  Trust  105 
Johnson  &  Johnson  (JNJ)  81 


Kentucky  Fned  Chicken  (PEP)  60 
Kintetsu  Buffalos  8 
KLM  106 
Kmart  (KM)  42 
Knopf  (Alfred  A.)  120 
Konica  8 


Lari< Luggage  123 
Lawrence  (C  J)  109 
Lehman  Brothers  (LEH)  116 
LG  Group  52 
Liberty  Media  96 
Elder  Taxi  Aereo  39 
Litton  Industries  (LIT)  111 
Lockheed Martm (ML)  111 
Loewenstein  Furniture  100 
Loom  IS  Sayles  42 
Los  Angeles  Dodgers  8 

M 


MacAndrews  &  Forbes  44 
Magma  Copper  (MCU)  105 
Matthews  International 

Capital  52 
McDonald's  (MCD)  60 
McGraw-Hill  (MHP)  127 
MCKMCIC)  6.105,109 
Media  Group  Research  38 
Men-Ill  Lynch  (MER)  30, 46 
MFS  Communications 

(MFST)  109 
Micrografx  22 
Microsoft  (MSFT)  22 
Minerals  &  Resources  105 
MMS  Intemational  (MHP)  127 
Morgan  (J,P)  UPM)  105 
Morgan  Guaranty  Trust  UPM)  30 
Morgan  Stanley  (MS)  109 
Multivision  61 

N 


NationsBank  (NB)  44 
NEC  46 

News  Corp.  (NWS)  61,86 
New  York  Life  Insurance  122 
Nomura  Securities  6, 61 
Nordstrom  (NOBE)  31 
Northwest  Airlines  (NWAC)  106 
Novell  (NOVL)  22 
Nynex(NYN)  122 

O 


Orbital  Imaging  111 
Orbital  Sciences  (ORBI)  111 
Organiza^cjes  Globo  61 
Oryx  Technology  100 
Owens-lllinois  (01)  42 


Packard  Bell  Electronics  46 
PanAmSat  61 

Paramount  Communications  86 
Perkins  Partners  100 
Peter  Kiewit  Sons  109 
Pioneer  Hi-Bred  (PHYB)  112 
Pixar  Animation  (PIXR)  6 
Professional  Image  122 
Prudential  Insurance  46 


Quaker  Oats  (OAT)  100 
Quaternion  Group  30 

R 


RailAmerica  (RAIL)  100 
Rand  98 

Raytheon  (RTN)  34,39 
Resource  21, 112 
Revlon  44 


Rizzoli  120 
Robertson  (H.H) 

S 


100 


:in' 


Sabena  106 
Salomon  Brothers  (SB)  4 
Samsonite  123 
Samsung  52 
Sanford  C.  Bernstein  42 
Savoy  Pictures  Entertainm 
Seagram  (VO)  86 
Sears  (S)  31,98,122 
Securities  Data  100 
Sepap  54 

Shaw's  Supermarkets  46 
Shelby/Estus  Realty  122 
SHLSystemhouse(SHKIR 
SigmaTron  International  1 
Silver  King  Communicatioi 
Snapple  Beverages  100 
Sony(SNE)  8,81 
Southwest  Airiines(LUV)  ^■ 
Space  Imaging  111 
SPOT  Image  111 
Sprint  (FON)  6,109 
Stratton  Group  54 
Swissair  106 


KlHi 


Tactical  Retail  Solutions  3 
Tele-Communications  (TCI 
61,86,  96.109 
Telefonos  de  Mexico  61 
Teleport  Communications 
Televisao  Abnl  61 
Television  Azteca  61 
Texas  Instruments  fTXN)  1 
Texas  Rangers  8 
Thames  &  Hudson  120 
Thompson  (J  Walter)  116 
Thomson-CSF  39 
Time  Warner  OWX)  86,96 
Tommy  Armour  Golf  8 
Top-Flite  8 
Toshiba  8 
Toyota  (TOYOY)  8,46,116 
Tracer  111 

Travelers  (TRV)  46, 86 
Travelpro  123 
Tredegar  aC)  40 
TRIFID  112 
Tumi  123 

Turner  Broadcasting  (TBS) 
96 

Tumer  Publishing  (TBS)  l^Wil 
TWA  (TWA)  46 

U 


Univision  Holdings  61 
UPS  98 
USAir(U)  106 
USWest(USW)  86 

V 


IK 


KTH 


1 


ValuJet  Airlines  (VJFF)  46, 
Vengold  100 
Viacom  (VIA)  86,105 
Vigoro(VGR)  60 
Virgin  Atlantic  106 

W 


Walt  Disney  (DIS)  6 
Warburg  Pincus  105 
Warnaco  Group  (WAC)  81 
Warner  Bros.  (TWX)  86 
Wells  Fargo  (WFC)  46 
White  &  Case  54 
WMS  Industries  (WMS)  101 

Z 


Zenith  Data  Systems  44 
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estment  Figures  of  the  Week 


i  FARY 

r   the  adage  that  markets 
n    111  a  straight  line?  Well, 
at  least  when  It  comes 
5  stock  market.  There's 
:  pping  the  feeding  trenzy. 
surge  in  such  high-tech 
Netscape  and  Sun  Mi- 
I  ;  and  the  rousing  recep- 
initial  public  offering  of 
:  jv.  29,  the  Dow  industri- 
:  hrough  5100,  posting  its 
;  scutive  new  high.  Of 
illy  in  bonds  helped  a 
larket  is  under  a  full 
,  toiii  and  could  continue 
ore  it  slows. 


Nov.    Nov.  22-29 


BONDS 

Nov.       May      Nov.    Nov.  22-29 


THE  DOLLAR 

Nov.      May      Nov.    Nov.  21-29 


t  607.64 

605  1525 


1  -week  change 
+  1.2% 


590  1225 


J  'i 

Treasury  Index 

1588.52 


1565  90 


J.P.  Morgan 
Index 


52-week  change 
■i-19.4% 


  1515        70  ! 

1 -week  change  52-week  change 

+  1.0%  -2.7% 


1-week  change 

+0.7% 


Ti 


T  ANALYSIS 


CKS 

Latest 

%  change 
Week  52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

'  S  INDUSTRIALS 

5105.6 

1.6 

36.5 

90-DAY  TREASURY  BILL  YIELD 

5.48% 

5.51  % 

5.71% 

OMPANIES  (S&P  MidCap  Index) 

217.3 

2.2 

29.2 

30-YEAR  TREASURY  BOND  YIELD 

6.20% 

6.27% 

7.99% 

MPANIES  (Russell  2000) 

306.7 

1.9 

25.6 

ooir  JUU  UlVIUCnU  lILLU 

2.46% 

2.48% 

2.83% 

ANIES  (Russell  3000) 

347.0 

1.5 

33.4 

S&P  500  PRICE/EARNINGS  RATIO 

17.2 

17.0 

16.6 

1  STOCKS 

Latest 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  200-day  moving  average 
Stocks  above  200-day  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  VicKers  sell/buy  ratio 

545.3 
64.0% 
0.60 
1.64 

542.2 
63.0  %r 
0.64  r 
1.88 

Positive 
Neutral 
Neutral 
Positive 

''INANCIAL  TIMES  100) 
KKEI  INDEX) 
(TSE  COMPOSITE) 

3655.5 
18,534.0 
4670.8 

1.4 
0.8 
1.0 

18.6 

-2.8 
14.1 

ISTRY  GROUPS  .:/- 

BLOOMBERG  FINANCIAL  MARKETS 

NTH  LEADERS 

%  change 
1-month  12-month 

Strongest  stock  in  group 

%  change 
1-month  12-month 

Price 

AND  GLASS  CONTAINERS 

25.7 

14.8 

CROWN  CORK  &  SEAL 

29.5 

16.8 

43^4 

lES 

17.3 

44.4 

SOUTHWEST  AIRLINES 

24.8 

18.2 

2  5 '4 

NUM 

15.0 

37.3 

ALCOA 

16.8 

41.5 

57 '/2 

ID  GAS  DRILLING 

14.4 

3.2 

ROWAN 

19.6 

13.0 

7% 

:iNG 

14.2 

3.8 

CONSOLIDATED  FREIGHTWAYS 

18.6 

35.6 

27% 

NTH  LAGGARDS 

%  change 
l-month  12-month 

Weakest  stock  in  group 

%  change 
1-month  12-month 

Price 

:ONDUCTORS 

-7.6 

56.0 

MICRON  TECHNOLOGY 

-21.9 

166.1 

54% 

CHAINS 

-3.0 

17.1 

AMERICAN  STORES 

-10.8 

3.4 

26% 

UMENTATION 

-3.0 

58.6 

TEKTRONIX 

-6.8 

52.1 

543/4 

> 

-2.9 

27.8 

STRIDE  RITE 

-17.8 

-28.2 

91/4 

>PORTATION  SERVICES 

-2.9 

26.3 

FEDERAL  EXPRESS 

-6.0 

35.2 

76^/8 

AL  FUNDS 


MORNINGSTAR  INC 


ts 


LAGGARDS 


I  S&P  500 


ek  total  return 

% 

Four-week  total  return 

% 

ITY  SELECT  INDUSTRIAL  MATERIALS 
ITY  SELECT  AIR  TRANSPORTATION 
ANADA  A 

11.8 
11.0 
9.8 

STEADMAN  OCEANOGRAPHIC  TECHNOLOGY 

EV  MARATHON  GREATER  INDIA 

RESERVE  INFORMED  INVESTORS  GROWTH 

-11,9 
-11.1 
-9.2 

i  total  return 

% 

52-week  total  return 

% 

R  CAPITAL  APPRECIATION 
.ITY  SELECT  ELECTRONICS 
TT  SMALLER  COMPANIES  A 

75.5 
74.6 
70.1 

WRIGHT  EQUIFUND-MEXICO 

EV  MARATHON  GREATER  INDIA 

BT  INVESTMENT  LATIN  AMERICAN  EQUITY 

-58.4 
-39.5 
-39.0 

4-week  total  return 


B8R  Average  fund 
52-week  total  return 


TIVE  PORTFOLIOS 


mounts  represent  the 
value  of  $10,000 
i  one  year  ago 
portfolio 

tages  indicate 
/  total  returns 


U.S.  stocks 

$13,717 

+  1.61% 


Treasury  bonds 
$13,224 

+0.73% 


Foreign  stocks 

$11,810 

+0.69% 


III! 


Money  market  fund 

$10,560 

+0.12% 


ORI/McGRAW-HILL 


Gold 

$10,069 

+0.67% 


on  this  page  are  as  of  market  close  Wednesday,  Nov.  29,  1995,  unless  otherwise  in-  as  of  market  close  Nov.  28,  t\/lutual  fund  returns  are  as  of  Nov.  24,  Relative  portfolios  are  val- 
Industry  groups  include  S&P  500  companies  only;  performance  and  share  prices  are      ued  as  of  Nov,  28,  A  more  detailed  explanation  of  this  page  is  available  on  request,  r=revised 


Editorials; 


THE  U.S.  AND  EUROPE:  A  NEW  REALITY 


For  the  third  time  this  century,  U.  S.  troops  are  going  to 
Europe  in  the  face  of  war  on  the  Continent.  Four  years 
after  the  assembled  European  nations  declared  they  were  ca- 
pable of  handhng  the  breakup  of  the  former  Yugoslavia  on 
their  own,  it  is  still  the  might  of  the  U.  S.  armed  forces  that 
underpins  the  Bosnian  peace  plan. 

For  the  U.  S.,  the  temptation  now  is  to  dismiss  its  old 
European  allies  as  ineffectual  and  h-relevant,  but  that  would 
be  wrong.  The  challenge,  instead,  is  to  redefine  Washing- 
ton's economic  and  military  expectations  for  a  Europe  that 
may  never  be  able  to  function  as  a  single  entity. 

One  critical  issue  is  the  nature  of  America's  economic  re- 
lationship with  Europe.  There's  Uttle  doubt  that  Europe  is 
struggHng  economically.  Over  the  past  five  years — a  period 
that  includes  a  global  recession — European  economies  have 
grown  at  only  a  1.5%  annual  rate,  compared  with  2.4%  for  the 
U.  S.  In  1985,  Europe's  economic  output  was  roughly  equal  to 
Asia's.  Now,  Europe's  economy  is  only  two-thirds  that  of 
Asia — and  rapidly  losing  gi'ound.  High  wages  and  the  strong 
mark  have  left  German  manufacturers  hard-pressed  to  com- 
pete on  world  markets,  while  the  1999  target  for  European 
monetary  union  seems  unlikely  to  be  met. 

But  despite  these  problems,  Washington  should  recognize 
that  there  could  be  a  big  potential  payoff  from  closer  economic 
partnership  with  the  Europeans.  As  visions  of  a  united  Con- 
tinent have  waned,  Europeans  have  been  talking  up  some  sort 
of  transatlantic  economic  partnership  to  strengthen  ties  that 
have  been  fraying  ever  since  the  common  enemy — the  Soviet 
empire — collapsed.  A  tafta,  or  transatlantic  free-trade  agree- 
ment, is  unlikely  to  find  strong  support  on  either  side  of  the 
ocean.  But  harmonization  of  investment  and  trade  rules,  for 


example,  would  help  U.  S.  companies  do  even  more  busi 
in  a  region  that  is  open  to  foreign  products  and  capital 
deed,  about  half  of  U.  S.  foreign  direct  investments  in  the 
half  of  1995  went  to  European  countries. 

Closer  coordination  of  trade  strategies  also  could  ma 
easier  for  the  West  to  get  such  trade  behemoths  as  C 
Japan,  and  Korea  to  play  more  by  accepted  internat 
rules.  In  a  tripolai"  global  economy,  the  U.  S.  will  need  E 
to  help  force  booming  Asian  economies  to  embrace  free 
kets  and  capitaUsm. 

Pohtically,  Washington  must  work  toward  a  new  pa 
ship  with  Europe  to  avoid  repeats  of  the  Bosnia  fiasco 
failing  to  lead  on  Bosnia  early  on,  Chnton  Administr 
officials  ultimately  threw  out  the  diplomatic  niceties  and 
laterally  imposed  a  solution  on  the  warring  factions.  Euro 
money  will  help  rebuild  Bosnia,  and  the  formal  signing 
peace  accord  will  be  held  in  Paris — but  the  impetus  all 
from  the  U.  S. 

Unless  a  new  framework  can  be  found  for  consiste 
operation,  Europeans  are  unlikely  to  follow  wilhngly  on 
matters  in  the  future.  To  rebound  from  their  humilia 
European  governments,  led  by  France,  may  try  to  be 
the  Western  European  Union,  the  European  security  arm 
Finance  sees  as  a  potential  successor  to  nato.  To  head  off 
a  move,  Washington  might  consider  moving  nato  headq 
ters  back  to  Paris  and  working  to  find  a  more  active  rok 
France  in  its  command  structure.  Now  that  the  U.  S. 
proved  wilHng  to  put  20,000  troops  on  the  ground  in  Bo; 
such  bold  steps  might  be  enough  to  begin  rebuildir 
transatlantic  commitment  that  seems  to  be  unravelling  < 
as  peace  again  comes  to  Europe. 


ADVICE  ON  INVESTMENT  ADVISERS 


Sometimes  there's  an  opportunity  to  stop  a  scandal  be- 
fore it  hits.  More  Americans  are  depending  on  invest- 
ment advisers  to  help  them  airange  theii"  financial  future.  But 
these  advisers,  who  may  have  little  training,  fall  into  a  reg- 
ulatory no-man's-land  between  the  federal  government  and 
state  agencies.  That's  why  Congress  should  put  a  high  prior- 
ity on  clarifying  the  situation:  State  governments  should  be 
given  the  explicit  primary  responsibility  for  regulating  and  li- 
censing the  smaller  investment  advisers,  which  would  allow 
the  Secui-ities  &  Exchange  Commission  to  devote  its  limited 
resources  to  monitoring  the  larger  advisers. 

Right  now,  the  division  of  responsibilities  is  muddled,  to  say 
the  least.  The  sec  registers  aU  advisers  for  a  nominal  fee  but 
does  not  have  the  funds  to  follow  up  most  complaints  or  al- 
legations of  misbehavior,  especially  those  involving  relatively 
small  amounts  of  money.  In  the  absence  of  an  active  federal 
role,  virtually  every  state  has  stepped  up  oversight  of  in- 


vestment advisers — but  as  long  as  the  sec  actually  han 
the  registration,  the  states  are  limited  in  what  requirem 
and  sanctions  they  can  impose  on  wayward  advisers. 

This  issue  is  becoming  especially  important  now  as 
baby-boom  generation  looks  for  help  managing  its  fast 
proaching  retirement.  The  number  of  registered  investn 
advisers  has  exploded  in  recent  years,  now  exceeding  21 
and  rising  fast.  As  in  any  such  fast-growing  field,  the  po 
tial  for  fraud  and  abuse  is  enomious  (page  103). 

The  large  investment  advisers — those  managing  $5 
Hon  or  more — should  be  more  closely  regulated  by  the 
But  most  are  relatively  small  and  operate  only  in  a  hm 
area,  making  state  regulation  more  appropriate  than  fed 
control.  In  an  era  when  the  Republican  Congress  is  willin 
push  welfare,  food  stamps,  and  all  sorts  of  other  progr 
down  to  the  state  level,  it  should  not  balk  at  giving  state 
ernment  regulatory  power  as  well. 
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WHO'S  LANDED  400,000  ACCOUNTS  WITH  ON-TIME  PERFORMANCE? 


We're  not  an  airline,  although  major  airlines  are  some  of  our  biggest  customers. 

We're  a  managed  services  company  called  ARAMARK. 
(You  may  have  known  us  when  we  were  called  ARATEX), 

Among  our  many  services,  we  provide  uniforms  for  all  kinds  of  businesses,  all  over  America. 

We  like  to  think  a  company's  image  begins  with  the  uniforms  its  employees  wear. 
And  at  ARAMARK,  our  own  image  is  surely  reflected  in  the  service  we  provide. 

So  we  have  to  be  accurate,  on-time  and  accountable. 

We  address  concerns  personally  -  within  24  hours. 

We  customize  solutions  -  whether  it  means  designing  sterile  uniforms  for  a  pharmaceutical  firm 
or  flame  retardant  uniforms  for  an  aluminum  recycling  mill. 

In  our  business,  we  devote  ourselves  to  every  detail,  right  down  to 
the  name  stitched  over  the  pocket. 

We  couldn't  have  become  America's  largest  uniform  company  any  other  way. 

We'd  like  to  dress  your  business  for  success. 

Call  1-800-ARAMARK. 


ARAMARK 


Matiagcd  Services,  Managed  Belter. 


'Always  wear  your  safety  belt.  "Under  normal  driving  conditions  with  routine  fluid/filter  changes. 


It's  The  Kind  Of  Place  That  Makes  You  Want  i 
To  Curl  Up  With  A  Good  Road  Map. 


THE  WORLD'S  JUST  TOO  BIG  TO  BE  LEFT  UNEXPLORED. 


INVESTIGATIONS 


QUESTIONS  AT 
PAINE  WEBBER 


STRATEGIES : 


APPLE  ►TOYOTA 
CADILLAC 


usmessWeek 


BER  18,  1995 


A  PUBLICATION  OF  THE  McGRAW-HILL  COMPANIES 


$2.95 


BURUNGAM^ 

DEC  ft-  1995 

MBRARr 
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[lie  boom  in  initial  public  offerings  is  more  than  a  Wall 
treet  wonder.  It  is  financing  an  explosion  in  innovation 
id  growth  that  will  propel  America  into  the  next  century. 


APITALISM 


JIM  CLARK 

ThefouTider  of 
Netscape  has 
become  a 
billionaire 
since  August 
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STRATEGIES 
TO  KEEP  YOU 
A  MOVE  AHEAD 
IN  MULTIMEDIA 
COMPUTING. 


To  make  the  most 
of  multimedia  opportunities,  you 
need  a  game  plan  that  lets  you  keep  all  your 
pieces  in  play  Fujitsu  can  help  Ever  since  we 

introduced  the  world's  first  personal  computer  with  a  built-in 
CD-ROM  in  1989,  we've  been  a  move  ahead.  We're  bringing 
the  vitality  of  virtual  reality  to  on-line  communications  with 
our  new  animated  chat  program,  WorldsAway™  recently 
launched  on  CompuServe?  qD  Our  groupware  programs  knit 
co-workers  into  more  efficient  and  productive  teams,  and  our 
mobile  computing  systems  are  putting  multimedia  on  the  road. 
qD  We're  bringing  flicker-free,  flutter-free  video  and  sound 
performance  to  computers  everywhere  with  our  audio-visually 
optimized  data  storage  devices,  and  our  Synchronous 
DRAMs  meet  the  memory  requirements  of  today's 
multimedia  applications.   cP    As  a  $36  billion 
company  with  a  worldwide  multimedia 
investment,  it  makes  sense  to  check 
us  out.   Before  you  make 
your  next  move. 


FUI ITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 
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)  Powered  Lincoln  Continental 
th  Road-Calibrated  Suspension 

w  a  twisty  mountain  road  or  a  teeth-rattling 
:h  of  potholes  at  a  lot  of  luxury  sedans  and  they 
passively  accept  the  situation.  Present  the  same 
Lincoln  Continental,  however,  and  it  rolls  up  its 
es  and  goes  to  work. 

Sensors  in  Continental's  exclusive  Road-Calibrated 
ension  "read"  the  driving  conditions,  then  relay 


complement  to  Continental's 
InTech  '  System,  a  technological 
showcase  that  includes  a 
responsive  32-valve,  260-horse- 
power  V-8  engine. 

But  even  though 
Continental  exhibits  an  almost 
sports-car-like  approach  to 
the  road,  it  is  still  first  and 
foremost  a  luxury  car.  Its 
spacious  cabin  is  trimmed  in 
hand-finished  walnut.  The  supple  leather  of  its  seats 
was  selected  not  just  for  its  look  and  feel  but  also  for 
its  scent.  And  at  every  corner  there  are  impressive 
features  like  dramatic  virtual  image  instrumentation 
and  a  12-function  Memory  Profile  System. 

So  instead  of  just  negotiating  the  road,  why 
not  take  control  of  it?  In  a  Lincoln  Continental.  To 
learn  more,  call  i  800  446-8888  or,  for  information  via 
the  Internet, enter  http://www.Lincolnvehicles.com. 


LINCOLN 

W  hat    A    Luxury    Car    Should  Be 
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FUNNY  BUSINESS 


BAUSCH  &LOMB  ZOOMS  IN  ON  ITSELF 


TALK  SHOW  awe  are  beginning  to  allow  for  the  possib|t)| 

that  the  valuation  clocks  we  have  been  using  are  broken 

— Longtime  bear  David  Shulman,  chief  equity  strategist forS 
omon  Brothers,  adopting  a  bullish  stance 


BAUSCH        LOMB  S  OUTSIUK 

directors  have  hired  former 
Securities  &  Exchange  Com- 
mission enforcement  chief 
Gary  Lynch  to  probe  ac- 
counting shenanigans  at  the 
optical  giant,  business  week 
has  learned.  Lynch,  45, 
gained  renown  for  his  sleuth 
work  in  many  Wall  Street 
scandals  of  the  1980s,  includ- 
ing the  Michael  Milken  affair. 

Now  a  private  attorney 
specializing  in  internal  in- 
quiries. Lynch  drew  flak  last 
year  by  conducting  a  probe 
of  the  Ividder  Peabody  bond- 
trading  scandal  while  also  de- 
fending Kidder  in  a  claim  re- 


lated to  the  case.  Still 
widely  respected,  Lynch 
and  two  associates  have 
already  started  looking 
into  charges  raised  by  BW 
that  top  B&L  man 
agers  inflated  sales 
by  faking  invoices 
and  telling  dis- 
tributors they 
didn't  have  to 
pay  for  goods. 
His  main  task: 
to  deteiTnine  the 
culpability,  if  any, 
of  B&L  CEO  Daniel 

GARY  LYNCH: 

E.v-Wall  Street  cop 


Gill,  who  blames  the  problem 
on  overzealous  execs  who 
have  since  left. 

Meanwhile,  Gill  is  getting 
knocked  for  ongoing  profit 
woes.   B&L  announced 
Dec.  5  that  fouith-quar- 
ter  earnings  of  40(2  to 
50(2  per  share  would  fall 
at  least  35%  below  al- 
ready reduced  ex- 
pectations. Next 
day.  Gill  fielded 
hostile  ques- 
tions from  an 
overflow  crowd 
'il'  analysts  and 
investors  in 
New  York. 
Gill's  offer  to  cut 
his  1995  pay  by 
10%    did  "  not 
seem  to  assuage 
many.  Mark 
Maremont 


POWER  COUPLES 

REVENGE  OF  THE 
JUSTICE'S  WIFE? 

LS  IT  SWEET 
revenge  for 
Vu'ginia  Thom- 
as, wife  of  Su- 
preme Court 
Justice  Clar- 
ence Thomas? 
Four  years 
ago,  liberal 
n  0  n  p  r  o  f  i  t 
gToups  savaged 
her  husband's 
court  nomi- 
nation. Now, 
she's  a  top  aide 
to  House  Ma- 
jority Leader  Richard  Aimey 
(R-Tex.).  One  of  her  jobs: 
helping  vrin  passage  of  a  bill 
by  Representative  Ernest  Is- 
took  (R-Okla.)  to  restrict  lob- 
bying by  many  of  those  same 
nonprofits.  Tlie  proposal  wvjuld 
affect  any  gi-oup  recei\ang  fed- 
eral funds,  such  as  Planned 
Parenthood  or  the  Ajiierican 
Civil  Liberties  Union  (which 
criticized  Clarence  Thomas). 

Armey's  office  insists 
Thomas  is  simply  keeping 
GOP  Hill  leaders  up  to  date 


LIBERAL  BASHER: 

Virginia  Thomas 


on  the  bill  and  is  not  lobbying 
against  the  lobbyists  who  lob- 
bied against  her  husband. 
The  Alliance  for  Justice,  a  lib- 
eral coalition  that  strongly 
opposed  Clarence  Thomas 
(but  doesn't  itself  get  federal 
bucks),  notes  she  was  an  acti- 


vist for  conservative  causes 
even  before  she  met  him.  In 
the  1980s,  she  worked  as  a 
lobbyist  for  the  U.S.  Cham- 
ber of  Commerce,  making 
a  mark  as  a  foe  of  govern- 
ment regulation.  Richard 
Dunliam  and  Susan  Garland 


HONCHOS 


PRIDE  GOETH  BEFORE  A  BOTCHED  BUYOUT 


it's  not  every  day  you  get 
a  corner-office  mea  culpa. 
That's  what  Richard  Bern- 
stein, ceo  of  Western  Pub- 
lishing, has  delivered  to  in- 
vestors in  the  company's  just 
issued  annual  report.  He  says 
he  wasn't  fail'  to  them  in  a 
failed  buyout  of  the  company 
by  former  Simon  &  Schuster 
chief  Richard  Snyder 
and  investment  house 
Wai'biu'g  Pincus.  Ana- 
lysts say  the  deal  col- 
lapsed  in  October  at  ^-j 
lea.st  partly  because 
of  shareholder  (lis-  ^  '  -' 
tress  over  how  it  fa-  ^ 
vored  Bernstein. 

In  the  report, 
Bernstein  writes 
that  his  "pride  and 
vanity"  allowed 


DERAILED:  A  sweet 
deal  for  the  boss 


him  to  push  a  deal  "in  which 
I  would  be  treated  diffei'ent- 
ly  from"  other  shareholders. 
He  says  any  future  deals  will 
treat  all  shareholder.'^  equally. 

Western,  publisher  of  the 
classic  Golden  Books  (Tootle, 
The  Poky  Little  Puppy)  be- 
loved by  children,  has  had  a 
rocky  financial  liistory  of  late 
due  to  fierce  competi- 
tion. Snyder  and 
Warburg  Pincus 
offered  to  buy 
Bernstein's  20% 
stake  in  the  com- 
pany at  $15.50— a 
2  premium  over 
the  market  price. 
Other  shareholders, 
though,  were  not 
allowed  to  tender 
their  stock.  □ 


SLUGFESTS 


MARIO:  7' 

hand  ii-al'- 


NO  WHITE  FUGYi 
FROMGABELLI& 


ever    combative  m 
Gabelli  is  taking  on  the 
tional  Association  of  S( 
ties  Dealers.  The  money 
ager  has  initiated  the 
step  of  filing  a  court  appi 
overturn  an  NASD  arbitric 
panel  decision — an  awa 
some  $850,000  to  a  fo|( 
employee.  This  comes  d(  r 
Rye  (N.Y.)-based  Gabe 
Co.'s  signing  an  agree 
last  year  to  abide  by  the 
el's  decision 

The    fight    pits  Gsil 
against  Elizabeth  Bram 
who  racked 
up  good 
returns  head- 
ing his  Gabel- 
li Growth 
Fund  before 
leaving  in 
February, 
1994,  to  start 
her  own  out- 
fit, Bramwell  Capital  Tl 
agement.  After  sorting 
each  side's  welter  of  cll 
and  counterclaims,  the  i 
trators  gave  the  mosj 
Bramwell.  She,  for  insta 
had  to  return  $192,000 
had  received  in  advan 
which  she  says  was  real 
bonus  for  past  service. 

An  NASD  spokesman  i 
it's  "extremely  rare"  to] 
peal  an  arbitration  deci| 
in  court.  To  win,  the  apji 
ing  party  must  prove  g: 
procedural  deficiencies,  s 
as  biased  arbitrators,  he  s 
GabeUi  lawyer  Jeffrey  Lii 
of  New  York's  Liddle 
Robinson  admits  the  ap; 
is  "an  uphill  battle."  Butje\|i 
says  his  chent  is  justified 
cause  the  nasd  panel  hi  i 
its  findings  on  a  flawed  ri  I- 
ing  of  a  Bramwell-GabeUi  i-'"fct 
ployment  pact.  :iner 

What  about  the  Gak  %^ 
agreement  to  accept  the  N 
ruling?  Says  Liddle:  "T 
doesn't  say  we  must  give 
appeal  rights.' 


at. 

Mil 


in, 
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SOME  SEE  A  STRANDED  SHIP. 
WE  SEE  IDLE  ASSEMBLY  LINES,  VOLATILE  COMMODITY  MARKETS  AND  SHAREHOLDER  LAWSUITS. 


It  AIG  helps  protect  you  against  risk  better  than 
Ts,  it's  because  we  understand  more  kinds  of  risk. 

Threats  to  a  healthy  bottom  line  can  come  Irom 
y  directions.  The  key  to  global  risk  management 
partner  that  sees  beyond  the  obvious. 

What  AIG  offers  is  expertise  not  only  in  insurance, 
m  managing  total  marketplace  risk,  garnered  dur- 
seventy-five  years  of  international  operation. 

With  offices  in  approximately  130  countries 
jurisdictions  throughout  the  world,  AIG  has  an 


unmatched  knowledge  of  local  conditions  and  regula- 
tions. In  tact,  AIG  is  the  only  worldwide  insurance 
and  financial  organization  with  a  broad  range  of 
customized  services  to  manage  all  your  business 
risks  and  preserve  shareholder  value. 

And  we've  got  the  top  financial  ratings  to  back  us 
up.  So  we'll  be  there  whenever  you  need  us.  WPKWSU 
And  possibly  keep  your  business  afloat.  F^^^5>i 

WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES 

American  Inteinational  Group.  Inc ,  Dept  A,  70  Pine  Street,  New  Yorit,  NY  10270. 


Up  Front 


MOTHER  NATURE 

A  NICE  SIDE 

TO  ZEBRA  MUSSELS? 


UNCOUTH:  Zebras  on  a  clam 

here's  a  rare  good  word 
for  the  zebra  mussel,  scourge 
of  the  Great  Lakes  for  the 
past  10  years.  Yes,  they  clog 
the  water-intake  pipes  of  fac- 
tories and  power  stations, 
costing  $6  million  yearly  in 
cleanup  fees  for  Lake  Erie, 
which  is  infestation  ground 
zero.  And  by  competing  with 
fish  for  plankton,  zebra  mus- 
sels have  helped  cut  Lake 


Erie's  sportfishing  business— 
$600  million  a  year  in  1984— 
by  two-thirds. 

But  the  mollusks  are  clean- 
ing up  murky  lake  waters. 
By  ravenously  filtering  float- 
ing particles,  they're  bring- 
ing back  long-vanished  water 
plants,  such  as  tape  grass, 
says  Ohio  State  University 
biologist  Ronald  Stuckey.  An- 
other factor:  recent  curbs  on 
phosphate  pollution. 

Theii"  water-clearing  effects 
have  hardly  won  the  mussels 
a  reprieve  fi"om  er-adication  ef- 
forts. There's  new  bad  news: 
Scientists  now  suspect  they 
may  eat  toxic  chemicals  on 
lake  bottoms,  which  are  then 
absorbed  by  fish  that  feed  on 
the  mussels.  Wliile  the  theory 
has  yet  to  be  proved,  the  tox- 
ins may  end  up  on  dinner 
plates.  Also,  experts  believe 
the  mussels  altered  the  Lake 
Eiie  ecosystem  this  summer 
and  caused  a  huge  bloom  of 
toxic  algae.  Peter  Coy 


VOX  POPULI 


GIVE  US  A  PIECE  OF  YOUR  MIND 
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once  again,  it's  time 
for  Up  Front's  annu- 
al Reader  Survey. 
For  our  third  outing, 
we've  gone  online. 
You  can  E-mail  us  at 
bwsurvey@business 
week.com.  Or  fax  us 
at  212  512-3344.  Or 
you  can  go  low-tech 
and  mail  your  re- 
sponse to:  Up  Front 
Reader  Survey,  c/o 
Oluwabunmi  Shabi,  BUSINESS 
WEEK,  1221  Avenue  of  the 
Americas,  39th  floor,  New 
York,  N.Y.  10020. 
Replies  by  Dec.  20, 
please. 

1.  How  do  you 

feel  about  your 
personal  job 
security,  compared 
with  your  situa- 
tion last  year? 

□  More  secure 

□  Less  secure 

□  The  same  STOCKS: 


2.  When  you  retire,  your 
standard  of  living  will: 

□  Improve 

□  Worsen 

□  Stay  the  same 

3.  The  best  target  date  to 
balance  the  federal  budget 
is: 

□  1997        □  2002 

□  2005        □  Never 

4.  The  Information  Super- 
highway is: 

□  The  economy's  future 
engine 

□  A  lot  of  hype 


5.  Fill  in  the 
blank:  Your 
favorite  stock  is: 


Hujh, 


6.  Fill  in  the 
blank:  The  high 
point  for  the  Dow 
Jones  Industrial 
Average  in  1996 
will  be:  


DRAWN  &  QUARTERED 


ARE  WEEmilAiOR  N0^ 

\ 


PAPER  PLAYS 

TIS  THE  SEASON 
FOR  CEMENT 

THE     CEMENT     PLAY    IS  A 

canny — and  little-noticed — 
way  to  make  money  from 
seasonal  swings  in  shai-e  pric- 
es. Or  so  Scott  &  Stringfel- 
low,  a  Richmond  (Va.)  secu- 
rities    firm,     tells  — — — 
clients:  Buy  these  un- 
glamorous  stocks  at 
their  low  point  in  De-  i 
cember  and  sell  them  q^q 
in  April,  when  the 
construction  season 
cranks  up  and  share 
prices  rise.  The  Richmond 
fii-m  tracked  the  December- 
April  perfoiTnance  of  tlu'ee  of 
the  largest  publicly  traded 
U.  S.  cement  companies  over 
the  past  five  years.  Lafarge, 
Medusa,    and  Southdown 
racked  up  an  average  annual 
return — ^just  price,  not  divi- 


dends— of  more  than 

Timing  is  crucial.  Eijv 
Beeghly,  the  Scott  &  St«i 
fellow  analyst  who  foun 
pattern,  says  spring 
best  time  to  sell  becaus|S)processi 
ter  the  slow  winter  mo| 
Wall  Street  typically  pre 
a  rosy  construction 
Later,  reality  intrudes, 
as  bad  weather,  whicl 


imeterc 


Lafarge's  Stock  Price 

FIRST  TRADING  DAY  OF  MONTH 
990-91  91-92    92-93   93-94  9| 

lox  W'A  _m  207711 

DAW;  scon  A  STRINGFELLOW  INC. 


APR. 


often    sour    the  out! 

Beeghly  finds  a  similarl 
tern  in  other  construe! 
related  stocks,  but  it  isnl 
pronounced.  Example:  VJ 
Materials,  which  makes  a 
riety  of  building  mateJ 
had  an  average  return  ofl 
9.7%.  Amy  Ba\ 


THE  BIG  PICTURE 


Persistent  "glass  ceilings,"  unsympathetic  bosses,  and 
family  pressures  leave  fewer  women  extremely  satisfie 
with  their  jobs,  a  new  poll  says.  But  more  men  are  hap 
buoyed  by  the  mid-1990s  economic  exj^ansion. 


ANEW 
GENDER 
GAP 

GREAT  PERSONAL 

SATISFACTION 
FROM  EMPLOrWENT 


DATA  VIRGINIA  SLIMS  OPINION  POLL  Of  3,000  WOMEN  &  1.000  MEN 


FOOTNOTES  Newsprint  thrown  away  yearly  in  U.  S.:  equivalent  of  30  milliOfl  trees.  Amount  of  newspapers  recycled:  27% 
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THE  SCIENCE 


1 


The  patented  "Lift  and 
Cut Vm  system.  Hair  is 
lifted,  precisely  cut, 
;n  drops  back  below  skin  level 
:  a  shave  that's  incredibly  close. 


id  the  985RX's 
icroprocessor  and 
;D  meter  display 
ultiple  functions, 
eluding  personal 
aving  time  left. 


45  blades, 
each  work- 
ing in  tandem,  mean  razor 
sharp  precision  and  a  shave 
of  exceptional  closeness. 


Our  adjust- 
ment ring 
allows  you  to  customize  closeness 
with  9  individual  comfort  settings. 


QNoreico' 

Our  Closest  Shave  .Ever 


'Estimated  U  S  retail  price  Actual  price  may  vary.  "With  Adobe  PostSciipt  ®  Adobe  PostScript  is  a  trademark  of  Adobe* Systems  Incorporated.  See  us  at  http://www  hp.com/info/1131  PE 12583 


It  prints. 


To  find  out  how  the  HP  CopyJet  can  pay  for  itself  in  a  year,  call  1-800-761-8999  Ext.  1131. 


It  copies 


(It  does  not,  unfortunately,  monitor  taste.) 


Introducing  the  first  color  printer-copier  The  HP  CopyJet. 

Look  at  the  vivid  color.  Look  at  the  flawless 
reproduction.  Don't  look  at  the  hat.  What's 
important  is  that  the  new  CopyJet  gives  you 
the  quality  you'd  expect  from  an  HP  color 
printer,  and  it  has  the  full  functionality  of 
4>0  /I  OP^'  ^  color  copier  Besides  the 
^  jTc/f^  departmental  convenience, 


the  C-opyJet  is  easy  to  opemte  and  uses  plain 
paper  If  the  whole  department  needs  color 
printing  and  copying,  there's  the  network- 
ready  HP  CopyJet  M  ';  for  13199.  That's  just 
a  fraction  of  the  money  you  won't  have  to 
spend  for  color  copies.  Wliich  will  make  you 
look  good,  no  matter  what  you're  wearing. 


HEWLETT' 
PACKARD 
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Readers  Report 


DOES  THE  CPI 
INFLATE  INFLATION? 


Robert  Kuttner's  column  "Why  it's 
too  soon  to  monkey  with  the  CPi"  (Eco- 
nomic Viewpoint,  Nov.  27)  leaves  the 
impression  that  I  agi'ee  with  the  views 
of  Dean  Baker  [of  the  Economic  Policy 
Institute],  which  I  do  not.  Since  Kutt- 
ner  did  not  speak  to  me  dii"ectly,  he 
must  be  referring  to  my  June  6  testi- 
mony before  the  U.  S.  Senate  Finance 
Committee,  where  I  did,  indeed,  ex- 
press reservations  about  the  empirical 
underpinnings  of  the  whole  debate.  But 
I  also  indicated  my  belief  that,  on  bal- 
ance, the  consumer  price  index  did 
overstate  inflation  in  recent  years  by 
a  significant  amount. 

Since  the  time  of  the  testimony,  the 
Advisory  Commission,  of  which  I  am  a 
member,  has  met  several  times,  reexam- 
ined the  evidence,  and  concluded  unani- 
mously in  its  interim  report  that  the 
recent  rate  of  overstatement  of  price 
grovv^h  by  the  CPi  was  on  the  order  of 
1.5%  per  year,  with  a  range  of  reason- 
able uncertainty  from  1%  to  2%  or  high- 
er. There  was  more  evidence  on  this 
than  I  had  realized  at  the  time  of  my 
testimony,  most  of  it  actually  discov- 
ered and  provided  by  the  Bureau  of 
Labor  Statistics  itself. 

The  commission  is  pursuing  this  top- 
ic fLuther,  not  only  to  improve  the  qual- 
ity of  this  particular  "number"  but  also 
to  investigate  workable  suggestions  of 
how  the  BLS  could  improve  the  CPi  and 
make  it  into  a  better  measure  of  the 
cost  of  living,  a  goal  that  we  share 
with  them. 

Zvi  Grihches 
Professor  of  Economics 
Harvard  University 
Cambridge,  Mass. 

SIZING  UP 

AT&T'S  DOWNSIZING  

In  "For  a  pink  slip,  press  2"  (News: 
Analysis  &  Commentaiy,  Nov.  27),  you 
quoted  Harold  W.  Burlingame,  at&t's 
senior  vice-president  for  human  resourc- 
es, as  saying:  "We  will  downsize  and 


T 


CORRECTIONS  &  CLARIFICATION! 

"Why  United  nixed  USAir,"  (In  Busings 
This  Week,  Nov.  27)  should  have  said  t|l 
United  Airlines'  debt  was  downgradet 
1993,  not  last  year. 


grow  at  the  same  time,  as  we  ad- 
new  markets  and  new  opportunitie 
In  terms  of  dollars,  it  may  indee 
less  expensive  to  force  out  15,000  pi 
while  hiring  20,000  others  than  fc 
train  existing  employees  for  the 
lenges  ahead.  All  I  can  say  is,  if  I  \ 
a  savvy  fast-track  manager,  I  w 
think  tvnce  before  signing  on  vdth  kc 
a  fickle  organization.  If  a  signifi 
number  of  talented  managers  feel 
larly,  Mr.  Burlingame  &  Co.  may  vi 
to  recalculate  the  true  cost  of  thei 
engineering  efforts. 

Michael  R.  Muri 
Syracuse, 

FOCUSING 
ON  DIGITAL  CAMERAS 

It  is  not  accurate  to  say  that  A 
Computer's  QuickTake  150  digital 
ra  holds  only  16  shots  at  the  hiu: 
resolution — compared  with  Eastman  '. 
dak's  and  Logitech's  48  shots  ("Ndtj 
picture  perfect,"  Technology  lV-  'i 
Nov.  20).  Images  shot  with  the  t)ii 
Take  150  are  always  at  a  resolutm 
640  X  480  pixels,  whether  the  u.^ci  . 
stored  32  or  16  shots.  The  differcm 
one  of  relative  quality  affected  l>\ 
amount  of  compression  applied  Id  n 
image,  not  resolution.  This  is  an  iui]'; 
tant  distinction  that  makes  our  pim 
a  better  choice  for  many  kinds  of  ii- 

Perhaps  most  important,  we  tal  i. 
sue  with  Wildstrom's  statemeni  i. 
"...all  [the  cameras]  are  built  ari 
Kodak  technology."  While  part  m  i 
with  Kodak  for  key  technolou,  \ 
manufacturing,  Apple  made  sigiiiim 
design  and  product  enhancements  t.i  i 
prove  overall  functionality  and  user 
isfaction.  These  enhancements  incl 
transfer  speeds  that  are  more  tha; 
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1HE  REASON  TO 


Readers  Report 


times  faster  than  competitive  products, 
a  user  interface  for  the  camera,  more  in- 
tuitive computer  software,  and  added 
functionality  such  as  our  "QuickTake 
Image  Access"  control  panel  that  allows 
the  camera  to  be  accessed  like  a  disk 
from  within  any  application. 

Stu  Roberson 
Director,  Imaging  and  Pei'ipherals 
Product  Mai'keting 
Apple  Computer  Inc. 
Cupertino,  Calif. 
Editors'  note:  business  week  based  its 
statement  that  the  cameras  are  built 
around  Kodak  technology  on  the  fact 
that  Kodak  had  designed  the  imaging 
system. 

HAVE  WORKERS 

REALLY  GOT  THEIRS?  

"Workers  finally  get  theirs"  (News: 
Analysis  &  Commentary,  Nov.  27)  was 
overly  optimistic.  The  lone  statistic  re- 
lied on — that  70%  of  workers  are  in 
jobs  where  wages  have  increased  in  the 
last  year — is  meaningless  when  coupled 
with  news  that  wages  rose  only  2.7%  in 
the  year  ended  Sept.  30.  This  increase  is 
the  lowest  in  20  years.  The  only  reason 
this  pathetic  increase  outpaces  the  cost 


of  living  is  ulti'alow  rates  of  inflation. 

At  the  same  time,  corporate  profits 
rose  48%  in  the  first  quarter  of  1995 
alone.  The  productivity  gains  of  the 
1990s  are  felt  in  corporate  coffers  and 
on  Wall  Street,  but  they  have  yet  to 
benefit  those  ultimately  responsible  for 
the  recovery — American  workers. 

Will  workers  ever  get  theirs?  Let's 
hope  so.  But  let's  not  exult  prematm-ely: 
It  hasn't  happened  yet. 

Don  D.  Sessions 
Mission  Viejo,  Calif. 

COLIN  POWELL  WOULD 
SHINE  IN  A  CORNER  OFFICE 

Your  article  contained  a  quotation 
ft-om  me  that  implied  Powell  may  not 
make  a  good  business  executive  ("Colin 
Powell:  Four-star  ceo,"  News:  Analy- 
sis &  Commentary,  Nov.  27).  This  in- 
ference was  taken  out  of  context,  as 
my  feeling  is  exactly  the  opposite. 

My  point  was  that  industry  knowl- 
edge and  experience  are  important  and 
are  certainly  helpftil  to  any  ljusiness  ex- 
ecutive. However,  the  i-ole  of  the  ceo 
requires  a  higher  level  and  more  de- 
manding skills — including  leadership,  in- 
tegrity, balance,  and  judgment.  Colin 


Powell  has  these  qualities  in  abund 
and  would  provide  superb  leadersh 
any  institution. 

Frederic  V. 

Cha=- 
Thayer  Capital  Pa 
Washin 
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Introducing  the  HP  OmniGo  100 
Organizer  Plus. 

It's  the  first  organizer-  that  actujilly  folds  in  half  to 
give  you  twice  the  organizijig  power.  TVpe  on  the 
keyboard.  Or  writ(»  with  a  pen.  Tlus  handheld 
wonder  is  so  smait  it  even  recognizes  handwriting. 
You  get  financial  tools  like  Lotus  compatible 

J^GEOWORKS 


spreadsheets,  HP  12C  calculator  functions,  and 
Pocket  Quicken.*  And  of  course,  essentials  like  a 
calendai',  phonebook,  database,  memo  pad  and 
more.  At  only  $;349',  HP  OmniGo  is  the  organizer 
tliat  means  business. 

So  call  l-80(>443-12M  Ext.618  today  for  aJi  HP 
dealer  neai-  you.  And  put  the  power  of  organiza- 
tion in  the  palm  of  your  hand. 


EWLET'? 
PACKAR(i 


♦Free  with  coupon  in  box.  tAverage  U.S.  retail  price.  Pocket  Quicken  is  a  trademark  of  Intuit,  Inc.  Lotus  and  1-2-3  are  U.S.  registered  trademarks  of 
Lotus  Development  Corporation.  Other  brand/product  names  are  trademarks  of  their  respective  holders.  ©1995  Hewlett-Packard  Company, 
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Telecommuting  Services 


Work  from  home. 


Never  go  into  the  office. 


Forget  what  rush  hour  is  Hke. 


Make  your  home  your  work 


space.  (The  furniture  is  nicer.) 


I     Use  your  home  computer 


as  you  would  use  your  office 
computer  Get  FasTrak  "  ISDN 
phone  lines.  Get  your  e-mail 
faster  Access  your  office  faster 
Download  files  faster.  And 
use  all  of  it  to  get  much  more 
in  touch 
with  your 
mailman. 

For  more  ways  you  can  use 
Pacific  Dell  telecommuting 
ser\aces,  call  l-SOO-PAC  BELL. 
Thank  you. 


How  will  you  use  it? 


PACIFIC  Jlj  BELL 

NETWORK 


lAJko  6ai^6 

toi 


d  and 


reem 


Introducing  the  Special  Olympics  Christmas  Jazz  Album.  Herb  Alpert  &  Jeff  Lorber  •  Dianne  Reeves  &  Lou  Rawlsl 
Fourplay  •  Diana  Krall  •  Stanley  Clarke,  George  Duke  &  Everette  Harp  •  Michael  Franks  •  The  Brecker  Brothe| 
with  Steve  Khan  •  Cassandra  Wilson  •  Herbie  Hancock  &  Eliane  Elias  •  John  McLaughlin  I 


I  BLUE  NOTE,      Holly  Cole  •  Steps  Ahead  'Anita  Baker  •  Chick  Corea  •  Dave  Koz  •  Drjohn 


I  1 995  Special  Olympics  Productions 


(ooks 


HE  BEST  BUSINESS 
OOKS  OF  1995 


Irom  global  power  to  intrigue  in 
the  boardroom,  ft'om  shaip  ideas 
to  prickly  personalities,  this  year's 
.0  business  books  cover  an  aiTay  of 
rbing  subjects. 

a  competitive  vi^orld,  global  eco- 
,c  might  is  fleeting.  Is  Japan  begin- 
to  fade,  as  some  observers  say? 
from  it,  says  Eamonn  Fingleton  in 
dside:  Wky  Japan  Is  Still  on  Track 
vertake  the  U.  S.  by  the  Year  2000 
ighton  Mifflin).  In  what  our  review- 
armer  Tokyo  Bureau  Chief  Robert 
',  called  a  "prodigiously  researched 
engagingly  argued"  work,  Fin- 
)n  asserts  that,  in  spite  of  the 
ous  problems,  Japan  continues 
how  inordinate  competitive 
cle.  And  rather  than  putting 
irden  on  exporters  and  con- 
ers,  the  mighty  yen,  he  says, 
one  of  the  principal  levers"  of 
in's  power 

iost  provocatively,  Fingleton  con- 
Is  that  the  Japanese  system,  with 
ndustrial  targeting  and  research  and 
slopment  collectives,  "is  not  capital- 

at  all  but  a  new  formulation  that  is 
iharp  and  portentous  a  break  ft'om 
talism  as  capitalism  was  from  feudal- 
."  Although  occasionally  given  to 
mism  and  overstatement,  Blindside 
ndes  a  novel,  audacious  take  on  the 
Id's  second-largest  economy, 
mother  global  power — albeit  a  less 
spicuous  one — is  the  subject  of  Ste- 

Solomon's  The  Corifidence  Game: 
V  Unelected  Central  Bankers  Are 
'eming  the  Changed  World  Economy 
non  &  Schuster).  Solomon  scopes  in 
the  masters  of  the  world  economy, 
central  bankers. 

Starting  with  a  fascinating  account 
Federal  Reserve  Chairman  Alan 
senspan's  effort  to  limit  the  damage 
;he  1987  global  stock  market  crash, 
i  Confidence  Game  often  "reads  more 
:  a  thriller  than  a  treatise  on  mone- 
y  affaii's,"  according  to  ow  reviewer, 
iliam  Glasgall.  In  keeping  vdth  the 
ik's  title,  Solomon  demonstrates  how 
;tral  bankers — even  when  they're  not 
e  what  action  should  be  taken — have 
nd  they  can  talk  away  many  neai-cri- 
.  But  the  author  wams  of  a  creeping 
iger:  In  the  quest  for  prosperity,  na- 
nal  governments  are  transferring 


BLINDSIDE 

Why  Japan  Is  Still  on  Track  to 
Overtake  the  U.S.  by  the  Year  2000 
By  Eamonn  Fingleton 

BUFFETT 

The  Making  of  an  American  Capitalist 
By  Roger  Lowenstein 

THE  CONFIDENCE  GAME 

How  Unelected  Central  Bankers  Are 
Governing  the  Changed  World  Economy 
By  Steven  Solomon 

EDISON 

Inventing  the  Century 
By  Neil  Baldwin 

REENGINEERING  MANAGEMENT 

The  Mandate  for  New  Leadership 
By  James  Chanipy 

SERPENT  ON  THE  ROCK 

By  Kurt  Eichenwald 

SILICON  SNAKE  OIL 

Second  Thoughts 
on  the  Information  Highway 
By  Clifford  Stoll 

STARTUP 

A  Silicon  Valley  Adventure 
By  Jerry  Kaplan 

TRUST 

The  Social  Virtues 
and  the  Creation  of  Prosperity 
By  Francis  Fukuyama 

THE  WINNER-TAKE-ALL  SOCIETY 

By  Robert  H.  Frank  and 
Philip  J.  Cook 


more  and  more  authority  to  the  central 
bankers. 

All  nations  pursue  prosperity — but 
only  a  few  find  it.  What  do  such  global 
powerhouses  as  Japan,  Germany,  and 
the  U.  S.  have  in  common?  They're  all 
"high-trust"  societies,  says  Francis  Fu- 
kuyama, Rand  Corp.  senior  social  scien- 
tist, in  Trust:  The  Social  Virtues  and 
the  Creation  of  Prosperity  (Free  Press). 
Despite  a  sometimes  ponderous  style 
and  a  tendency  to  iTin  on,  Fukuyama 
doesn't  shy  away  from  the  big  ques- 
tions— and  he  has  a  way  of  seizing  on 
current  hot  topics. 

Here,  Fukuyama  addresses  the  rela- 
tionship between  healthy  commimity  life 
and  wealth  creation.  And  he  asserts 
that  selfish  behavior,  often  extolled  by 
economists,  can  be  self-defeating.  For 
a  society  to  prosper,  he  says,  it  must 
enjoy  a  high  level  of  "spontaneous  so- 
ciability," under  which  its  members 
tend  to  form  and  join  a  range  of 
voluntary    organizations,  from 
sports  societies  to  religious  gi'oups. 
These  in  tum  prepare  citizens  to 
work  cooperatively  in  large,  pri- 
vate companies  that  are  able  to 
amass  capital  and  develop  technolo- 
gies efficiently. 

In  contrast,  the  citizens  of  low-tnist 
societies  such  as  Italy,  China,  and 
France  tend  to  avoid  people  who  are 
not  part  of  their  immediate  families, 
thus  crippling  attempts  to  build  corpo- 
rate structures.  The  analysis  ignores 
numerous  key  issues,  said  reviewer 
Christopher  Power — including  the  cur- 
rent difficulties  faced  by  "high-trust" 
Germany.  But  just  by  tackling  such  ma- 
jor questions,  Fukuyama  has  his  readers 
reaching  for  their  thinking  caps. 

Tasty  food  for  thought  is  also  pro- 
vided by  The  Winner-Take-All  Society 
(Free  Press)  by  Robert  H.  Frank  and 
Phihp  J.  Cook,  professors  of  economics 
and  public  policy,  respectively,  at  Cornell 
and  Duke  Universities.  The  star  sys- 
tem, according  to  which  small  differen- 
ces in  perfoiTTiance  result  in  huge  differ- 
ences in  rewards,  has  long  been  the 
iTile  in  sports  and  entertainment.  Now, 
say  the  authors,  such  winner-take-all 
markets  are  found  throughout  the  global 
economy,  with  disastrous  results. 

The  concentration  of  huge  rewards 
among  a  handful  of  winners — in  busi- 
ness, the  media,  law,  medicine,  higher 
education,  and  elsewhere — has  dramati- 
cally widened  the  gap  between  rich  and 
poor,  they  say.  Moreover,  the  lure  of 
huge  gains  skews  the  career  choices  of 
the  next  generation,  as  too  many  youths 
strive  to  become  the  next  Michael  Ei.s- 
ner  or  Madonna.  And  the  pursuit  of 
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Tust  married:  M^in 
To  your  very  got 


It's  a  match  that  certainly  de- 
serves a  toast.  After  all,  it  isn't 
every  day  you  find  the  ideal 
partner.  Or  witness  the  happy 
union  of  two  perfectly  comple- 
mentary parties,  both  from  good 
backgrounds,  bringing  shared 
interests  and  a  wealth  of  experi- 
ence to  the  relationship. 

Hoechst  Marion  Roussel. 
The  new  family  name. 

Hoechst  is  one  of  the  world's 
leading  chemical  companies 
with  its  main  focus  on  pharma- 
ceuticals. 

Backed  up  by  Roussel  Uclaf, 
its  important  French  affiliate, 
Hoechst  is  well  up  among  the 
top  suppliers  of  drugs,  offering 
a  broad  rajige  of  highly  success- 
ful products. 

Marion  is  also  a  big  name  in 
pharmaceuticals,  with  heavy 
emphasis  on  development.  The 
company's  core  activities  round 
out  Hoechst  and  Roussel's 


Hoechst  is  an  international  group  of  companies  spearheading  innovation  in  health  care,  agriculture  and  ck 


hju 


m  and  Hoechst. 
health! 


ranges  in  many  key  areas. 

It's  a  good  match  too  in  geo- 
graphical terms.  While  Hoechst 
and  Roussel  have  a  powerful 
presence  in  Europe,  Marion  has 
made  a  name  for  itself  particu- 
larly as  a  partner  to  the  large 
health  care  organizations  in  the 
United  States.  Together  they 
form  one  of  the  world's  greatest 
forces  in  health  care  and  they 
are  well  positioned  to  move  to 
the  top  in  the  next  few  years. 

What  brings  the  partners  to- 
gether is  a  commitment  to  meet 
patients'  needs  more  quickly  and 
effectively,  and  to  develop  inno- 
vative drugs  to  treat  diseases  that 
are  currently  incurable. 
To  their  health  -  and  to  yours! 

Hoechst  Marion  Roussel,  Inc. 
P.O.  Box  8480 

Kansas  City,  MO  64114-0480 
Internet  http://www.hoechst.com/ 


taff  of  160,000  people  worldwide,  annual  sales  total  $37  billion. 


Hoechst 


Books 


blockbuster  movies  and  best-selling 
books  has  led  to  a  dumbing-down  of 
culture.  How  to  curb  this  mania  to  be 
No.  1?  Here,  the  authors  fall  short,  said 
reviewer  Kathleen  Madigan.  Neverthe- 
less, Winner-Take- All  Society  frequent- 
ly scores  a  bull's-eye. 

The  target  of  Set-pent  on  the  Rock 
(HarperBusiness),  by  New  York  Times 
reporter  Kurt  Eichenwald,  is  scandal- 
plagued  Pindential-Bache  Securities  Inc. 
Between  1980  and  1990,  Eichenwald 
says,  Pni-Bache  engaged  in 
"the  most  destructive 
fraud  ever  perpetrated 
on  investors  by  Wall 
Street."  It  sold  more  than 
$8  billion  in  risky  limited- 
partnership  offerings — re- 
sulting in  losses  running  to 
hundreds  of  millions. 

Who  was  to  blame?  Ei- 
chenwald fingers  "a  small 
gi'oup  of  executives  who  cut 
comers  or  ignored  problems 
as  they  promoted  the  firm 
and  built  personal  empires." 
The  limited-partnership  deals 
provided  lavish  lifestyles  for 
these  execs — and  vanished 
life  savings  for  numerous  in- 
vestors. Reviewer  Leah  Na- 
thans Spiro  found  the  biggest 
heroes  of  the  tale  to  be  the  state  regu- 
lators who  pushed  to  win  a  reasonable 
settlement  for  the  unhappy  investors. 
One  moral:  The  system  of  state  secur- 
ities regulators,  often  said  to  be  unnec- 
essary, shouldn't  be  abandoned. 

A  very  different  ordeal  in  executive 
ranks  is  the  subject  of  James  Champy's 
Reengineering  Management:  The  Man- 
date for  New  Leadership  (HarperBusi- 
ness). Specifically,  Champy's  solo  sequel 
to  Reengimering  tlm  Corpomtion,  which 
he  co-authored  in  1993  with  esc  Index 
Consulting  Group  colleague  Michael 
Hammer,  points  out  the  shortcomings 
of  many  efforts  at  "reengineering" — or 
rethinking  and  redesigning  basic  busi- 
ness practices. 

"The  revolution  we  started  has  gone, 
at  best,  only  halfway,"  Champy  writes. 
Through  interviews  with  managers  who 
have  executed  successful  reengineering 
efforts  at  such  companies  as  Wisconsin 
Energy,  Intel,  and  Frito-Lay,  Champy 
attempts  to  show  readers  how  to  over- 
come the  hurdles.  Reviewer  John  A. 
Byrne  found  much  of  this  oral  histoi-y 
repetitive  and  uninformative.  Still,  he 
said,  "managers  awash  in  the  ugly  chaos 
of  tearing  apart  their  companies  will 
find  guidance  and  consolation  here." 

Two  very  different  managers  who 
were  also  inventors-ciim-entrepreneurs 


provide  the  fodder  for  valuable  busi- 
ness books.  Neil  Baldwin's  Edison:  In- 
venting the  Century  (Hyperion)  delin- 
eates the  hfe  and  creative  processes  of 
Thomas  Alva  Edison.  Among  Edison's 
well-known  contributions:  the  light  bulb, 
the  phonogi-aph,  and  the  motion  picture. 
Yet  along  with  such  successes,  Edison 
stubbornly  stuck  by  numerous  errors 
in  judgment — for  example,  calhng  radio 
a  "fad." 

Today's  research  and  develop- 
ment wonks  might  be  hard  put  to 
adopt  Edison's  favorite  method  of 
problem-solving:  Simply  try  eveiy- 
thing.  But  Baldvrin  shows  Edison 
to  be  equally  adept  at  creating 
systems,  such  as  Edison  Electric 
Light  Co.,  a  predecessor  of  Gen- 


Is  an  infatuation  with 
computers  undermining 
our  libraries?  Was 
management  Edison's  true  genius? 
Are  the  French  too  distrustful?  To  find 
out,  see  1995's  crop  of  business  books 


eral  Electric  Co.  that  manufactured  and 
installed  eveiything  required  to  illumi- 
nate the  night.  Thus,  as  reviewer  Peter 
Coy  noted,  "in  an  era  when  how-to  titles 
on  management  and  creativity  seem  to 
fiood  into  bookstores,  readers  in  search 
of  inspiration  could  do  worse  than  to 
read  this  richly  detailed  biogi'aphy." 

In  Startup:  A  Silicon  Valley  Adven- 
ture (Houghton  Mifflin),  Jerry  Kaplan 
describes  the  experiences  of  an  equally 
ambitious,  but  far  fi"om  equally  success- 
ful, inventor:  himself.  In  1987,  Kaplan 
launched  one  of  Sihcon  Valley's  hottest 
outfits,  GO,  which  attempted  to  pioneer 
computers  that  would  translate  hand- 
written scribbles  into  computer  text. 
By  1993,  GO — along  with  $75  milhon  in 
investment — was  gone. 

Kaplan  tells  of  his  brushes  with  such 
titans  as  Bill  Gates  and  John  Sculley, 
both  of  whom  wanted  in  on  the  action. 
Sculley's  Apple  Computer  merely  flitted 
with  using  Kaplan's  system,  and  Gates's 
Microsoft,  says  a  GO  exec,  "ripped  off 
om'  stuff."  But  it  was  investor  at&t  that 
finally  pulled  the  plug,  ending  go's  near- 
constant  quest  to  stay  afloat.  Such  en- 
grossing details,  said  reviewer  Kathy 
Rebello,  make  for  "a  delectable  account 
of  what  it's  like  to  try  to  spin  a  dream 
into  Sihcon  Valley  gold." 

Such  dreams  are  often  merely  a  pre- 


lude  to  regi'et.  Certainly,  the  visions 
nirvana  in  cyberspace  are  overbl 
says  Clifford  Stoll,  author  of  Si 
Snake  Oil:  Second  Thoughts  on  th 
formation  Highway  (Doubleday). 
the  one  about  how  the  Infobahn 
educate  oui*  kids,  revive  democrac; 
allow  cyber  citizens  to  overcome  p 
ty  and  deprivation?  Tell  me  ano 
says  Stoll,  an  astronomer-turned-< 
puter-security  expert  who  once  h 
to  hype  the  Internet. 

The  current  infatuation  with  corrjt" 
ers,  Stoll  insists,  is  endangering  oi  h 
braries,  which  are  abandoning  book:  it 
computers — and  a  jumble  of  contex  ^ 
data.  Our  education  system,  he  say 
also  losing  out,  as  funds  are  divei 
into  the  eye  candy  of  "edutainm 
software.  And  the  democi 
foinams  of  online  chat  ro 
are  nothing  more  than 
other  vast  wasteland,  d( 
nated  by  vapid  chatter 
extremist  bullies.  Are 
claims  merely  the  ravings 
Luddite?  No,  said  revieijp 
Geoff  Levds:  Stoll  shows  h; 
self  to  be  "a  thoughtful,  \\i 
observer. . .  who  also  hapufi 
to  be  a  serious  scientist."!, 
we  stare  into  the  online  |' 
ture,  we  would  do  wel 
keep  Stoll's  cautionary  words  in  mi 

One  who  seems  ever  unruffled  by  |k 
future  is  investor  Warren  Buffett 
haps  that's  why  so  much  about  the  () 
cle  of  Omaha  gets  written — and 
The  best  book  by  far  on  this  legend 
character,  said  reviewer  Chris  Welle. 
Roger  Lowenstein's  Buffett:  The  Ma, 
of  an  American  Capitalist  (Ran 
House).  As  is  his  usual  practice, 
fett  neither  helped  nor  hindered  the 
thor.  Yet  Welles  found  that  Lowens 
had  produced  a  "lively,  smoothly 
ten,  and  elaborately  researched"  bio 
phy  of  the  superinvestor,  whose  po 
lio  racked  up  a  compounded  annual 
of  28.6%  between  1957  and  1994. 

How  does  Buffett  do  it?  "It  all  co 
ft-om  Graham,"  he  once  said — Benja 
Graham,  that  is,  the  father  of  "va 
investing,"  which  holds  that  every  stc 
has  an  intrinsic  value  independent 
the  market's  assessment.  But,  of  cour 
it's  Buffett's  extra  je  ne  sais  quoi  tl 
really  does  the  trick,  keeping  Buff 
watchers  guessing.  "Much  about  Bi 
fett  remains  obscure,"  admits  Low 
stein.  It's  just  such  mysteries  th 
inspire  journalists  to  keep  digging- 
readers  to  keep  searching  busin 
books  for  answers. 

BY  HARDY GRE 
Green  is  BUSINESS  week's  Books  Edi 
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Anything  that  can  be  done 
can  be  done  better. 


I'm  MikeTigson.from  the  Semiconductors 
division  of  Philips  Electronics.  My  job  is  to 
improve  our  delivery  performance  to  major 
manufacturers  of  products  like  computers 
and  printers. 

Since  every  customer  defines  on-time 
delivery  differently,  we've  created  separate 
teams  to  focus  on  each  customer  It's  working 
so  well,  many  of  our  biggest  customers  now 
rate  us  number  one  for  delivery. 

We  said  we'd  make  things  better.  And 
we  delivered. 


PHILIPS 


1995  Philips  Electronics  North  America  Corporation 


Because  of  Dodge  Intrepid's 
cab-forward  design,  you  won't  find 
the  windshield  in  the 
usual  place.  Its 
leading  edge  is 
moved  foi-ward 
and  down,  to 
enhance  visibilit}' 
and  aerodynamics. 

The  wheels  are  pushed  toward 
the  comers,  for  greater  stability  and 
increased  interior  room. 

And  this  year  many  features  that 
were  options  are  standard.  So  now 
the  price  of  a  well-equipped  Intrepid 
may  be  lower  than  you 'd  expect. . . 
while  resale  value  is  higher  than 
Taurus,  Lumina,  Camry  and  every 
car  in  its  class.^ 


Except  forp 

the  wheal  I 

things  are  preni 

youU  expee 

I- 


$18,995: 


well-equipped 

•  Standard  3.3L, 
sequential  EFI  V-6  engine.  161  hp 

•  Standard  speed  control 

•  Standard  power  windows  and  door  locks 

•  Standard  16  "  touring  tires 

•  Standard  fog  lamps 

•  Standard  power  heated  outside  mirrors 

•  Standard  airhags  for 
driver  and  front  passenger 

•  Standard  air  conditioning 

•  Standard  AM/FM  cassette  and 
center  console  with  storage 

•  More  passenger  room  and  trunk  space 

them  Taurus,  Lumina  or  Caniry 

•  Better  resale  value  record  than 

Taurus,  Lumina  or  Caniry'^ 

•  Customer  One  Care""'  3-year  or 
36,000-mile  humper-to-humper  warranty 

and  3/36  Roadside  Assistcmce^^ 


•  For  still  more  information,  call 
1-800-4-A-bODGE. 


Technology  &  You 


BY  STEPHEN  H.  WILDSTROM  

CD-ROMS  THAT 
STEER  YOU  RIGHT 


Taking  a  trip? 
Not  all  planners 
and  street  atlases 
are  created  equal 

Planning  a  trip  can  be 
a  good  part  of  the  en- 
joyment of  a  vacation. 
Today,  the  combination  of 
maps,  computer  gi-aphics,  and 
intelhgent  software  can  make 
the  process  a  lot  more  fun. 

Market  researchers  have 
long  used  comput 
erized  map  data- 
bases, but  now 
the  technology  is 
reaching  con- 
sumers. The  programs 
come  in  two  flavors:  Trip 
planners  suggest  routes, 
attractions,  and  places  ^ 
to    eat    and    sleep,  ^^ti.i 
Street  atlases  give  de- 
tailed maps  that  can  pinpoint 
addresses  and  show  every 
block  in  a  city  or  town. 
MAP  IT  OUT.  I  tried  several 
Windows  cd-rom  packages 
(table)  and  found  that  all  had 
their  strengths  and  weak- 
nesses. DeLorme  Mapping's 
programs  aren't  the  easiest 
to  use.  But  the  point  of  this 
software  is  maps,  and  De- 
Lorme, an  old-line  mapmaker 
in  Freeport,  Me.,  has  the 
best,  hands  down.  On-screen, 
its  maps  combine  a  wealth  of 
detail  with  great  readabihty. 
On  paper — a  color  printer  is 
desirable  but  not  essential — 
they  rival  commercial  printed 
maps.  (Sample  maps  can  be 
viewed  on  business  week 
Online  on  America  Online.) 

DeLoiTne's  Map  \i  Go  trip 
planner  is  probably  best  for 
experienced  travelers  because 
it  lacks  the  "wizards"  that  au- 
tomate such  tasks  as  choosing 
overnight  stops  found  in  the 


Microsoft  Corp.  and  Rand 
McNally  &  Co.  versions.  With 
DeLorme,  you  type  in  the 
origin,  destination,  and  any 
points  you  want  to  hit  along 
the  way.  The  program  cre- 
ates a  set  of  strip  maps  re- 
sembling a  AAA  Triptik,  in- 
cluding driving  instructions, 
distances,  estimated  times 
(based  on  your  specifications 
for  speeds  on  dif- 
ferent types  of 

1>k 


roads),  and  page  references 
to  a  companion  highway  atlas. 

You  would  expect  good 
maps  from  Rand  McNally,  and 
for  the  most  part,  TiipMaker 
and  StreetFinder  deliver  Un- 
like the  utilitarian  approach 
of  DeLomie,  DipMaker  offers 
vacation  suggestions  on  the 
sort  of  things  you 
like  to  do  and  the 
region  you  plan  to 
visit.  The  trip 
maps  it  produces, 
while  not  as  de- 
tailed as  De- 
Lorme's,  include 
reference  keys  to 
the  Rand  McNal- 
ly  Road  Atlas, 


On  the  Road 


the  program. 

StreetFinder 
includes  a  novel 
feature  that 
sounds  great  but 


Price 

delorme  mapping 

800  452-5931 

»>  Map  'n'  Go 

$39 

Street  Atlas  USA 

79 

MICROSOFT 

800  457-9530 

>  Automap  Road  Atlas 

40 

>Automap  Streets 

70 

RAND  McNALLY 

800  671-5006 

TripMaker 

50 

\t-  StreetFinder 

60 

DATA  COMPANY  REPORTS 


turns  out  to  be  not  very  use- 
ful. You  can  plot  a  course 
thi'ough  a  city,  which  the  pro- 
gi"am  converts  to  written  in- 
structions. But  the  database 
lacks  the  detailed  local  knowl- 
edge— one-way  streets,  turn 
restrictions,  freeway  exit 
numbers — needed  to  make 
the  instructions  usable. 
DINING,  LODGING.  Microsoft's 
Automap  products  were  a 
disappointment.  The  Road 
Atlas  trip  planner  is  similar 
to  Rand  McNally's  but,  in  an 
extreme  case  of  a  flaw  that 
showed  up  on  all  the  pro- 
gi-ams,  drastically  underesti- 
mates speeds  on  congested 
urban  roads.  For  example,  it 
computed  that  a  44-mile  drive 
through  the  Washington  sub- 
ui'bs  could  be  done  in  47  min- 
utes. And  the  Streets  pro- 
gram won't  allow  users  to 
merge  maps  from  its  data- 
base, meaning  you  can't  view 
both  ends  of  New  York's 
George  Washington  Bridge 
on  the  same  screen. 

Compton  New  Media 
Inc.'s  $60  Street  Guide  crams 
highway  and  street  maps 
onto  one  CD.  But  the  pro- 
gi'am  lacks  trip-planning  fea- 
tures and  the  search  tools  a 
good  street  atlas  needs.  It 
comes  with  a  copy  of  the 
American  Automobile  Asso- 
ciation Trip  Planner,  a  cd- 
rom  guide  to  attractions,  din- 
ing, and  lodging. 

These  programs  are  just 
the  beginning  of  computer- 
ized travel.  An  Avis  Inc.  trial 
progi-am  uses  a  Trimble  Nav- 
igation Ltd.  satellite-based 
system  to  pin- 
point your  rental 
car's  position  on 


play.  In  the  not- 
too-distant  future, 
you'll  be  able  to 
plan  a  trip  on 
your  desktop 
computer,  then 
follow  your 
progress  on  a 
built-in  display  in 
your  car.  Now,  if 
they  could  only 
do  something 
about  the  traffic. 


BULLETIN  BOA 


I 


SOFTWARE 
3-D  FOR  WINDOWS  95 

Three-dimensional  drawin;  ^ 
programs  are  a  mainstay  i; 
computer-assisted  design 
work,  but  they  have  long  rt'.' 
quired  the  horsepower  of  a'' 
engineering  workstation  to' 
perform  well.  Now,  3D/Eye  ^jc, 
(800  946-9533),  an  Ithaca! 
(N.  Y.)  software  company 


brought  3-D  drawing  and  S 
model-building  to  the  desk|) 
with  Trispectives  for  Windo'| 
95.  The  $299  program  re-  \ 
quires  some  effort  to  learn-i 
visualizing  3-D  hasn't  gott(} 
easier  since  you  struggled 
through  solid  geometry.  Bu 
allows  even  those  with  limi 
drawing  skills  to  create  rea' 
istic  3-D  models  that  can 
easily  become  illustrations ; 
a  printed  document  or  slidel  ^ 
presentation.  | 

SMART  BEEPERS  \ 
HELP  ON  THE  ROAD  I 

Jm-v^ay  paging  technologyp 
brand  new,  but  already  the 
ability  to  receive  informatio 
and  send  back  short  burstsf 
data  is  moving  way  beyond  ■ 
the  beeper.  Motorola,  SkyTel 
and  Prince  have  teamed  up 
develop  AutoLink,  a  system 
that  will  summon  roadside 
assistance,  track  down  a  ca| 
location,  and  provide  auto 
mafic  notification  if  someon 
attempts  to  break  into  an  ai 
tomobile.  The  system  has  a 
paging  function,  too.  First  u 
will  be  on  fleets,  with  factor 
installation  in  new  cars  ex- 
pected to  be  available  for 
1998  models. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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Mutual  funds 
should  be  a  long-term 
investment. 

Finding  the  right  ones 
shouldn't  be. 


'  1  here  are  now  more  mutual 
funds  than  there  are  common 
stocks  on  the  New  York  Stock 
Exchange.  Fortunately,  Charles 
Schwab  has  ways  to  help  you 
simplify  the  task  of  finding  ones 
that  satisfy  your  investment  goals. 
Schwab's  Mutual  Fund  OneSource', 
for  example,  is  a  select  group  of  350 
no-load  mutual  funds,  including 
many  of  those  most  frequently  chosen  by  investors  and  financial 
advisors.  And  our  Mutual  Fund  Select  List"  details  historically  high-performing 
funds  available  through  Schwab. 

For  a  free  half-year  subscription  to  Schwab's 
Mutual  Fund  Select  List,  stop  by  one  of  our  more 
than  200  offices  or  call:  1  -SOO-S-NO-LOAD. 


CharlesSchwab 


Historically  High-Performin^ 
Mutual  Funds 

C/wTt.<  represent  growth  oj  a  hypothetical 
$10,000  investment  aver  a  mtdti'-ycar 
period  ending  9/30/95.  Assumes 
reinvestment  of  capital  gains  and  income. 

Founders  Speci.al 


Z5,0(X) 
20,000 
15,000 
10,C«0 
5,000 


— 

— 

- 

Value  of  investment:  $28,702 
Average  annual  returns  (as  of  9130195): 
1  year  +29.29%   5  year  +23.48% 
10  year +17.45% 


Neuberger  &  Herman  Guardian 


Value  of  irwestment:  $27,387 
Average  annual  returns  (as  of  9/30195) : 
I  year  +32.26%   5  ye,ir  +22.32% 
10  year  +16.16% 


Warburg  Pincus  Emerging  Growth 


$10,000 

25,(X)0 

20,000 

15,000 

10,000 

5.axi 

I*! 

m 

IW 

m 

m 

Value  of  mvesanent:  $30,720 
Aveiage  annual  returns  (as  of  9/30/95): 
I  year  +41 .54%    5  >&tr  +25.16% 
Since  incetxion  (1/21/88)  +18.45% 

H  DflJa  {ir(Mde.d  hs  Maminptor,  Inc . 
as  0/9/30/95.  Fundi  selected  from 
the  SchvMh  Mutual  Fwui  5dM  List  (Third  Quarter 
'95).  Thue  aiiiJ  350  niher}und%  ok  aiiiiltiHi; 
thiou^  the  Schwab  hAntual  Fund  (JncSouru. 


RflHT 


OneSource 


i  ( )  M  SCHWAB 


OneSource. 
The  Second  Schwab  Revolution. 


©1995  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE  (11/95).  Charles  Schwab  &  Co.,  Inc.  is  not  an  underwriter  tor  these  hinds.  This  information  should  not  be  constmed  as  a  recommendation 
w  endorsement.  A  free  prospectus  containing  more  complete  information  Including  management  fees  and  other  expenses  for  any  fund  Is  available  through  Schwab.  Please  review  the  prospectus  carefully  before  Invest- 
ing. Past  performance  is  no  guarantee  of  hiture  results.  Returns  will  vary  and  shares  may  be  worth  more  or  less  than  original  cost.  Schwab  receives  remuneration  from  Mutual  Fund  OneSource  companie.s.  Schwab's  stan- 
dard transaction  fee  will  be  charged  on  each  redemption  of  Mutual  Fund  OneSource  shares  bought  with  no  transaction  fee  and  held  for  90  days  or  less.  Schwab  reserves  the  right  to  assess  Schwab's  standard  transaction 
fees  in  the  future,  should  short-term  trading  become  excessive.  International  investing  Involves  additional  risk  to  principal  including  cunency  fluctuations,  political  Instability  and  foreign  regulation.  Certain  funds  may 
have  waived  a  portion  of  their  advisor  fee  during  a  specified  period.  Without  the  fee  waivers,  the  returns  for  these  funds  would  have  been  lower.  Not  all  funds  are  available  in  all  states. 


It's  his  life  savings. 


All  six  years  of  it. 

It  goes  into  the  bank  and  gets  processed 
into  the  system. 

Along  with  123,441  other  transactions. 

Will  it  be  handled  with  the  same 
accuracy  as  a  million-dollar  deposit? 

Absolutely.  The  bank  has  an  account 
with  OS/2. 


i 


Can  your 
software 
do  this? 


No  bank  c  ould  ever  survive  by 
oHering  accuracy  lor  "most"  ol 
their  transactions.  That's  why  20 
ol  die  top  30  banks  depend  on  08/2'  to  run  many  of 
their  computer  systems. 

It  gives  them  the  reliable,  32-bit  foundation  they 
need  to  build  a  distributed  information  system.  As  well 
as  the  perlect  environm(>nt  lor  applications  that  are  so 
vital  they  can't  go  down  for  even  a  second. 


It  also  lets  them  bring  all  of  their 
offices  and  banking  systems  together 
on  on<'  common  platlorm. 

Virtually  every  computer 
in  the  coinpany.  from  notebooks 
to  desktops  and  servers,  can  take  lull 
advantage  ol  OS/2 —  ensuring  seamless  eommunical  l  ii  ,  ,i 
throughout  the  cnlcr|»rise. 

OS/2  lias  delivered  ( j-ash  Protection"  and  tn  rcien, 


OS/2  Watp  Conned  Fullpack  is  available  Itom  IBM  lor  $189  by  calling  1  800 IBM-3333.  ext  EA115  In  Canada,  please  call  1  800  IBM  CALL,  exl  1290  Reseller  prices  may  vary  The  IBM  home  page  is  located  al  htlp  //www  ibm.com 
IBM  and  OS/2  are  registered  tiademacks  and  Crash  Protection,  the  OS/2  logo  and  Solutions  lor  a  small  planel  are  trademarks  ol  International  Business  Machines  Corporation  ©  1995  IBM  Corp,  All  rights  reserved 


itasldng  (allowing  a  wide  range  of  bank  services  to 
jocessed  simultaneously)  since  1992.  And  as  more 
iianies  come  to  depend  on  networked  environnients. 
Is  strengths  are  helping  them  succeed. 

But  hanks  arent  the  only  ones  who  are  using  it. 
I  (along  with  its  latest  release,  OS/2  Warj)  (ionnect) 
rd  at  work  every  day  in  insurance  companies,  last- 
checkout  systems,  automated  teller  machines  and 
le  reservations  — businesses  where  downtime  due 


to  a  computer  system  error  is  simply  not  an  o|>tion. 

Giv<'  us  a  call  at  I  »00  lBM-3333,  ext.  KA115,  or 
visit  our  Web  site  at  htt|)://\vww.  soltwarcil^nhcom  for 
all  nl  tlie  details.  We'll  [)ro\  ide  information  that  your 
company  can  reallv  hank  on. 


Solutions  lor  a  small  planet" 


Economic  Viewpoint 


BY  RUDI  DORNBUSCH 


FREE  MARKETS  WORK  BEST- 
BUT  THEY  NEED  A  LITTLE  TWEAKING 


MOVE  OVER: 
Statism  has 
had  its  time 
on  the  stage. 
Only  free 
economies 
assure  growth 
along  with 
opportunity 


Rudi  Dornbusch  is  professor  of 
economics  and  management  at 
Massacfiusetts  Institute  of  Tectinology 


In  the  broad  swing  of  the  ideological  pen- 
dulum, fi'ee-market  economics  has  become 
the  antidote  to  a  half-century  of  failed 
statism.  It's  become  clear  that  competition, 
self-reliance,  and  profits  are  the  driving  en- 
gines of  prosperity.  There  is  no  choice.  More- 
over, the  uncovering  of  vast  corruption  in 
statist  economies — France,  Italy,  Japan — 
makes  the  case  stronge)-.  Wherever  govern- 
ment gets  a  say  in  the  market,  officials  can 
routinely  expect  big-time  payoffs. 

Still,  many  doubt  the  promise  of  ft-ee  m-ar- 
kets.  Tr-ansition,  restructuring,  and  refoiTn  all 
too  often  seem  to  create  inequality,  wipe  out 
an  established  middle  class,  or  produce  wind- 
fall fortunes.  In  Russia,  antimarket  foi'ces 
stand  a  good  chance  in  the  upcoming  elec- 
tions; in  Eastern  Europe,  retreaded  commu- 
nists win  at  the  polls;  in  Latin  America,  skep- 
tics of  the  neolibei'al  experiment  command  a 
gi'owing  audience.  In  Western  Europe,  there 
is  much  talk  of  free  markets  but  not  "the 
American  way" — i.e.,  all-out  competition,  let 
the  chips  fall  where  they  may. 

But  at  this  critical  juncture,  there  is  no 
third  way.  Statism  has  had  its  time  on  the 
stage.  Pervasive  regulation,  public-sector  en- 
terprises, a  bloated  welfare  state  with  cnash- 
ing  tax  burdens  for  those  who  work — and 
absurd  levels  of  subsidies  for  those  who 
don't — have  failed  as  effective  alternatives  to 
decentralized  decision-making  and  the  hard 
edge  of  incentives,  private  choices,  and  their 
consequences. 

NO  SPECIAL  FAVORS.  The  transition  to  free 
markets  is  controversial  because  the  broad 
spread  of  prosperity  often  takes  a  long  time 
to  come  about.  In  the  meantime,  the  redistri- 
bution of  opportunities,  income,  and  wealth  is 
the  most  visible  i-esult.  Statist  economies  focus 
on  creating  jobs  for  everybody.  As  a  result, 
employment  is  high,  and  productivity  is  low. 
Shifting  to  free  markets  involves  job  losses 
and  wage  cuts  for  many.  True,  new  opportu- 
nities open  up,  but  for  every  winner  there  iU'e 
plenty  of  losers. 

Moreover,  the  move  to  fi'ee  markets  wipes 
out  the  privileged  position  of  businesses, 
workers,  and  politicians  who  benefited  from 
government  intervention  in  the  economy.  In 
the  great  reshuffling,  those  who  relied  on 
protection  and  favors  from  the  government 
are  out  in  the  cold,  while  innovators  who  spot 
new  opportunities  walk  away  with  huge  re- 
turns. The  public  sees  the  windfall  gains  but 


doesn't  see  the  risk-taking — and  certi 
doesn't  appreciate  the  pi'oposition  that  wii 
rewards,  progress  wiH  stall.  Of  coursel 
redistribution  of  wealth  is  often  only 
one  pocket  to  another:  Ukraine's  comm^ 
bosses  got  rich  in  capturing  the  meaties 
sets  in  a  self-administered  privatization.! 

"I  am  from  the  government,  I  am  hei 
help  you"  rings  hollow  today.  Econol 
leaves  no  doubt  on  the  basic  proposition:! 
vate  initiative  with  a  minimum  of  gov 
ment  interference  is  the  sui'est  way  to  cij 
the  biggest  pie.  There  is  no  reason  to  wa 
slow,  or  be  selective. 
SOCIAL  COHESION.  The  wholehearted 
tion  of  the  free  market  will  leave  many 
mixed  feehngs.  How  to  make  a  rough  tr| 
tion  come  about  more  easily?  You  don't 
to  feel  good  about  the  market — just  recoJ 
the  bankiaiptcy  of  all  forms  of  statism.  >i 
avoid  making  a  difficult  step  even  worse: 
cessful  reform  needs  an  environment  of  d 
perity  and  opportunity.  Labor  markets  il 
be  flexible;  othei-wise,  resti-uctuiing  just  ti| 
lates  into  mass  unemployment. 

At  the  same  time,  free  mai'kets  must  bJ 
diciously  supplemented.  There  is  a  neeJ 
regulate  so  as  to  avoid  market  failures,  n 
finance  to  anticompetitive  practices.  Ml 
over,  the  market-determined  distribution  o| 
come  and  wealth  may  pull  society  ad 
Creating  opportunities  by  education  anq 
removing  obstacles  to  competition  impd 
by  governments  or  unions  is  important,  d 
some  fiscal  redistribution  that  stops  shon 
being  a  disincentive.  The  aspii'ation  of  stril 
a  balance  between  market  forces  and  so 
cohesion  seems  a  good  idea  even  if  in  pra(| 
it  has  culminated  in  too  much  "social" 
too  httle  "market."  In  the  LI.  S.,  the  rusl 
abolish  welfai'e  should  also  include  jobs,  cl  ^jfjyj 
care,  and  education  vouchers  to  help  reb 
the  social  cohesion  essential  for  a  functioi 
market  economy. 

Finally,  the  worst  enemy  of  the  transi 
to  a  free  market  is  a  central  bank  staj 
fights  against  inflation  or  unduly  concer 
with  maintaining  a  hard  cuirency.  Stable 
moderate  inflation  is  important  for  econo 
pe)forTnance,  but  there  is  a  time  and  place 
everything.  In  Europe  today,  overdoing 
flation  fighting  and  playing  desperate  cunp 
cy  games  do  more  to  haiTn  the  cause  of  fie 
market  reform  than  all  the  ideological  deltf 
put  together 
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iruce  loves  bKyiei  z-vvay  paging  i 

...  /  ■     .  ■     :         ■  1 

Ocause  he's  guaranteed  that 
avid  gets  his  pages.  David  loves  I 
kyTel  2-Way  paging  because  he  can  reply  to  Bruce 
ght  from  his  pager. 


itroducing  SkyTei  2-Way  Paging. 

e  only  paging  system  with  Guaranteed  Delivery  !'  so 
ij're  always  sure  that  your  messages  arrive.  It  also 
s  you  reply  to  messages  directly  from  your  pager, 
'our  pager  can't  do  that,  call  1-800-815-9541 . 


t-995  SkyTei 


SkKTel'^. 

How  The  World  Stays  InTdiich' 

1  800  815  9541 


ne.w  ground  is  most  criti 


reakingp    
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>^    jet  engines 


air  conditioning  systems 
helicopters 


©    automotive  systems 
■  elevators 

jj^     aerospace  control  systems 


(Note:  pick  six) 


The  global  economy.  An  arena  where  companies  the  world 
over  compete  for  the  same  customers.  And  technology  advances 
at  warp  speed. 

How  do  you  stay  ahead  of  the  wave?  Make  sure  you're  first 
to  market.  As  Pratt  &  Whitney  was  with  its  jet  engines  for  the 
Boeing  777,  the  first  ever  certified  at  service  entry  for  three-hour 
over-water  operation. 

These  days,  unless  you're  first  with  product  breakthroughs, 
you  might  as  well  be  last. 


imilton  Standard 


UT  Automotive 


United 

Technologies 


Economic  Trends 


BY  GENE  KORETZ 

WHAT'S  SPOOKING 
HOUSE  BUYERS? 

Debt  and  layoff  jitters  are  rife 

A lot  may  be  riding  on  the  ability  of 
America's  housing  sector  to  bolster 
the  economy  in  the  yeai-  aliead.  Residen- 
tial investment  is  a  bellwether — normal- 
ly leading  the  way  in  upturns  and  down- 
turns— and  it  spiked  up  during  the 
summer  in  the  wake  of  shaiply  falling  in- 
terest rates.  Since  then,  though,  it  has 
been  losing  gi'ound.  "Tlie  housing  recov- 
eiy  has  apparently  stalled,"  says  econo- 
mist Lacy  H.  Hunt  of  hsbc  Holdings  Inc. 

Recent  omens  ai'e  hai'dly  cheeifiil.  Al- 
though mortgage  rates  are  now  at  their 
lowest  in  two  years,  housing  starts  de- 
clined in  October  for  the  tliir'd  month  in  a 
row.  Meanwhile,  existing-home  sales 
dropped  1.9%  in  October,  even  as  aver- 
age prices  of  such  houses  fell  1.1%- — on 
the  heels  of  a  2.7%  drop  in  September. 

To  be  sure,  the  Mortgage  Bankers 
Assn.'s  index  of  mortgage  applications  is 
up.  But  economist  Mauiy  N.  Hams  of 
PaineWebber  Inc.  thinks  this  may  be 

HOMEBUILDING  STARTS 
TO  WEAKEN  AGAIN 


1,5 


U.S.  HOUSING  STARTS 


JAN, '95 

A  MILLIONS.  SEASONALLY  ADJUSTED  ANNUAL  RATE 
DATA,  COMMERCE  DEPT 
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pailly  due  to  a  shift  toward  fixed-rate 
mortgages,  the  specialty  of  moilgage 
bankers.  More  important,  the  National 
Association  of  Home  Builders  reports 
that  its  housing  mai'ket  index,  which  re- 
flects its  members'  latest  views,  posted 
its  largest  drop  in  10  yeai"s  in  November. 

Why  the  sag  in  housing — in  the  face 
of  such  low  rates?  Both  Hunt  and  Hanis 
point  to  the  sluggishness  of  job  and  in- 
come growth.  With  household  debt  at  a 
record  92%-  of  aftertax  income  and  vrith 
mortgage  and  installment-debt  delin- 
quencies rising,  many  consumers  feel 
overleveraged,  says  Hunt. 

Hams  also  notes  that  banks  siu-veyed 
by  the  Federal  Reserve  in  November 
reported  they  had  started  tightening 


mortgage-loan  standards — for  the  fii'st 
time  since  1993.  And  feelings  of  job  in- 
security, I'einforced  by  the  recent  siu-ge 
in  coqjorate  layoffs,  may  be  detemng 
some  potential  home  buyers. 

If  the  housing  rebound  has  indeed 
been  derailed,  wanis  Hunt,  it  may  take 
strong  stimulative  action  by  the  Federal 
Reserve  to  put  it  back  on  track.  "My 
feai;"  he  adds,  "is  that  such  action  will  be 
too  little  and  too  late." 


YULETIDE  BOUNTY 
IN  OREGON 

Shoppers  reap  a  state  tax  rebate 

Though  most  U.  S.  retailers  are  wor- 
ried, there's  one  state  where  the 
Christmas  outlook  is  anything  but 
gloomy.  "In  Oregon,"  notes  economist 
John  W.  Mitchell  of  U.  S.  Bancorp  in 
Portland,  "consumers  ai'e  getting  a  $163 
million  present  from  the  state  just  in 
time  for  holiday  shopping." 

The  gift  comes  courtesy  of  Oregon's 
booming  economy  and  unusual  "kicker 
law"  governing  the  disposition  of  excess 
tax  revenues.  Passed  in  1979,  the  law 
requires  the  state  to  refimd  personal  and 
coiporate  income  tax  revenues  that  come 
in  more  than  2%-  above  the  amounts  pro- 
jected in  its  biennial  budgets. 

Such  rebates  usually  take  the  form  of 
credits  to  be  applied  against  tax  bills 
due  the  following  April.  Indeed,  that's 
the  way  coiporations  will  receive  theii" 
rebates  of  some  $167  milhon.  But  this 
year,  the  gop  legislatiu-e  decided  to  re- 
turn individuals'  shai-e  of  the  bounty  eai'- 
ly — tlu'ough  checks  mailed  at  the  start  of 
December.  For-  consumers,  Mitchell  fig- 
ures, the  average  windfall  comes  to  a 
tidy  $100  per  taxpayer 

IT  AIN'T 
JUST  PEANUTS 

A  princely  tab  for  U.  S.  farm  programs 

How  much  ai-e  agricultur-al  price  sui> 
}X)rls  costing  U.S.  consumer's?  In  the 
case  of  peanuts  and  sugar-,  the  number-s 
ar-e  documented  by  numermis  studies. 

Dating  fi-om  the  1930s,  the  peanut  pro- 
gr-am  aids  growers  via  pi-ice  supports, 
production  quotas,  and  import  ciu'bs.  Ac- 
cording to  the  General  Accounting  Of- 
fice, the  U.  S.  support  price  r-an  about 
45%  above  the  world  mar'ket  price  in  the 
1980s — ^[jr'oviding  quota  holder's  with  juicy 
net  retur-ns  of  at  least  51%  after  costs. 


i 
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What's  mor-e,  in  1991,  just  6,182  |o-; 
ducers — or  22%  of  Arner'ica's  pe;  at 
farmer's — owned  80%  of  the  quotas,  id 
at  least  half  of  the  quotas  are  rei  !dl 
out  to  other  pr'oducers.  The  GAO  red  is| 
that  consumer's  have  shelled  out  as  n  :h 
as  $500  million  e.xtra  a  year  for  pea:  ^1 
because  of  the  program. 

Similarly  with  sugar:  In  recent  y^ 
the  U.  S.  pr-ice  has  been  kept  at  air 
twice  the  aver'age  world  level — thro 
import  quotas,  a  high  tar-iff,  and  domd 
mar'keting  allotments.  While  the  fi 
gr'am's  annual  costs  to  consumers  h  - 
been  estimated  at  $1.4  billion  to  $1.6ll-a'« 
lion,  the  gao  figures  that  about  feOctsKt 
far-ms — less  than  1%  of  all  sugar  gr|ir-5jeici 
ers — receive  42%  of  the  $336  millioiiSi" 
benefits  reaped  by  gr'owers,  or  an  a;3 
age  of  $940,000  apiece.  . 

Given  the  costs  and  Congress'  zeal  irf' 
deregulation,  the  days  of  the  peanut  id 
sugai'  pr'ogr-ams  should  be  number'ed.  itf 
so  far-,  they  have  survived  the  buc  jttac 
war-s  relatively  unscathed.  f  ''^x^': 


ASIA'S  LOFTY 
FACTORY  RENTS 

They  tower  above  North  America 


The  worid's  nine  most  expens  e 
places  for  industrial  space,  with 
nual  rents  from  $11  a  square  foot  n 
Kuala  Lumpiu'  to  $37  in  Tokyo,  are  a. 
Asia,  r'eports  Collier's  Inter-national  Pi  - 
eity  Consultants  Inc.  And  some  of  3 
tightest  mar'kets  are  in  Eastern  Eurc  > 
Pr'ague  and  Budapest  have  vacancy  n?; 
of  0%.  and  2%,  *> 
r'espectively.  (The 
highe.st  vacancy 
rate  in  Collier's' 
survey  is  Mexico 
City's"25%.) 

By  contr'ast,  the 
cheapest  cities  for 
factory  or  ware- 
house space  ar'e  in 
North  America.  Of 
the  bottom  20, 
with  r'ents  of  $2  to 
$3  per  sq.  ft.,  14 
ar'e  in  the  U.  S., 
and  5  in  Canada. 
Most  of  America's 
bar'gain  cities  are 
in  the  Midwest, 
South,  or  South- 
west. The  best 
deal  in  the  83-city 
tally:  Kansas  City, 
with  rents  of  just 
$2  a  sq.  ft. 


vim 


A  GLOBAL  LOOK 

AT  FACTORY  RENl; 

ANNUAL  RENT  FOR 
INDUSTRIAL  SPACE 

DOLLARS  PER  SQ,  FT  * 
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Y  JAMES  C.  COOPER  &  KATHLEEN  MADIGAN 


rHERE  MAY  BE  A  RATE  CUT 
ilNDER  THE  TREE 


•  US.  ECONOMY 


LEADING  INDICATORS 
HEAD  SOUTH 


COMPOSITE  INOEX. 
OF  11  INDICATORS 


Christmas  is  in  the  air,  but 
will  the  Federal  Reserve  be 
1  a  jrift-giving  mood  when  its  policy  committee  meets 
n  Dec.  19? 

Until  recently,  the  betting  was  that  the  Fed  wouldn't 
at  interest  rates  until  the  budget  squabble  is  over 
nd  a  deficit-cutting  deal  is  in  hand.  But  amid  new 
igns  of  softness  in  the  economy — and  persistently 
ood  news  on  inflation — a  rate  cut  may  be  shaping  up 
n  economic  gi'cunds  alone,  even  if  Congress  and  the 
Wiite  House  remain  at  loggerheads. 
Top  Fed  officials  now  concede  that  the  economy 
as  taken  on  a  softer  tone  in  the  fourth  quarter,  led 
y  an  inventory  adjustment  that  is  taking  longer  than 
xpected.  They  also  believe  that  technological  change 
nd  its  impact  on  job  insecurity  is,  at  least  for  now, 
miting  upward  wage  pressure. 

The  same  policymakers  also 
assert  that  the  Fed  responds 
only  to  the  economy  and  the 
financial  markets,  suggesting 
that  a  budget  deal  is  not  nec- 
essarily a  prerequisite  for  an 
interest-rate  cut.  Vice-Chair- 
man Alan  S.  Blinder  has  been 
especially  outspoken  in  his 
support  for  an  easing  in  poli- 
cy, but  he  also  says  that  a 
monetary-fiscal  quid  pro  quo 
i  not  proper  Fed  policy. 

What  the  central  bankers  will  pay  particularly  close 
ttention  to  are  weak-looking  retail  sales,  the  malaise  in 
lanufacturing,  and  signs  that  housing  is  retracing 
Dme  of  its  earlier  gains  despite  low  mortgage  rates. 
Reports  from  a  broad  range  of  economic  players  all  look 
aler,  and  the  composite  index  of  11  leading  indica- 
)rs  dropped  0.5%  in  October  (chart).  Wliile  these  sig- 
als  aren't  flashing  recession-red,  they  do  at  least  shine 
aution  yellow. 

NDEED,  WHEN  THE  COMMERCE  DEPT.  unveils  its 

ew  chain-weighted  measm-e  of  gi'oss  domestic  product, 
Iso  on  Dec.  19,  the  economy's  yearly  gTowth  rate  for 
995  could  shift  downward  as  much  as  a  full  percentage 
oint  compared  with  the  current  3%  pace. 
The  new  measiu-e,  which  will  replace  the  present 
onstant  1987-dollar  readings,  is  likely  to  peg  thiixl- 
uarter  gdp  gi-owth  in  excess  of  3%.  But  by  all  indica- 
'Ons  so  far,  the  foiuth-quarter  pace  is  shaping  up  to  be 
^ell  below  that.  The  new  numbers  will  suggest  more 
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slack  in  the  economy  and  also  more  room  for  the  Fed 
to  cut  rates. 

The  economy's  more  somber  pace  was  evident  in 
the  Fed's  own  assessment  of  regional  activity  prepared 
for  the  upcoming  meeting.  The  Dec.  6  report,  known  as 
the  beige  book,  said  national  economic  activity  continues 
to  expand,  "but  at  the  somewhat  slower  pace  repoiled 
in  the  last  beige  book." 

The  report  characteiized  early  holiday  sales  as  mixed, 
but  it  did  point  to  strength  in  constmction,  as  evident 
in  the  Commerce  Dept.'s  October  report  on  constnaction 
spending  (chart).  Outlays  jumped  2.7%,  the  largest  in- 
crease in  SYz  years,  led  by  a  siu'ge  in  public  constniction. 

The  Fed  survey  also  reported  that  labor  shortages  in 
some  areas  were  lifting  wages,  a  point  that  gave  the 
bond  mai'ket  pause  after  the  report's  release.  However, 
the  roundup  also  noted  widespread  reports  of  retail 
price  discounting  and  that  inflation  remained  in  check. 

THE  BOND  MARKET  seems  increasingly  convinced 
that  a  softer  economy  and  an  eventual  budget  deal 
will  lead  to  less  inflation  potential  and  lower  interest 
rates.  The  yield  on  the  benchmark  30-year  Ti-easury 
bond  briefly  slipped  below  6%  on  Dec.  4  for  the  fii'st 
time  in  two  years,  and  on  Dec.  6,  the  yield  dipped  as 
low  as  5.96%  before  the  beige  book  came  out,  sending  it 
back  to  6.04%  at  the  close.  The  strength  in  bonds  is 
helping  to  fuel  the  surge  in  stock  piices. 

The  past  year's  drop  in 
bond  yields  of  more  than  two       STILL  SOME  BOUNCE 
percentage  points  has  oc-        IN  CONSTRUCTION 
curred  with  just  a  single 
quarter-point  cut  in  the  over-  ^'^ 

night  federal  funds  rate  by  3oo^  

the  Fed  on  July  6.  This  de- 
cline has  managed  to  produce 
the  flattest  yield  curve  in 
years,  with  only  a  half-point       ^  94  oci  95 

of  difference  between  the     abiluons of  1992  dollars 
rates  on  the  three-month  data  "e  dep. 

Treasury  bill  and  the  30-year  bond. 

A  more  normal,  upward-sloping  curve  seems  most 
likely  to  be  I'estored  with  an  adjustment  at  the  short 
end.  The  faU  in  long-tenn  yields  in  the  face  of  little 
movement  in  short-term  rates  suggests  an  outright 
reduction  in  inflationary  expectations.  That  alone  would 
be  grounds  for  the  Fed  to  justify  a  further  easing  of 
short  rates. 

Of  course,  with  the  bond  market  already  expecting 
up  to  a  half-point  of  Fed  easing,  along  with  a  credible 
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deficit-cutting  budget  deal,  the  danger  is  a  backup  in 
rates  if  these  events  fail  to  materialize  at  a  time  when 
the  economy  is  looking  less  hardy. 

In  paiticular,  after-Thanksgiving  retail  sales  still  look 
weak  by  nearly  all  readings,  including  those  from  Tele- 
check  Services,  the  International  Council  of  Shopping 
Centers,  and  Mitsubishi  BankAVertheim-Schroder.  The 
widely  followed  survey  by  Johnson  Redhook  Service 
showed  that  sales  at  department  and  chain  stores  fell 
1.6%  for  the  week  ending  Dec.  2,  getting  the  month  off 
to  a  poor  start. 

At  the  same  time,  the  factoiy  sector  remains  hstless, 
with  gTowing  evidence  that  further  inventory  adjust- 
ment is  restraining  output  and  employment.  Durable 
goods  orders  dipped  1%  in  October,  although  they  had 
risen  in  both  August  and  September  And  first-time  job- 
less claims  are  trending  higher. 

FACTORY  SLUGGISHNESS  continued  in  November, 
says  the  National  Association  of  Purchasing  Manage- 
ment. The  napm's  index  of  industrial  activity  slipped 
further  in  the  month,  to  46.5%  from  46.8%  in  October. 
A  reading  below  50%  implies  that  activity — measured 
by  a  composite  of  orders,  output,  employment,  invento- 
ries, and  dehvery  times — is  weakening.  The  index  has 
been  below  that  mark  for  four  consecutive  months. 

The  napm's  index  of  delivery  times  is  one  of  the 
many  indicators  known  to  strike  the  fancy  of  Fed 
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Chairman  Alan  Greenspan.  In  November,  an  increai 
percentage  of  vendors  reported  faster  deliveries.  Tl 
a  sigTi  of  increasing  market  slack  and  thus  of  war 
price  pressures  (chart). 

Indeed,  the  napm's  price  index  showed  that 
prices  paid  by  companies  for  materials  and  sup 
fell  for  the  fourth  consecutive  month,  and  the  pure 
ers  reported  little  success  in  passing  along  price  h: 
that  had  occurred  earlier  in  the  year 

Greenspan  also  has  taken 
note  of  a  special  question  put 
to  the  purchasers  about  inven- 
tories. The  survey  shows  that 
a  sizable  49%  of  the  respon- 
dents characterized  invento- 
ries of  final  goods  as  being  too 
high.  The  risk  is  that  an  in- 
ventory adjustment,  which 
pr'ovoked  the  July  rate  cut,  if 
drawn  out,  could  feed  back  on 
jobs  and  consumer  spending. 

Against  this  backdrop  of  soft  data,  negligible  in. 
pressures,  and  bond  market  expectations,  not  to  n^i 
tion  Vice-Charrman  Blinder's  public  pressure  for-  a  si' 
cut,  Greenspan  might  well  accede  to  a  small  qua) 
point  easing  at  the  Dec.  19  meeting.  A  rate  cut  in  : 
cember  will  do  little  to  pump  up  this  year's  holie 
sales,  but  it  will  help  to  spread  good  cheer  in  YMV 
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THIS  TURNAROUND  LOOKS  A  MITE  TENTATIVE 


The  Canadian  economy  staged 
a  third-quarter  rebound,  but 
the  solid  performance  does  not 
preclude  a  cut  in  interest  rates  by 
the  Bank  of  Canada. 

Real  third-quarter  gr'oss  domes- 
tic product  gr'ew  at  an 
annual  rate  of  2.1%,  af- 
ter faUing  0.6%  in  the 
second  quarter.  But  al- 
most all  gr'owth 
stemmed  from  boom- 
ing U.  S.-Canada  trade 
(chart).  Exports 
surged  by  a  9.9%^  pace 
while  imports  gi-ew  by 
0.8%  last  quarter.  On 
Nov.  30,  Statistics 
Canada  reported  separately  that 
the  curr-ent  account  deficit  nar- 
rowed to  C$3.39  billion  (U.  S.  $2.5 
billion)  in  the  thir-d  quarter,  the 
smallest  deficit  in  eight  years. 
The  turnaround  in  trade  is  the 
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result  of  a  cheap  Canadian  dollar 
and  a  robust  third-quarter  econo- 
my in  the  U.  S.,  which  purchases 
80%  of  Canada's  exports.  Export 
growth  may  not  be  as  strong  this 
quarter,  though,  because  the 
U.  S.  economy  is 
slowing  and  the  Ca- 
nadian dollar  has  sta- 
bilized at  an  admit- 
tedly weak  exchange 
rate  of  around  73 
U.  S.  cents. 

That  means  Cana- 
dian gTowth  will  de- 
pend on  domestic  de- 
mand, and  the  news 
her*e  is  not  all  good. 
Business  spending  is  likely  to  re- 
bound after  it  unexpectedly  fell 
by  2.2%'  last  quarter.  But  consu- 
mer spending,  up  2.5%  in  the 
thhxl,  may  be  held  back  by  ex- 
tremely low  confidence  r-eadings 


and  a  weakening  job  market.  In 
November,  the  unemployment 
rate  remained  at  9.4%  as  payroll! 
lost  44,000  jobs  after  a  small 
20,000  gain  in  October. 

The  economy  also  will  be  hurt 
by  cutbacks  in  public  spending  ai 
both  the  federal  and  provincial 
levels.  On  Nov.  29,  the  recently 
elected  government  in  Ontario  ar 
nounced  the  largest  spending  cut 
in  its  history:  a  total  of  about  10' 
for  the  1996-97  fiscal  year. 

Private  analysts  forecast  that 
real  gdp  is  likely  to  grow  at  aboi 
2%  this  quarter,  but  tighter  fisca 
policy,  along  with  the  firaier  tone 
of  the  dollar,  is  raising  expecta- 
tions in  the  financial  markets  of 
rate  cut  by  the  Bank  of  Canada. 
The  odds  are,  though,  that  the 
BOC  will  wait  until  after  the  U.  S. 
Federal  Reserve  sets  its  own  jt^ 
agenda  on  Dec.  19.  W 
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After  failing  to  program  his  VCR  for  the  last  time, 
Tiny  welcomed  the  simplicity  of  his  HP  ScanJet  scanner. 


Introducing 
the  HP  ScanJet  4c 

From  set  up  to  start  up,  fix)m 
software  installation  to  image 
capture,  the  HP  ScanJet  4c 
makes  the  whole  scanning 
process  easier  2400-dpi  en- 
hanced resolution  (600-dpi 
optical),  internal  30-bit  color, 
and  1,024  levels  of  gray  pro- 
duce documents  that  are  rich, 
detailed,  and  impactful.  The 
HP  ScanJet  4c  also  includes 
image-editing  software,  OCR 
software  for  text  recognition, 
and  new  software  for  electronic 
file  distribution  and  manage- 
ment Fbr  more  information, 
call  1-800-SCANJET,  Ext.  1022? 


$995* 

The  easiest  thing 
you'll  do  all  day. 


»sllmal.-il  I  S  ii'ljil|in.r  Ai  (lul  inii  r  HMj  win  I  Ird  ^iinkI.i  .  ,,11  l,5l)0-:is7- 1Sij7  Ur|,i  Ji,:, 
»««  us  on  the  WoritI  Mile  Wcli  al  http://nw.hp.com/inro/la2  6I9()5  Hewlcll-Pat kaul  PE12580 
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Microsoft  still 
dominates  the 
biz-but  the  Web  is 
changing  the  rules 

At  the  annual  Comdex  computei- 
industry  gathering  in  Las  Vegas 
last  month,  WiUiam  H.  Gates  III 
passed  several  late-night  hours 
playing  Wgh-stakes  poker  in  a  far  comer 
of  the  Mirage  casino.  It's  an  old  pas- 
time from  the  40-year-old  Microsoft 
chairman's  college  days. 

Now  for  the  really  high  stakes.  The 
tough  hands.  The  wily  adversaries.  On 
to  the  Internet.  Gates  has  been  caught 
remarkably  flat-footed  by  the  birth  of 
the  raucous  World  Wide  Web.  He  ac- 
knowledged as  much  last  May  when  he 
fired  off  a  widely  leaked  internal  memo 
urging  every  employee  to  make  the 
Internet  a  top  priority. 

Since  then,  quicker  rivals,  such  as 
Netscape  Communications  Corp.  and 
Sun  Microsystems  Inc.,  have  grabbed 
the  leafl  and  are  setting  the  agenda.  In 
a  seiies  of  stunning  announcements  dui- 
ing  the  fu'st  week  of  December,  more 
than  30  companies — including  IBM,  Ora- 
cle, Apple  Computer,  and  Silicon  Graph- 
ics— committed  to  building  Internet 
softwar-e  ai'ound  Sun  and  Netscai)e  stan- 
dards. Says  James  H.  Clark,  chainnan 
and  founder  of  Netscape:  "The  Inter- 
net basically  blew  apart  f Microsoft's] 
whole  strategy." 

Now,  Gates  is  scrambling  to  refine  a 
game  plan  for  the  Web  era.  Retuming 
to  his  Redmond  (Wash.)  office  after  a 
two-week  trip  to  promote  his  book  The 
Road  Ahead.  Gates  wi'estled  with  de- 


tails of  a  Dec.  7  briefing  with  analysts 
and  reporters.  The  event's  purpose:  to 
erase  the  public  perception  that  Micro- 
soft Coi"]3.  is  lagging  behind  rivals — and 
lay  out  the  company's  role  on  the  Net. 

On  the  eve  of  the  meeting,  vaiious  in- 
itiatives were  still  being  considered  by 
Microsoft's  brain  trust — including  sup- 
porting the  Java  progi"amming  language 
from  the  Netscape/Sun  camp.  Among 
the  definite  plans:  the  introduction  of  a 
product  called  VB  Script,  which,  like 
Java,  can  be  used  to  wi-ite  applications 
that  work  across  the  Web;  renaming 
the  forthcoming  Blackbii'd  "authoring" 
language  (originally  intended  only  for 
the  Microsoft  Network)  as  Internet  Stu- 
dio; and  repositioning  msn  from  a  pro- 
prietary service  to  more  of  a  Web  site. 
The  company  is  also  accelerating  plans 
to  make  all  of  its  programs  Web-compat- 
ible. For  instance,  its  Internet  Informa- 
tion Server  will  be  included  in  versions 
of  Windows  NT. 

MORE  TO  COME.  Meanwhile,  an  ever-in- 
creasing portion  of  the  company's  re- 
search-and-development  budget  is  be- 
ing dedicated  to  Internet  projects,  say 
insiders.  Microsoft  is  also  expected  to 
unleash  a  steady  stream  of  Internet  and 
Web  announcements  in  coming  months. 

Will  it  be  enough?  That  depends  on 
how  fast  Microsoft  can  move.  "Name 
one  product  that  Microsoft  announced 
that  they  shipped  with 
in  two  years  of  when 
they  started  talking 
about  it,"  snipes 
Sun  CEO  Scott  G. 
McNealy.  With 
each  new  an- 
nouncement, 
meanwhile, 
the  coalition 
around  Sun 
and  Net- 


scape  becomes  more  foi'midable.  A  (f^m.  fi- 
en  companies  are  licensing  Java,  a  p- 
gramming  system  that  makes  it  ps- 
sible  to  zaj3  little  progTams — applets-teifjpr 
any  device  on  the  Web.  Applets  canpt(oupj 
used  to  create  "active  content" — sayRjsttie^ 
animated 
weath- 


er  map  that 
reflects  changing  condi 
tions  in  real  time  or  a  Ic 
application  with 
own  calculator 

In  fact,  progrg 
ming  such  as  Java  n 
make   it  possible 
cmise  the  Net  withou 
PC — and  without  Micros 
software.    A  half-do: 


k  Java 

incliid, 


r  ( 


5)  cost 


Microsoft's  trickiest  task  will  be  catching  up  with  Java-fa^ 
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MICROSOFT'S  CHALLENGES 


■  STANDARDS  The  industry 
is  coalescing  around  new 
nternet  standards,  such  as 

JavaScript,  a  World  Wide  Web 
programming  language  from 
Netscape  Communications 

■  WEB  CRUISERS  Makers 
of  computers  and  chips  are 
developing  inexpensive, 
stripped-down  devices  for 
hooking  in  to  the  Net  without 
any  Microsoft  software 

■  ANTITRUST  PROBE  The 

Justice  Dept.  is  renewing  its 
investigation  into  alleged 
anticompetitive  behavior- 


iMjcrosoft ... 

npanies,  fr'om  Sun  to  Oracle  to  ibm, 
;  talking  about  low-cost  Intei'net  box- 
that  would  sell  for  a  fraction  of  the 
ce  of  a  PC.  Some  pundits  predict  that 
one  companies  will  give  these  gadgets 
ay  as  they  do  cellular  phones  now. 
Meanwhile,  Java  is  spreading  across 
3  computer  landscape.  Some  30  com- 
nies  have  signed  up  for  JavaScript,  a 
ogram  from  Netscape  that  makes 
iating  Java  applets  much  easier.  It 
11  be  included  in  the  next  version  of 
;tscape's  popular  Web  "browser"  and 
10  will  be  distributed  to  developers 
It  no  cost  over  the  Internet. 

In  the  battle  for  publicity,  Java 
has  ah'eady  won.  In  reality,  the  era 
of  Web-based  progTamming  is  just 
dawning,  and  Microsoft  hasn't 
really  lost  anything  yet.  In  fact, 
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it  has  a  major  strength  in  its  Visual 
Basic,  a  language  now  used  by  3  miUion 
progi'ammers  to  create  Windows  appli- 
cations. The  new  vb  Script,  based  on 
Visual  Basic,  will  move  those  progi-am- 
mers  to  the  Web.  And  Microsoft's  Ob- 
ject Linking  &  Embedding  (ole)  tech- 
nology is  being  adapted  to  let  software 
"objects"  communicate  over  the  Net, 
potentially  to  create  Java-like  applets. 

In  some  quarters,  Microsoft's  tech- 
nology is  compelling.  Marc  Benioff, 
senior  vice-president  for  Oracle's 
WebAVorkgroup  Systems  unit,  says  his 
company  plans  to  use  both  Java  and 
Microsoft's  vb  Script.  Microsoft,  in  turn, 
will  use  Oracle's  browser  technology. 

Microsoft's  biggest  trump  card  is  the 
huge  base  of  customers  who  use  Win- 
dows 95  and,  increasingly,  Windows  NT. 


These  days,  Wmdows  95  is  shipped  with 
software  for  the  Microsoft  Network, 
which  is  being  repositioned  as  a  gate- 
way to  the  Internet.  The  company  also 
plans  to  include  its  Internet  Explorer 
Web  browser  in  future  versions. 
HIDDEN  HAND.  But  does  the  market 
imdei"stand  that?  Gates  admits  he'll  have 
to  work  to  convince  the  world  that  his 
company  can  adapt  to — and  prevail  in — 
the  new  order.  "Java  is  the  language 
that  is  the  darling  of  the  industry  right 
now,"  concedes  Gates.  "It's  a  good  exam- 
ple of  how,  in  this  industry,  people  are 
always  looking  for  the  next  thing  that 
will  unseat  the  giants." 

Ultimately,  Microsoft  may  have  to 
support  Java.  It's  ahnost  certain  to  build 
some  Java  compatibility  into  its 
Internet  Explorer  Web  brow- 
ser— perhaps  early  next  year — 
customers  will  be  able  to  handle 
Java  applets.  Even  so,  the  competi- 
tion isn't  discounting  Microsoft's 
considerable  clout.  "I  never 
write  them  off.  They're  still  in 
a  position  of  intense  power," 
says  Clark.  Adds  Netscape  co-founder 
Marc  Andreessen:  "I  don't  think  Micro- 
soft has  played  its  hand  yet." 

No  question,  Microsoft  retains  a 
mighty  hand.  Even  as  the  Sun-Netscape 
gang  was  announcing  its  new  reciTiits, 
the  Justice  Dept.  was  raising  questions 
about  Microsoft's  alleged  anticompeti- 
tive behavior  In  recent  weeks,  the  feds 
have  sought  information  from  online- 
service  providere,  including  CompuServe 
Inc.  and  Netcom  On-Line,  signaling  a 
new  twist  in  its  long  probe.  The  ques- 
tion: Has  Microsoft  intentionally  built 
into  Windows  95  code  that  prevents  ri- 
val software  progi'ams  from  linking  a 
PC  to  online  services  and  the  Internet? 
Microsoft  denies  such  accusations. 

To  date,  the  feds  haven't  shown  a 
ti"ue  willingness  to  take  on  Microsoft. 
And  few  industry  experts  think  Mi- 
crosoft's Internet  woes  are  insurmount- 
able. Says  Tim  Bajarin,  president  of  re- 
searcher Creative  Strategies  Research 
Intel-national:  "If  they  play  their  cards 
right  and  make  sure  future  apphcations 
and  progi'amming  languages  are  Inter- 
net-ready, they  will  come  from  behind 
and  become  a  leader."  There  aren't  too 
many,  certainly,  who  will  bet  against 
Bill  Gates. 

By  Amy  Cortese  in  New  Yark,  vrith 
Kathy  Rebello  and  Robert,  D.  Hof  in 
San  Francisco,  and  Catherine  Yang  in 
Washington 


jdes  Gates:  "[It's]  the  darling  of  the  industry  right  now" 
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IT'S  BEGINNING  TO  LOOK 
A  LOT  LIKE  OVERSTOCK 

With  sales  lukewarm,  PC  dealers  scramble  to  clear  the  shelves 


For  computer  makers,  the  Grineh  is 
not  about  to  steal  Chiistmas.  But  he 
may  make  a  January  appearance. 
The  fomth  quarter  is  shaping  up  as  a 
strong  one,  with  retail  sales  of  home 
computers  up  35%  over  last  year,  to 
more  than  3  million  units.  But  for  per- 
sonal-computer makers  and  retailers, 
strong  isn't  good  enough.  They  had 
hoped  sales  would  double  during  the 
all-important  holiday  season — ^.just  as 
they  did  last  yeai".  If  I'etailei's  ordered  to 
their  expectations,  and  there's  evidence 
some  did,  look  for  fire-sale  prices  on 
popular  entry-level  models  in  January. 

Fearing  that  prospect,  stores  are  try- 
ing to  clear  their  shelves  by  Christ- 
mas— to  the  glee  of  consumers.  Among 
the  goodies:  Circuit  City  has  been  giving 
away  printei-s  with  Pc  purchases,  and 
Best  Buy  has  sold  comjjuters  below  cost 
in  some  mai'kels,  hoping  to  build  store 
traffic. 

WORKING  THE  AiSLES.  Most  chains  are 
letting  customers  defer  payments  or 
finance  charges.  Computer  City  of- 
fers one  American  Aii-lines  frequent- 
flier  mile  for  each  dollar  spent.  The 
deals  are  drawing  in  customers — if  not 
the  expected  blockbuster  crowds.  "At 
this  point,  we're  very  happy  with  the 


Christmas  quarter,  and  we  expect  it  to 
continue,"  says  Lawrence  N.  Mondry, 
executive  vice-president  for  merchan- 
dising at  CompUSA  Inc.  in  Dallas. 

So  fai;  excess  inventoiy  seems  limited 
to  a  few  manufactui'ers.  Apple  Comput- 
er Inc.  cut  prices  by  as  much  as  25% 
and  Hewlett-Packard  Co.  by  about  10% 
shortly  after  Thanksgiving,  an  indica- 
tion that  computers  were  sitting  in 
storerooms.  Apple  also  hh-ed  800  peojjle 
to  work  the  store  aisles.  But  retailers 
say  Apple's  sales  are  still  sluggish.  "Ap- 
ple is  the  biggest  disappointment  of  the 
Chiistmas  season  by  far,"  says  a  retail 
executive,  who  says  sales  at  his  stores 
are  down  30%  from  last  year.  As  for 
Hewlett-Packard,  "it's  seeing  good  sell- 
thi-ough,  but  retailers  placed  a  huge  bet 

THE  BIG  FIVE 

ESTIMATED  U  S.  RETAIL  PC  SALES  FOR  THE  FOURTH  QUARTER 
3.04  MILLION  UNITS 


COME-ONS 
Circuit  City  has 
been  giving 
away  printers 
with  PC 
purchases. 
Otiier  stores 
are  selling  gear 
below  cost 
to  build  traffic 


m 
(it 


on  HP  and  have  t 
very  large  inve: 
ries,"  says  Va^ 
Zlotnikov,  technol 
analyst  at  ^ 
York's  Sanford 
Bernstein  &  Co. 

Even  Packard 
Electronics 
seems  to  be  dc 
well.  For  weeks 
mors  flew  that  Pi 
ard  Bell  was  floo 
with  low-end  mo( 
built  around  Intel  Corp.'s  Pentium 
chip.  But  CEO  Beny  Alagem.  says:  ' 
have  no  excess  of  Pentium  75s" — ^wl 
start  at  about  $1,500.  Confirms  one 
taller:  "Not  only  doesn't  Packard 
have  an  inventory  problem,  it  is  shoi  kerejust 
product."  Still,  analysts  expect  its  s; 
to  rise  by  only  20%  to  30%  this  qi 
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tie  fin; 


ti  Willi 

ofttie 
tbat  ii 


fntkii 
inve; 

ter — slower  than  the  mai'ket  is  grow  l)™-^ 
MOMENTUM.  Tliat's  because  Packard  M  and 
is  facing  intense  competition.  L 
Christmas,  as  the  home-PC  mar 
swimg  toward  Pentium  models, 
paq  Computer  Corp.  didn't  offer  i 
ancl  IBM  had  underestimated  dems  il2 
Now,  both  have  plenty  of  home-orier 
Pentium  models  and  are  doing  w  iopayGr 
Sean  Burke,  Compaq  home-PC  marl 
ing  director,  says  sales  have  been  "v 
solid  overall  for  all  of  our  produc 
Other  powerful  players  aggi'essively  h 
tered  the  consumer  market  this  via 
including  Hewlett-Packard,  Dig?. 
Equipment,  and  Japan's  NEC. 

Which  companies  are  bulling  mtV 
Big  newcomers  are  taking  market  sh'- 
away  from  no-name  and  store-lu  ;  ' 
makers  as  the  industiy  consolidates  i:i 
the  top  five  players.  Such  brands  i; 
AST,  Pionex,  and  Compudyne — the  hoji^..!  a^u 
brand  of  CompusA — ha\e  lost  a 
chunk  of  the  pie.  at&t  and  Lead 
Edge  PCS  have  nearly  disappeared  fx 
store  shelves. 

If  retailers  keep  up  the  moment 
for  a  few  more  weeks,  they  will  pr 
ably  avert  a  price  crash  in  January.  1 
spite  talk  of  consumer  pi-eference 
the  biggest  and  fastest,  Pentium 
are  still  the  best-sellers.  "Look  \^ 
buys  at  Chiistmas — entry-level  buyei 
says  Alan  C.  Bush,  president  of  Tar 
Corp.'s  Computer  City  division.  "Tl 
want  P-75s,  so — regardless  of  invent 
problems — we'll  sell  more  of  them  tl 
any  other  computer  this  ChiistmE  a  t; 
Better  happen  that  way.  Othenvi  ier, 
January  could  bring  a  post-holic 
hangover  for  computer  retailers. 
By  Lan-y  Armstrong  in  Los  Angei 
with  Gary  McWilliams  in  Houston  filfstri,,"'' 
Peter  Burrotvs  in  San  Francisco 
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RACE  UNDER  FIRE 
NCE  AGAIN 

;pin-off  of  National  Med  is  put  off  as  the  feds  begin  a  probe 


was  in  the  bag.  Dr.  Constantine  L. 
lampers  had  been  passed  over  for 
he  top  job  at  W.  R.  Grace  &  Co.  But 

prospective  consolation  prize  was 
I  indeed:  In  June,  Grace  had  agi'eed 
jpin  off  National  Medical  Care  Inc., 

$1.9  billion  dialysis  company  Ham- 
s  had  founded,  then  sold  to  Grace, 
tnpers  would  retain  management 
trol  of  the  unit  and  as  much  as  a 
0  stake  for  him  and  his  team. 
?ut  that  deal  isn't  going 
•where  just  now.  The  gov- 


had  disclosed  that  nmc's  LifeChem  lab- 
oratory division  had  collected  $4.9  mil- 
lion in  overpayments  from  Medicare 
because  of  billing  problems.  LifeChem 
repaid  the  amount. 

While  Grace  is  still  conducting  its 
own  audit,  nmc  says  it  beheves  it  has 
been  in  "material  compliance"  with  ap- 
pHcable  laws  and  regulations.  But  two 
other  gTand  jmy  investigations,  initiated 
last  spring,  are  questioning  whether 


GRACE  S  TROUBLED  SUBSIDIARY 


ment  has  initiated  a  vdde               ^          th'f       fN  f      I  M  ri'  in 
ging   investigation   into   ment  investigations  may  have 


buoyed  by  a  successful  spin-off.  Now, 
though,  Costello  says  that  outcome  has 
been  delayed  at  least  until  early  1996. 

No  siuprise,  then,  that  Grace  is  invit- 
ing new  suitors,  either  for  a  pm-chase  or 
some  form  of  joint  venture.  Investors 
and  analysts  say  four  companies  are 
interested:  Baxter  International,  the 
largest  supplier  of  dialysis  products; 
Vivra,  the  second-largest  provider  of  di- 
alysis services  in  the  U.  S.;  Swedish  di- 
alysis pi'oducts  manufacturer  Gambro; 
and  Fresenius,  a  German-based  dialy- 
sis equipment  maker  All  four  compa- 
nies did  not  comment. 
ABUNDANT  CASH.  The  question  is  price. 
Hampers  originally  proposed  to  buy 
NMC  for  $3.5  billion,  a  deal  rejected  in 
favor  of  a  tax-free  spin-off.  To  get  the 
same  value  as  the  spin-off,  a  buyer 
would  have  had  to  lay  out  $4  billion 
to  .$4.5  billion.  Now,  Bear, 
Stearns  &  Co.  analyst  Jeffrey 
J.  Cianci  says  the  govern- 


:'s  business  prac- 
is,  and  Grace  is 
ducting  an  inter- 
audit  to  satisfy  a 
sortium  of  lenders 
;d  up  to  provide 
$1.2  bilhon  spe- 
:  dividend  nmc 
i  to  pay  Grace.  In 
e  the  financing 

5TELLO:  He  had 

)ed  to  shed  NMC 
yearend 


s  thi'ough — a  distinct  pos- 
ihty — Grace  is  talking  to 
er  suitors  about  a  sale, 
n-off,  or  combination. 
\nd  Hampers  no  longer 
;lds  much  power.  A  few 
nths  ago,  Grace's  execu- 
i  vice-president  threatened 
leave  and  take  nmc's  top 
nagement  with  him  unless 
!  spin-off  deal  was  done, 
w,  "Gus  Hampers ...  is  not  going  to 
the  person  responsible  for  making 
I  decision  of  what  happens  to  nmc," 
's  an  outside  adviser  to  Grace.  "He 
y  have  a  strong  suit,  but  the  rest  of 
!  directors  and  [Grace  Chief  Ex- 
itive  Albert  J.]  Costello  hold  the 
mp  card." 

iGERING  DOUBTS.  Hampers'  credibil- 
with  investors  has  been  severely 
akened  by  a  string  of  charges 
linst  the  operation  he  dominates.  In 
tober,  the  U.S.  Health  &  Human 
rvices  Dept.  and  the  U.  S.  Attorney 
Massachusetts  began  investigations 
0  billing  practices  at  nmc's  dialysis, 
oratory  services,  and  home  health- 
'6  divisions.  The  month  before,  Grace 


MAY  1  Albert  J.  Costello,  former  American 
Cyanamid  CEO,  is  named  Grace's  CEO, 
besting  Constantine  L.  Hampers,  chairman 
of  Grace's  National  Medical  Care  unit 

MAY  4  Hampers  presses  Costello  to  accept 
a  $3.5  billion  management  buyout  of  NMC, 
a  kidney  dialysis  and  health-care  operation 

JUNE  14  Grace  directors  opt  to  spin  NMC 
off  to  management,  proposing 
that  NMC  pay  Grace  a  $1.2 
billion  dividend  in  the  split 

OCT.  18  Federal  and  state 
agencies  serve  five  investiga- 
tive subpoenas  against  NMC  concerning 
suspect  Medicare/Medicaid  payments  and 
reimbursements 


DEC.  4  Grace  announces  a  delay  in  the 
NMC  spin-off,  and  initiates  talks  with  other 
companies  about  possible  sale  of  the  unit 
or  other  transactions;  The  New  York  Times 
begins  a  series  of  scathing  articles  on  the 
company 


NMC  sold  defective  products  and  made  il- 
legal payments  to  nmc  medical  direc- 
tors. And  a  scathing  recent  series  in 
The  New  York  Times  questioned  quahty 
control  and  nmc's  aggi'essive  competi- 
tiveness. As  the  investigations  mount. 
Hampers  "has  fewer  and  fewer  allies 
in  the  shareholder  base  and  the  top 
management  of  Grace  in  tenns  of  the 
way  he  has  nm  nmc,"  says  one  analyst. 
"It  couldn't  look  worse  for  him." 

Which  isn't  to  say  that  Costello  is 
beaming.  The  ceo,  who  came  to  Grace 
in  May,  had  hoped  to  shed  the  health- 
care unit  by  yearend  to  concentrate  on 
Grace's  specialty  chemicals  businesses. 
His  compensation  hinges  largely  on 
Grace's  stock  price,  which  would  be 


taken  $300  million  of  nmc's 
value.  The  drop  in  Grace's 
stock  price  implies  an  even 
bigger  hit:  Analysts  say  nmc 
accounts  for  just  $16  of 
Grace's  $62  share  price,  down 
40%  from  the  estimated  valu- 
ation nmc  carried  after  the 
spin-off  was  announced. 
That  said,  nmc  remains  "a 
valuable  asset  and 
could  have  huge 
potential  synergies 
with  prospective 
buyers,"  says  An- 
drea Schaefer,  an  an- 
alyst at  UBS  Secur- 
ities Inc.  And  the 
most  likely  buyer  re- 
mains Baxter.  Next 

HAMPERS:  He  lias 
lost  support  among 
stocJiholders 


year,  Baxter  will  split  itself 
into  two  operations;  nmc,  whose  operat- 
ing profit  last  year  reached  $333 
million,  would  provide  abundant  cash  to 
the  newly  formed  medical  technology 
company. 

Indeed,  Baxter  had  been  in  talks  with 
NMC  about  an  acquisition  last  year,  but 
the  deal  was  scuttled,  according  to 
Hampers,  over  "control  issues."  Ti'ansla- 
tion:  Hampers  wanted  to  run  the  show. 
These  days,  Grace  says,  he's  still  in- 
volved in  the  talks — and  his  personal 
relationship  with  Ba.xter  ceo  Vernon  R. 
Loucks  Jr  might  guarantee  some  fu- 
ture management  or  consulting  role. 
But  he  likely  won't  end  up  on  top. 

By  Gail  DeGeorge  in  Miami,  ivith 
Ron  Stodghill  II  in  Chicago 
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WHY  IS  A  UWYER 
RUNNING  RJR  NABISCO? 

Its  new  CEO  knows  the  company-and  its  legal  woes  are  legion 


Back  in  1988,  when  F.  Ross  John- 
son, then  chaiiTTian  of  rjr  Nabisco 
Inc.,  was  muUing  a  leveraged  buy- 
out of  the  company,  his  attorney,  Steven 
F.  Goldstone,  is  said  to  have  thought  it  a 
distinctly  impnadent  idea. 

It  surely  was:  The  ensuing  seven 
years  saw  the  home  of  Oreos  and  Camel 
cigarettes  taken  over  and  eventually  re- 
linquished by  Kohlberg  Kravis  Roberts 
&  Co.  It  was  leveraged,  downsized,  and 
partially  split  apait  as  Johnson  and  four 
other  CEOS  came  and  left.  Since  the  lbo, 
the  company  has  had  to  pay  down 
about  $20  billion  in  largely  lbo- 
related  debt. 

But  Goldstone  is  back,  and  now 
he's  running  the  joint.  In  a  sur- 
prise move  at  a  Dec.  5  meeting, 
R.JR  Nabisco's  board  appointed  the 
49-year-old  attorney  as  the  food 
and  tobacco  giant's  new  ceo. 

The  move  was  precipitated  by 
family  matters  that  demanded  the 
attention  of  Charles  M.  Harper, 
the  company's  ceo  since  1993. 
Harper,  a  well-respected  vetei-an 
of  the  food  industry,  will  remain 
as  chairman,  but  he  relinquished 
the  ceo  title  to  spend  more  time 
at  his  Omaha  home  with  his  ailing 
wife.  Harper  told  employees  in  a 
letter  that  "only  the  most  com- 
pelling personal  circumstances 
could  cause  me  to  take  this  step 
right  now."  The  succession  plan 
was  made  in  just  two  weeks.  The 
company  won't  say  if  it  consid- 
ered others  for  the  ceo  job. 

Who  is  Goldstone?  Even  many  who 
follow  R.)R  Nabisco  closely  say  he  is  an 
unknown  quantity.  "I  wouldn't  know  him 
if  he  stood  in  my  office,"  says  Oppen- 
heimer  &  Co.  analyst  Roy  Burry.  Gold- 
stone joined  rjr  Nabisco  as  genei-al  coim- 
sel  in  February;  he  became  president  of 
the  $15.4  billion  company  in  October. 
"FLEXIBLE."  Pi-evious  exjji'rience?  None 
as  a  corporate  executive.  r,<ildstone  spent 
his  entii-e  career  at  the  law  firm  of  Davis 
Polk  &  Wardwell,  specializing  in  re- 
structurings and  litigation.  "Steve  has 
fimdamental  characteristics  that  will  suit 
him  very  well  as  an  executive,"  says  ual 
Corp.  executive  Stuait  I.  Oran,  who  rep- 
resented United's  unions  a  few  years 


ago  when  Goldstone  represented  lial's 
management.  "The  two  most  critical  are 
his  intelligence  and  pragmatism.  He's  not 
dogmatic.  He's  flexible." 

Goldstone  says  he  has  done  legal 
work  for  R.JR  Nabisco  since  1978  and  is 
therefore  more  familiar  with  its  opera- 
tions than  his  short  tenure  as  an  exec- 
utive may  indicate:  "I  know  this  com- 
pany. I  know  the  people.  I  know  what 
direction  this  company  needs  to  go  in." 

Analysts  point  to  RJR  Nabisco's 
seasoned  and  well-regarded  operating 


Goldstone's  first  public  statemem 
CEO,  though,  quickly  drew  the  irfo 
major  rjr  Nabisco  shareholders  1) 
nett  LeBow  and  Carl  C.  Icahn.  Irj 
cent  months,  the  two  have  wagei 

nasty  battle  to  force  the  compan;  iiflnhC 

immediately  spHt  the  R.J.  Reynoldi  i  

bacco  business  from  the  Nabisco  i"'  *'' 
business.  In  a  partial  initial  public 
fering  in  January,  19.5%  of  Nabis 

stock  began  trading  independently.  i'A'^^'^' 

company  has  said  it  supports  a  c  ft^iitbt 

plete  spin-off  but  is  legally  unabl  i 

do  so  until  certain  commitments  to  (  fmy^'*'*' 

holders  and  other  issues  are  reso  l^i^'^^ 
in  1997.  But  in  an  interview  with  B  ^■ 

NESS  WEEK  shortly  after  he  was  na;  K^i'^^'- 

CEO,  Goldstone  said  a  complete  spii  istiifcf 

is  unlikely  until  1998.  mii 

The  LeBow  group,  which  last  m(  i 

said  it  would  be  fielding  an  opposi  iif,tlieoS 

slate  of  dii'ectors  committed  to  an  (s  to  put 

mediate  spin-off  at  the  next  annual  nr  ion  ted 


STEVEN  F.  GOLDSTONE  1 " 

AGE  49. 


EDUCATION  BA,  University 
of  Pennsylvania;  JD,  New 
York  University. 

LAW  Davis  Poll<  &  Wardv\/e; 
associate,  1970-1978; 
partner,  1978-1995.  Spe 
cialized  in  mergers  and  f.,siijr> 
acquisitions,  litigation,  ^.'analysts 
Clients  included  RJR 
Nabisco  and  predecessor 
companies,  United  Airlinef*J'oi 
General  Electric,  and  J. P.  1^'" 
Morgan.  ^^"^^I 

  ,^.^1.^;^] 

BUSINESS  RJR  Nabisco  nkea, 
general  counsel,  February,  -.e^sin 
1995. 

President,  October,  1995. 
CEO,  December,  1995. 


SURPRISE  MOVE:  chiefs,  H.  John  Gree- 
Can  Goldstone  niaus  at  Nabisco  and 
sell  cookies?  James  W.  Johnston 
  at  R.  J.  Reynolds  To- 
bacco Co.,  as  the  reason  they're  not 
alarmed  by  Goldstone's  lack  of  man- 
agement or  industry  experience.  In- 
deed, the  company's  laggard  stock  rose 
8%,  to  3014,  on  the  day  Goldstone's  pro- 
motion was  announced.  "Given  the  en- 
vironment suri'ounding  the  company, 
I'm  very  comfortable  with  Goldstone," 
says  Burry.  The  company  has  legal 
problems  ranging  from  tobacco  liability 
suits  to  the  Food  &  Drug  Administra- 
tion's efforts  to  regulate  the  industry. 
These  issues,  Burry  says,  "require  a 
legal  thought  process  at  the  top." 


ing,  was  cjuick  to  attack,  "rjr's  mam 
ment  appears  to  be  in  disarray 
tmrnoil,"  says  a  spokesman.  "We  are  j 
ticulai'ly  distm-bed  that  [Goldstone's]  i 
words  pi'omote  fiuther  delay  fo!'  the  s 
off,  although  they  say  then-  only  prioi 
is  to  increase  the  stock  price." 

Such  attacks  likely  won't  ruffle 
new  boss.  Indeed,  as  an  attorney,  G( 
stone  may  be  better  suited  than 
avuncular  Haiper  to  fight  the  legal  \ 
ties  that  are  likely  to  preoccupy  R-JR 
quite  some  time.  Whether  he  can 
cigarettes  and  cookies  is  another  qi 
tion.  But  at  this  company,  surmount 
legal  troubles  is,  for  now.  Job  One 

By  Elizabeth  Lesly  in  New  Yc 
with  Gail  DeGeorge  in  Miami 
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rS  NOBOYUKI  IDEI'S 
;ONY  NOW 

ut  can  he  push  the  company  into  new  digital  frontiers? 

light  months  after  becoming 
I  president  of  Sony  Corp.,  No- 
■boyuld  Idei  has  clearly  estab- 
hed  who's  boss.  On  Dec.  5,  he 
gineered  the  departure  of  Mi- 
ael  P.  Schulhof,  the  21-year 
mpany  veteran  who  was  presi- 
nt  and  chief  executive  of  the 
mpany's  U.  S.  operations,  in- 
iding  its  record  label  and  Holly- 
)od  studio.  From  now  on,  those 
erations  will  report  directly  to 
kyo. 

Now,  the  58-yeai-old  Idei  has  a 
ance  to  put  his  imprint  on  the 
5  bilhon  technology  giant.  Tiaie, 
)rio  Ohga,  65,  remains  chair- 
in  and  CEO.  But  it  is  Idei  who 
rewriting  Sony's  agenda.  He 
ks  of  becoming  a  "Digital 
•eam  Kid,"  pushing  Sony  be- 
nd its  audiovisual  roots  deep 
0  the  worlds  of  computers  and 
Timunications. 

Movies  and  music  will  remain  part 
Sony's  formula — indeed,  Idei  has  not 
Heated  that  he  will  exit  the  music 
siness  or  sell  Sony's  film  studio,  as 
ne  analysts  have  suggested.  But  even 
ire  important  wiW  be  the  luerger  of 
jital  technologies  into  appealing  new 
jducts,  from  high-resolution  televi- 
ns  to  multimedia  eyeglasses  (table). 
On  Nov.  14,  Idei  unveiled  the  most 
itroversial  component  of  his  plan:  to 
ter  the  cutthi'oat  personal-computei' 
siness  in  late  1996,  in  alliance  with 
;el  Coi-j).  Idei  and  his  lieutenants  hint 
it  Sony  will  soup  up  its  PC  with  video 
cues  created  by  the  Sony  Playstation 
im  and  special  screensavers  from 
ny  Music. 

ck  OF  CONFIDENCE?  It  was  the  move 
0  PCS  that  helped  precipitate  Schul- 
"s  departiu'e  ft'om  the  company.  The 
aerican  apparently  believed  that 
ny  shouldn't  be  getting  involved  in 
lat  he  perceived  as  a  low-margin 
siness.  In  pes,  Schulhof  said  in  a 


Dec.  ()  interview,  "the  only  people  who 
make  money  on  a  consistent  basis  are 
Intel  and  Microsoft." 

Of  course,  it  wasn't  just  a  difference 
of  opinion  on  PCs  that  led  to  what  Schul- 
hof calls  a  "mutual  and  amicable"  deci- 
sion to  resign.  One  top  Sony  executive 
says  Idei  had  lost  confidence  in  Schul- 
hof's  ability  to  achieve  the  oft-proinised 
synergies  between  Sony's  electronics 
businesses  and  its  movie  and  music  op- 
erations. No  wonder:  Sony  has  poured 
more  than  $5  billion  into  Hollywood 
since  1989;  a  year  ago,  the  company 
wi'ote  down  a  massive  $2.7  billion  from 
Sony  Pictures  Entertainment  Inc. 

Schulhof  and  Idei  also  disagreed  on 
how  to  finance  Sony's  expansion  and  re- 
duce its  debt,  wliich  has  risen  to  a  steep 
76%  of  capital.  SchuUiof  advocated  i-aising 
money  via  a  partial  spin-off  of  U.  S.  op- 
erations. Idei  disagi'eed.  A  Sony  som-ce 
says  media  bai'on  Rupert  Murdoch  re- 
cently approached  Sony  about  making 
an  investment  in  the  company's  U.S.  en- 
tertainment properties  but  was  rebuffed. 


Schulhof  didn't  help  matters  by  liv- 
ing a  lavish  lifestyle  that  clashed  with 
those  of  his  more  modest  Japanese 
bosses.  Unlike  both  Sony  co-founder 
Akio  Morita  and  Ohga,  Idei  never  de- 
veloped a  personal  relationship  with 
Schulhof,  preferring  to  communicate  by 
memo.  Schulhof  declines  to  comment 
on  liis  differences  with  Idei  but  says:  "I 
recognize  that  Mr.  Idei  needs  his  own 
breathing  room.  He's 
[iresident." 

Idei  wants  to  hang 
onto  Sony  Pictures 
and  Sony  Records  in 
part  because  they 
can  feed  new  gad- 
,uets  such  as  the 
MiniDisc.  But  Idei's 
clear  emphasis  is  on 
hardware.  In  recent 
months,  Sony  has  an- 
nounced a  string  of 
products  and  ven- 
tures in  the  world  of 
"digital  convergence." 
It  has  also  rolled  out 
high-definition  televi- 
sions that,  coupled 
with  laptop  PCS,  can 
bring  vivid  multi- 
media images  from 
the  Worid  Wide  Web 
straight  into  the  living  room.  Sony  is 
co-developing  a  TV  settop  box  in  cooper- 
ation with  Microsoft  Corp.  With  San 
Diego-based  Qualcomm  Inc.,  the  com- 
pany is  working  on  digital  cellular  tele- 
phones. Sony  recently  set  up  an  online 
information  service  in  Japan. 

Tlie  object:  mining  the  "hidden  Sony," 
as  Sony  Electronics  Inc.  President  Carl 
Yankowski  calls  it.  "The  convergence  of 
audio,  video,  computers,  and  communica- 
tions is  the  sweet  spot  in  oiu"  new  busi- 
ness model,"  Yankowski  says.  Of  coui-se, 
Sony  isn't  the  only  company  trying  to 
hit  that  sweet  spot.  Netherlands-based 
Philips  Electronics  and  France's  Thom- 
son, among  others,  are  ecjually  intent 
on  creating  new  types  of  digital  prod- 
ucts and  tapping  into  the  Internet.  But 
Idei,  having  consolidated  his  authority, 
seems  convinced  that  he  and  Sony's 
vaunted  engineers  can  become  the  in- 
dustry's "Digital  Dream  Ivids." 

Bjj  Peter  Coy  in  New  York  and 
Ronald  Grover  in  Los  Angeles,  with  bu- 
reau reports 
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Schulhof  (left) 
came  after  the 
U.S, chief 
clashed  with 
idei (above) on 
Sony's  direction 


NET-READY 
TELEVISIONS  Wide 
screen,  high-resolu- 
tion TVs  that  double 
as  computer  monitors 
and  bring  the  World 
Wide  Web  into  the 
living  room 


MULTIMEDIA 
EYEGLASSES  Wire 
less  projection  of  tele- 
vision images  and 
data  onto  eyeglass 
lenses  will  let  users 
watch  movies  or  read 
E-mail  on  the  go 


ONLINE  STEREOS 

With  special  software, 
audiophiles  will  pro- 
gram a  100-disc  CD 
changer  from  a  PC 
and  download  jacket 
information  from  the 
Internet 


WEB  APPLIANCES 

A  variety  of  stripped- 
down  PCs  and  hand- 
held personal  digital 
assistants  will  let 
users  browse  the 
World  Wide  Web  for 
less  than  $500 


IEYONDTHE 
ISGMAN 
igh-tech 
)nsumer 
i  roducts  Sony 
my  build: 


To  launch  Win 

 f— 

used  4  networks,  f 
85  magazines, 
100  radio  stations 


TO  POWER  THE 
ON-LINE  LAUNCH  OF  WINDOWS  95, 

MICROSOFT  CHOSE  THE 
DIGITAL  PRIORIS  HX  590DP  SERVER. 

Failure  was  not  an  option  on  August  24. 
Microsoft's  official  launch  date  tor 
Windows  95  marked  the  biggest  new 
product  introduction  in  industry  history, 
not  to  mention  one  ot  the  great  all-out 
media  blitzes.  On  this  day,  a  minor  glitch 
would  have  made  headlines.  So  when  all 
eyes  turned  to  Microsott  — Microsoft 
turned  to  Digital. 

For  the  on-line  launch  of  Windows" 
95,  Microsoft  plugged  m  the  l^igital 
Prions  Internet  server— ten  of  them,  m 
fact.  A  decade  of  Microsoft/Digital 
teamwork  was  behind  the  decision.  So 
was  the  simple  realiza- 
tion that,  for  a  job  that 
meant  handling  almost 
two  million  hits  the  first 
day,  the  Prions  HX  59()DP  was  simply 
the  best  server  around.  After  all,  its  fault 
tolerant  features  do  include  drive  arrays, 
ECC  memory,  redundant  ct)olmg  sys- 
tems and  power  supplies.  Put  simply, 
Microsoft  chose  Digital  for  the  same 
reasons  you  should.  I^eliability.  Power. 
And  no  slip-ups. 

Call  1-S(I()  DIGITAL  for  your 
nearest  reseller  or  visit  our  Web  Site 
at  www.pc.digital.com. 

Designed  for 


Microsoft' 
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News:  Analysis  &  Commentary 


TELEVISION 


ALL  NEWS.  ALL  THE  TIME, 
ANY  TIME  SOON? 

Media  giants  try  to  crowd  the  trail  CNN  blazed 


Cnn's  New  York  studios  have  the 
look  of  a  Broadway  show  in  final 
rehearsals.  In  just  days,  the  path- 
bi'eaking  cable  network  will  launch  its 
fii'st  pi'ogeny — all-business  cable  channel 
CNNfn.  As  CNNfn  top  executive  Lou 
Dobbs  gave  a  pep  talk  to  employees  in 
the  studio  on  Dec.  5,  a  worker  steadily 
tiled  the  set  behind  him.  "We'll  be  ready 
for  the  launch,"  Dobbs  vowed. 

The  question  is,  whose  launch?  Sud- 
denly, as  media  giants  vie  for  cyber 
shelf  space  on  television  and  computer 
screens,  they're  turning  back  to  the 
most  basic  progTamming  tool  ever:  hai'd- 
eore  news.  Turner  Broadcasting  Sys- 
tems Inc.'s  CNNfn  is  just  the  start.  Cap- 
ital Citie.s/ABC  Inc.  on  Dec.  5  unveiled 
plans  to  launch  a  24-hour  news  seiTice 
by  1997.  General  Electric  Co.'s  nbc  Inc. 
hopes  to  announce  its  own  all-news  con- 
cept by  early  next  year — possibly  by 
converting  its  Ameiica's  Tailing  chamiel. 
Rupert  Mmxloch,  who  doesn't  even  have 
a  U.  S.  news  operation,  claims  he  might 
dabble  in  the  all-news  format,  too. 
"NOTHING."  It's  cjuite  a  gToup.  And  theii" 
plans  would  bear  great  promise  if  they 
weren't  all  targeting  the  same  over- 
crowded distribution  system:  the  na- 
tion's cable  companies.  Forget  the  hype 
about  200  cable  channels.  For  now,  most 
systems  offer  fewer  than  50.  And 
they're  full  up  with  entertainment  like 
Nickelodeon  and  the  Discovery  Chan- 
nel. Indeed,  when  Dobbs  sold  Time  War- 
ner Inc.'s  New  York  cable  system  on 
carrying  CNNfn,  he  had  to  knock  out 
one  of  Tiu'ner's  own  channels.  Turner 
Classic  Movies,  to  do  it.  (It  helped  that 
Turner  is  being  acquired  by  Time  War- 
ner.) Says  NBC  Cable 
President  Thomas  S. 
Rogers:  "The  channel 
situation  is  so  acute  that 
simply  saying  you're  go- 
ing l^)  do  something 
means  nothing.  And  I 
mean  nothing." 

The  media  giants  are 
moving  ahead  anyway 
because  they  all  have 
the  same  problem,  cnn, 
ABC,  and  NBC  own  costly 
news-gathering  assets 
that  produce  far  more 
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than  they  can  air  in 
their  traditional  time 
slots.  They  could  easi- 
ly do  more.  "We  almost 
have  the  people  in 
place  to  do  [a  channel] 
right  now,"  boasts  abc 
News  President  Roone 
Ai-ledge.  Even  so,  ABC 
won't  launch  until  1997. 
The  reason"?  There's  no 
clear  way  to  get  the 
shows  to  the  people. 
"Distribution  will  be  a 
major  problem  and 
challenge  for  us  going 
fomard,"  Ai'ledge  says. 

Indeed,  Ai'ledge  can't 
beam  his  signal  directly 
into  homes  with  digital 
broadcast  sateUite,  be- 
cause the  technology 
can't  deliver  the  local 
programming  he  would 
like  to  provide  to  dif- 
ferentiate ABC  fi'om 
CNN.  Dehvery  over  fi- 
ber cables  owned  by 
telephone  coinpanies  isn't  neai'  becoming 
a  reality.  Even  when  new  cable  channels 
become  available,  they'll  tend  to  go  to 
lucrative  offerings  like  pay-per-view 
01'  "multiplexing" — the  staggered  start- 
ing times  for  movies  and  such  on  premi- 
um channels  like  Home  Box  Office  or 
Showtime. 

All  that  means  nbc  could  have  an 
early  advantage  if  it  moves  quickly  to 
launch  its  all-news  sei-vice.  Converting 
America's  Talking,  the  network's  low- 
rated  gab  channel,  into  an  all-news  for- 
mat would  be  tricky. 
NBC  fii'st  must  negotiate 
new  deals  with  cable- 
system  operators — in- 
cluding Time  Warner 
and  Tele-Communica- 
tions Inc.,  which  own 
big  chunks  of  Turner. 
But  existing  contracts 
may  contain  language 
nebulous  enough  to 
make  it  possible.  And 
that  would  give  the  all- 
news  channel  instant  ac- 
cess to  the  20  million 


/ri 


cable  subscribers  who  currently 
America's  Talking. 

Cap  Cities  President  Robert 
says  he  would  consider  an  equity 
vestment  in  his  new  channel  in  retr 
for  access  to  distribution.  For  his 
Tluiiei'  hopes  to  avoid  distribution  s' 
ages  by  bundling  CNNfn  with  his  otfe" 
channels  to  make  the  sale  to  choosyja- 
ble  opei'ators. 

Turner's  CNNfn  is  also  offering  and 
mada  of  multimedia  senices.  He's  jp 
ting  up  a  site  on  the  Internet's  W(i( 
Wide  Web  where  viewers  can  retrip^ 
archived  stories,  check  news  headliie 
or  stock  quotes,  or  download  origsi 
materials.  Over  at&t's  Business  M 
work,  an  interactive  research  and  c^ii 
munications  service,  they  can  inteic 
with  newsinakers  and  other  viewer* 
Multimedia  hypesters  think  ote 
news  shops  will  quickly  copy  cnni'. 
strategy.  But  Roger  Ailes,  president) 
CNBC,  figiu-es  multimedia  bells  and  wis 
ties  won't  do  anything  if  Turner  CiV* 
get  cable  operators  to  buy  the  chanjl 
especially  when  so  many  already  cafj 
business-focused  CNBC.  "Distribution  i& 
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roblem,  and  if  they're  prepared  to 
lead  red  ink  until  it  comes,  that's  fine.  I 
'elcome  the  competition,"  Ailes  says. 
Still,  early  results  fi-om  Turner  don't 
lok  too  shabby.  When  directors  ap- 
roved  the  launch  of  CNNfn  (for  a  re- 
orted  $10  million)  in  June,  the  busi- 
es? plan  called  for  2.5  million 
abscribers  at  launch.  Today,  systems 
ith  more  than  5.5  million  subs  are  on 


board.  Of  course,  a  timely  linkup  with  a 
major  cable  operator  doesn't  hurt.  A 
fifth  of  the  subscribers  come  courtesy  of 
Time  Warner's  New  York  system. 

That's  more  than  a  fair  start.  But  to 
keep  CNN  growing  fast  enough  to  beat 
out  CNBC,  not  to  mention  the  all-news 
offerings  from  abc  and  nbc,  Turner  will 
have  to  keep  innovating.  Hairy  Motro, 
vice-president  of  cnn  Interactive,  scoffs 


at  the  notion  that  abc's  news  service 
will  be  a  viable  competitor  to  cnn's  mul- 
tiple offeiings.  "Good  luck  catching  up  to 
where  we'll  be  by  1997,"  he  says. 
There's  probably  only  one  certainty 
about  1997.  Wherever  cnn  or  anyone 
else  goes,  they  probably  won't  be  there 
alone. 

By  David  Oreising  in  Atlanta  and 
Michael  Oneal  in  New  York 


NOW  MAD  AVE  REALLY  HAS  TO  SING  FOR  ITS  SUPPER 


What  a  sweet  deal  for  Young  & 
Rubicam  Inc.  In  late  Novem- 
ber, the  agency  won  new  busi- 
ness worth  $200  million  a  year  in 
billings  ft'om  Colgate-Palmolive  Co. 
when  the  consumer-goods  giant  con- 
solidated its  annual  $550  million  of  ad 
spending  at  y&r.  Just  one  catch:  y&r, 
which  already  had  more  than  half  of 
the  Colgate  account,  now  will  be  paid 
based  in  part  on  how  well  its  ads 
work. 

The  agency  is  no 
newcomer  to  the  pay- 
for-performance  con- 
cept. Two  years  ago,  it 
struck  a  similar  deal 
with  Sears,  Roebuck  & 
Co.,  and  its  "Softer 
Side  of  Sears"  televi- 
sion commercials  have 
paid  off  big  time.  Both 
contracts  are  high-vis- 
ibility examples  of  a 
quiet  but  growing 
trend  on  Madison  Ave- 
nue, where  the  stan- 
dard 15%  commission 
has  gone  the  way  of 
the  three-martini  lunch 
BIG  CUTS.  Why  the 
change?  As  Corporate 
America  undergoes 
wrenching  cost  cutting, 
ad  fees  are  being  scru- 
tinized along  with 
everything  else.  Agencies  are  being 
pressured  to  accept  lower  pay  while 
improving  quality.  "Advertising  has 
been  seen  as  an  expense  to  be  cut," 
says  Peter  A.  Georgescu,  chairman 
and  CEO  of  y&r.  "I  see  this  as  an  op- 
portunity to  break  out  of  that  cycle." 

Indeed,  about  45%  of  advertisers 
say  that  they  have  changed  the  way 
they  pay  agencies  during  the  past 
three  years,  according  to  the  Associ- 
ation of  National  Adveitisers.  Nearly 
20%  say  their  contracts  now  include 
some  incentive  pay,  up  from  13%  in 
1992  (chart). 
The  problem  is  measuring  how 


well  an  ad  does.  "It's  very  difficult  to 
agree  on  criteria,"  says  Alan  Bishop, 
chairman  and  CEO  of  Saatchi  & 
Saatchi  North  America.  Colgate 
plans  to  use  three  benchmarks  to 
measure  y&r's  performance:  a  subjec- 
tive evaluation  of  creativity,  sales  re- 
sults based  mainly  on  market-share 
growth,  and  the  mileage  it  gets  from 
the  worldwide  ad  budget. 

The  agency  already  has  made  Col- 
gate's global  advertising  more  effi- 


cient. Its  "White  on  White"  TV  com- 
mercials, created  to  sell  laundiy 
detergent  in  France,  have  now  been 
introduced  in  30  countries,  replacing 
20  different  local  campaigns.  "Once 
you  have  a  winning  formula,  there's 
no  need  to  reinvent  it,"  says  Emiho 
Alvarez-Recio,  vice-president  for  glo- 
bal advertising  at  Colgate. 

Of  course,  even  the  best  campaign 
can  be  jolted  by  circumstances.  What 
if  there's  a  labor  strike  in  France  or 
a  currency  devaluation  in  Mexico? 
Top  managers,  whose  pay  is  increas- 
ingly weighted  to  performance,  often 
get  hit  by  such  events.  In  this  case. 


agency  and  client  will  sit  down  and 
together  figure  out  the  best  way  to 
cope,  Recio  says.  "Our  objective  is  to 
treat  the  agency  as  any  other  human 
resource,"  he  says.  "It  requires  a  lot 
of  confidence  in  each  other  to  be 
fair." 

A  BOON.  The  Sears  deal  is  slightly 
different  fi'om  Colgate's.  Performance 
measures  include  growth  in  customer 
awareness  based  on  surveys,  gi'OM^h 
in  its  apparel  business,  and  total 
profits.  Sears  also 
makes  subjective  judg- 
ments about  y&r's 
strategic  contributions 
and  account  manage- 
ment. 

For  Y&R,  the  Sears 
pay-for-performance 
scheme  has  been  a 
boon.  John  Costello, 
senior  executive  vice- 
president  for  market- 
ing at  Sears,  credits 
the  "Softer  Side"  TV 
spots  with  helping  ap- 
parel sales  outpace  the 
industry  over  the  past 
two  years,  y&r's 
Georgescu  says  the 
agency  has  earned 
more  with  its  incen- 
tive-fee plan  on  the  $60 
miUion-a-year  Sears 
campaign  than  it  would 
have  earned  with  a  15%  commission. 

Not  all  ad  agency  executives  are 
as  gung-ho  as  Georgescu  about  per- 
formance pay.  Many  think  that  it's  a 
euphemism  for  less  pay.  "There  are 
clearly  some  clients  that  look  to  re- 
duce their  remuneration  to  the  agen- 
cy by  creating  incentive  compensa- 
tion," says  Philip  Palazzo,  chief 
financial  officer  at  Ammirati  &  Pu- 
ris/Lintas,  New  York.  But  at  a  time 
when  cost  cutting  is  the  rage,  agen- 
cies may  find  it's  better  to  accept  the 
possibility  of  a  profit  than  the  cer- 
tainty of  none. 

By  Mary  Kuntz  in  New  York 


Y&R's  Georgescu  sees  pay  for 
performance  as  an  "opportunity" 
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RUBBER  WORKERS 
WITH  NERVES  OF  STEEL 

A  revitalized,  merged  union  is  getting  results  at  Bridgestone 


Only  a  year  ago,  Bridgestone/Fire- 
stone  Inc.  triggered  a  diplomatic 
flap  when  it  permanently  replaced 
more  than  2,000  stnkers.  The  U.  S.  gov- 
ernment put  pressure  on  Bridgestone 
Corp.,  the  tiremaker's  Tokyo-based  par- 
ent. Walter  F.  Mondale,  the  U.  S.  Am- 
bassador to  Japan,  complained  to  the 
Japanese  Foreign  Minister  at  a  White 
House  lunch.  Labor  Secretary  Robert 
B.  Reich  jumped  in,  and  even  President 
Clinton  lashed  out  publicly. 

The  high-level  government  squeeze 
play  didn't  work.  The  subsidiary  con- 
tinued using  replacement  workers,  and 
in  May  the  beleaguered  United  Rubber 
Workers  union  officially  ended  its  sti-ike 
at  five  U.  S.  plants.  But  in  July,  the 
90,000-member  union  got  a  shot  in  the 
ai-m  by  merging  with  the  more  poweiful 
United  Steelworkers  (usw).  The  White 
House's  tough  words  seemed  mild  com- 
pared with  the  harassment  campaign 
unleashed  by  the  560,000-member  usw. 
The  tiremaker  became  the  target  of 


worldwide  demonstrations  and  cam- 
paigns by  foreign  unions  (table). 

By  mid-October,  the  company  agi'eed 
to  return  to  the  bargaining  table.  Offi- 
cials deny  that  the  usw  campaign  was  a 
reason,  but  on  Dec.  5,  Bridgestone  Pres- 
ident Yoichiro  Kaizaki  met  with  Steel- 
workers  President  George  Becker  in 
Tokyo.  Sources  close  to  both  sides  say 
they  expect  to  reach  a  new  deal  by  mid- 
December.  Says  Becker:  "Bridgestone 
is  a  good  employer  in  Japan,  and  by 
the  time  we're  finished,  it's  going  to  be  a 
good  employer  in  the  U.  S.,  too." 

Even  a  pailial  victory  over  Bridge- 
stone would  give  labor  a  badly  needed 
boost,  given  that  workers  there  once 
seemed  headed  for  a  major  defeat.  In 
July,  1994,  4,200  workers  walked  out  af- 
ter the  company  refused  to  agree  to 
tenns  the  imion  had  won  from  Goodyear- 
Tire  &  Rubber  Co.  a  month  earlier. 

Bridgestone/Fu'estone  wanted  12-hom' 
shifts,  pay  hikes  tied  to  productivity, 
cuts  in  health  benefits,  and  lower  pay 


50] 
pe: 
Ithecapi 
A 

igcitiieDi 
searii 
formei 

Ifflgi'essa] 


MORE  MUSCLE:  Steelworkers  outsi(^ 
Bridgestone's  Nashville  headquari 

for  new  hires.  The  company  builtj 
ventoiy  with  help  fi'om  its  Tokj.-o  p; 
and  managed  to  keep  customers 
plied.  Hundreds  of  demoralized  stri! 
drifted  back  to  work,  and  manage: 
began  hiring  permanent  replacem^ 
last  January. 

TOKYO  TACTICS.  Even  before  the  u: 
merger,  the  company  had  been  the 
get  of  the  usw,  one  of  the  most  agi 
sive  unions  in  its  use  of  corporate  c 
paigns.  The  usw  has  been  pay 

full-time  wages  to  150  members,  a  citable) 

have  taken  leaves  from  factory  j(  iseegreai 

Helped  by  thousands  of  volunteers,  hnn 

union  mounted  weekly  demonstrati  tedietsSe 

against  Bridgestone  stores.  On  b  ewlM 

Saturdays,  it  conducted  simultane  onoftlie 

protests  of  100  or  more  participant!  But  the] 

two  dozen  malls  in  Ohio  and  ot  b solace 

states.  One  target:  Sears,  Roebucl  mksi 

Co.,  a  major  Bridgestone  distribu  jWtlit 

The  union  also  aired  radio  ads  in  m  leptkgl 

than  a  dozen  local  markets  at  $15,00(  Jiigolfjai 

$20,000  each  and  picketed  Japanese  (  iedtoad 

sulates  around  the  country.  idioiisl'on 

The  usw  carried  its  campaign  aci  iik^.i 

the  Pacific,  too.  It  asked  for  help  ft  i5ps,C 

Rengo,  the  main  Japanese  labor  i  ramaiiy 

eration,  which  includes  Bridgesti  iregister 

members.  Wlien  Rengo  balked,  the  l  sstBiitt 

teamed  with  Zenrokyo,  a  small  h  iversaftr 

wing  union.  The  usw  shipped  ove  ttyistsh, 

15-foot-high  puppet  of  legendary  la  irtsmtli 

organizer  Mother  Jones,  and  the  t  iakle; 

unions  held  joint  demonstrations  c  jrsiieotb 

side  Bridgestone  offices.  Rengo,  (  lerations 

barrassed  by  being  upstaged,  asl  ire.Howi 

Kaizaki  to  meet  Becker.  "The  compi  loneynos 

realized  [the  union]  wouldn't  go  awj  stlobbii 

says  Vic  Thorpe,  head  of  a  Brussi  igitintj 

based  labor  federation  that  also  1  iteand: 

bied  Bridgestone.  ai|gm. 

The  two  sides  now  are  making  he  iZEOPii 

way  on  many  contentious  issues.  1  olesarer 

toughest  one:  Becker  insists  that  astyear, 

strikers  return  to  work,  but  Bridgest  ied  am 

refuses  to  fii'e  any  of  its  permanent  leasnret) 

placements.  If  the  two  eventually  set  fipsii 

the  U.S.  and  Japan  can  scratch  Brid  i^ntoji, 

stone  off  their  list  of  conflicts.  hiis^^ 

By  Aaron  Bernstein  in  New  Yo  jljftjj-jjj 

Zachary  Schiller  in  Cleveland,  a  ti^j^^j^ 

Edith  Hill  Updike  in  Tokyo  altaritsw 


STEELWORKERS 
VS.  BRIDGESTONE 

The  United 
Steelworkers' 
campaign: 


HIT  THE  STREETS 

The  union  held  up  to 
200  demonstrations 
a  week  against  the 
company  in  500 
cities  worldwide 


APPEAL  OVER- 
SEAS Sent  delega- 
tions to  join  protests 
by  foreign  unions 
that  agreed  to  target 
Bridgestone  overseas 


ENLIST  HELP  FROM 
SYMPATHIZERS 

Lobbied  the  cities  of 
Boston  and  Buffalo 
and  some  companies 
to  cancel  Bridgestone 
contracts 


GET  POLITICAL 

Convinced  the  Clin- 
ton Administration  t 
protest  Bridgestone': 
labor  stance  in  high- 
level  diplomatic 
meetings  Pfffc 


Tie  GOP 
*icliliav, 
are 


44  BUSINESS  WEEK  /  DECEMBER  18,  1995 


COMMENTARY 


By  Stan  Crock 

LOOPHOLES  YOU  COULD  DRIVE  A  GOLF  CART  THROUGH 


After  50  years  of  fulminating, 
Congress  is  trying  to  clean  up 
the  capital's  oldest  profession: 
lobbying.  Anxious  to  defuse  the  ris- 
ing citizen  clamor  for  change,  the 
House  and  Senate  have  curbed  free- 
bies  for  members.  And  on  Nov.  29, 
Congress  approved  a  bill  requiring 
lobbyists  to  register  and  reveal  de- 
tails of  their  operations,  from 
clients'  names  to  lobbying  ^ 
fees  (table).  "You're  going 

to  see  greater  public  con-  

fidence  in  the  Congress," 
predicts  Senator  Carl 
Levin  (D-Mich.),  a  cham- 
pion of  the  reforms. 

But  the  public  shouldn't 
take  solace  yet.  While 
lawmakers  passionately 
debated  the  propriety  of 
accepting  T-shirts,  meals, 
and  golf  junkets,  they 
failed  to  address  more  in- 
vidious forms  of  influence 
peddhng.  Beyond  restrict- 
ing gifts,  Congi-ess  will 
force  many  more  lobbyists 
to  register  than  in  the 
past.  But  the  bill  only 
covers  activities  where 
lobbyists  have  direct  con- 


posing  disclosure  requirements  only 
on  contacts  with  lawmakers,  aides, 
and  the  executive  branch.  That  will 
encourage  further  grassroots 
efforts,  which  are  expected  to  ex- 
pand to  the  Internet.  "Instead  of 
just  encouraging  them  to  write  let- 
ters, you  can  reach  out  and  give 
people  the  words  to  say,"  says  lob- 
byist Howard  D.  Marlowe,  who  has 


GUCCI  GULCH  GOREI 


junkets  and  increase  their  campaign 
contributions  to  candidates.  Indeed, 
Thomas  M.  Susman,  chairman  of  the 
American  League  of  Lobbyists'  pan- 
el on  standards  and  ethics,  predicts 
"a  shifting  in  that  direction."  Lobby- 
ists already  are  plotting  some  devi- 
ous ways  of  getting  around  the  new 
rules.  One  rep's  suggestion:  holding 
a  one-person  fund-raiser  for  a  law- 
maker at  an  expensive 
restaurant.  "He  picks  up 
lunch,  and  I  give  him  a 
check  for  $200,"  the  lob- 
byist says. 

"LUDICROUS."  That's  too 
had,  because  the  goal  of 
the  gift  and  disclosure 
measures  was  to  reduce 
sleaze  in  Washington. 
Reformers  hoped  that 
the  close  ties  fostered 
by  wining  and  dining 
would  end,  and  that  em- 
barrassing publicity 
over  lavish  expenses 
might  discourage  such 
activity.  But  without 
new  campaign-finance 
rules,  the  public's 
appetite  for  reform  is 
unlikely  to  be  sated. 


tacts  with  government  of-     .  .  .  9^W^A^1^^^.    "It's  ludicrous  to 


ficials.  They  could  still 
pursue  other  well-heeled 
operations  without  disclo- 
sure. How?  By  taking 
money  now  spent  on  di- 
rect lobbying  and  divert- 
ing it  into  grassroots  cru- 
sades and  mass-media 
campaigns. 


GIFTS  The  House  adopted  a  flat  ban  on  gifts,  wfiile  the 
Senate  imposed  a  $50  limit  on  a  single  gift  and  a  $100 
annual  limit  from  a  single  source. 

REGISTRATION  Anyone  who  spends  more  than  20% 
of  a  client's  time  on  lobbying  must  register.  So  must 
lawyers  representing  foreign  entities. 

DISCLOSURE  Lobbyists  must  reveal  clients,  issues  they 


will 


PRIZED  PLOY. 

holes  are  no  accident 
Last  year.  Republicans 
killed  a  much  tougher 
measure  that  would  have 
required  disclosure  of  the  vast  sums 
spent  on  grassroots  efforts.  Many  of 
these  campaigns  are  not  run  by  lo- 
cal activists  in  the  hinterlands,  but 
are  ginned  up  by  Washington  con- 
sultants who  use  phone  banks  or  di- 
rect mail  to  persuade  the  pubhc  to 
deluge  lawmakers  with  letters  and 
calls. 

The  GOP  and  conservative  groups, 
which  have  an  edge  over  Democrats 
in  this  area,  had  no  intention  of  de- 
stroying their  prized  ploy.  So  the 
new  bill  has  a  narrower  focus — im- 


think  a  $20  dinner 
buy  off  a  member 
but  a  $5,000  check 
won't,"  notes  Ronald  G. 
Shaiko,  an  American 
University  government 
professor. 

So  don't  be  surprised  if 
the  pubhc  forces  Con- 


The  loop-       l°bblon,  and  am_ount_sJ_hey_are  p    ^^^^  ^^^^^^^ 


TRADE  REPRESENTATIVE  Anyone  who  has  represent- 
ed a  foreign  entity  is  barred  from  serving  as  U.S.  Trade 
Representative  or  Deputy  Trade  Representative. 


his  own  World  Wide  Web  page. 

The  same  loophole  would  give  a 
boost  to  the  multimillion-dollar  ad- 
vertising campaigns  that  business 
coalitions  have  launched  on  such  is- 
sues as  health-care  reform  and  tele- 
communications legislation.  The 
money  spent  on  direct  contacts  with 
lawmakers  pales  beside  the  sums 
spent  on  television,  radio,  and  news- 
paper ads. 

Another  potential  reverberation 
of  reform:  Lobbyists  may  just  take 
the  cash  they're  saving  on  expensive 


whack  at  change.  Next 
time,  reformers  should 
push  for  disclosure  of  the 
money  spent  on  faux 
gi'assroots  campaigns  and  advertis- 
ing blitzes.  And  Congress  should 
curb  its  hunger  for  corporate  cam- 
paign contributions  long  enough  to 
pass  some  real  reforms.  After  all, 
nothing  gets  voters  more  incensed 
than  the  appearance  of  a  quid  pro 
quo.  If  lawmakers  don't  heed  this 
call,  all  the  campaign  donations  in 
the  world  won't  protect  them  from 
the  voters'  wrath. 


Stan  Crock  covers  lobbyists  and 
lawmakers  in  Washington. 
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News:  Analysis  &  Commentary 


AT  LAST.  GROUNDS 
FOR  CELEBRATION 

The  prospect  of  better  crops  has 
sent  soaring  coffee  costs  down 


FULL  OF  BEANS:  Tin  rtifjc:  iinirl  is  I 


The  price  of  coffee  can't  come  down 
fast  enough  for  Sid  Kahn.  A  year 
ago,  the  soaring  cost  of  beans  forced 
his  B&F  Coffee  Service  to  charge  one- 
thii'd  more  for  the  gi'ounds  it  delivers  to 
4,000  Chicago  offices.  As  customers 
giiped,  Kahn  could  only  shnig.  "We'i'e 
caught  in  the  middle,"  he  complains. 

Now  rehef  is  trickling  down.  By  Dec. 
5,  coffee  futures  had  slid  to  $1.05  per 
pound,  dovra  from  a  1994  peak  of  $2.74. 
That's  still  well  above  the  75(Z  levels  that 
prevailed  before  coffee  took  off,  but  fiu- 
ther  price  plunges  may  be  in  the  offing 
as  global  supplies  increase,  analysts  say. 
And  lower  prices  likely  will  halt  a  recent 
6%  slide  in  U.  S.  consumption  prompted 
by  coffee  sticker  shock. 

Flashback  to  the  disastrous  summer 
of  1994.  Two  frosts  and  a  drought  had 
knocked  out  the  Brazilian  coffee  crop, 
which  in  good  years  accounts  for  a 
third  of  world  output.  To  make  mat- 
ters worse,  virtually  evei'y  other  pro- 
ducer, stung  by  low  prices  in  previous 
years,  had  skimped  on  fertilizer,  pesti- 
cide, and  maintenance.  Their  sorry 
plantations  could  hardly  fill  the  Brazil- 
ian void.  As  the  sup- 
ply outlook  wither-ed. 


buyers  panicked.  The  cost  of  Java 
soared. 

By  the  beginning  of  1995,  though,  the 
market  already  had  begun  to  adjust. 
Ti'adei's  started  anticipating  better  crops 
ahead,  especially  since  coffee  bushes  that 
survive  fi-osts  usually  respond  by  pro- 
ducing more  the  next  season.  Sure,  the 
Brazilian  hai-vest  might  be  half  its  usual 
volume,  filling  as  few  as  12  million  of 
the  standard  132-pound  bags  this  year. 
But  if  Brazil  comes  back 
strong,  traders  reasoned, 
it  could  fill  26  million 
bags  in  1996  and  30  mil- 
hon  the  year  after  that. 

Meantime,  producers 
failed  in  theii'  efforts  to 
bolster  prices  by  holding 
beans  oS  the  maii^et.  The 
Association  of  Coffee  Pi'o- 
ducing  Countries,  a  trade 
gi'oup  of  29  nations  rep- 
resenting about  80%  of 
world  produc- 


COFFEE  JIHERS 


tion,  agreed  in  July  to  restrict  exjoortsj} 
10%.  But  it  made  several  misjudgmejts 
Coffee  (binkei's,  stung  by  higher  priceii 
the  U.  S.  and  Europe,  cut  their  i  n 
sumption  by  more  than  the  trade  .ur  ji 
anticipated.  And  nonmember  produc  's 
such  as  Vietnam,  boosted  exports  nif,( 
than  expected,  prompting  dissent  wit^ 
the  organization.  j 

Such  dissent  makes  it  unlikely  a 
ti'ade  gi'oup  could  pull  off  a  more  (!f 
pei-ate  move,  such  as  halting  meiir?: 
exports  altogether",  says  analyst  Juc: 
Ganes  of  Menill  Lynch  &  Co.  "If  si  j 
hold  back,  other's  wUl  sliip  more  hea\")i' 
she  pr-edicts.  Even  though  the  gr-ouj)  it- 
succeeded  in  tightening  supplies,  nic 
over,  trader-s  have  kept  driving  pril;. 
down — by  14%  in  November  alone. 
SHORT-SELLERS.  As  prices  di'op,  mai' 
for-ces  have  r'einlbr-ced  the  dovraward  i 
mentum:  Roaster-s  such  as  Kr-aft  Fo 
Inc.  and  Pr-octer  &  Gamble  Co.,  an' 
pating  lower  prices,  have  been  less  a 
buyer-s,  tr'ader's  say.  And  pr-oducers,  £ 
wonied  about  lower  prices  ahead,  h; 
stepped  up  short-seUing  to  lock  in  at  c 
r'ent  levels,  pushing  the  market  lov 
"The  pr'oducers  ar"e  panicking  and 
tinuously  shorting  this  market," 
Walter-  Spilka  of  Smith  Barney  Inc. 

Wholesaler's  and  retailer's  ar'e  just 
r-esponding  to  lower  prices.  Average 
per'mar-ket  prices  have  jumped  18% 
year,  even  as  futui'es  prices  have  fal 
par'tly  because  costly  gourmet  coffj 
have  gamed  mai'ket  share.  As  stores 
up  expensive  inventory,  though,  c 
sumers  may  soon  get  a  break.  Kr; 
maker  of  Maxwell  House,  has  dr'op{ 
the  price  it  char'ges  retailers  by  25% 
year.  At  gourmet  she 
price  cuts  are  less 


2,40- 


COFFEE  FUTURES, 
DECEMBER  DELIVERY 

PRICE  PER  POUND 


JULY,  "34 
▲  DOLURS 

DATA  BLOOMBERG  FINANCIAL  MARKETS 


tain.  Star'bucks  Co 
"hasn't  decided  whet^ 
to  lower  prices,"  s, 
Michael  Casey,  its  c. 
financial  officer  In  p; 
the  decision  will  dep^ 
on  whether  prices  s 
down,  he  notes. 

For'  liis  part,  Sid 
is  mulling  a  price  cu 
but  not  until  Mar-ch. 
figures  getting  bur: 
once  by  coffee  is  q 
enough. 

By  Greg  Bums 
Chid 
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TO  PROVE  WE  COULD  CONNECT 
YOUR  VOICE  VIDEO  &  DATA 
ENTERPRISE  NETWORKS,  WE 
RAN  A  UTTLE  PRAdlCETEST. 


]  ^  What  better  way  to  ensure  our  new  ATM 
enterprise  switch  technology  was  road-worthy 
for  private  networks,  than  to  take  it  for  a  test 
drive  on  the  nation  s  first  Information  Highway  —  North 
Carolina's  SONET/ATM  network?  S  After  all,  aren't 
private  operators  looking  for  the  same  features  a  public 
network  needs  —  system  reliability,  on-demand  scalability, 
and  the  ability  to  integrate  new  technology  at  the  flip  of  a 
switch?  That's  why  we  were  asked  to  help  develop  the  North 
Carolina  ATM  network  —  a  model  for  the  many  private 
networks  to  follow.  S  But  isn't  this  what  you've  come  to 
expect  from  the  world's  second  largest  computer /telecom- 
munications provider?  With  160,000  employees  worldwide, 
we're  fully  capable  of  building  your  network.  No  matter 
how  big.  Or  how  small.  To  learn  more,  call  800-553-3263. 


FUJITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


In  Business  This  Week 
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TAURUS:  NO.  1,  BUT 
LOOKING  NERVOUS 

ford's  TAURUS  IS  STILL  THE 

nation's  best-selling  car,  but 
the  claim  has  an  increasingly 
empty  nng  to  it.  Sales  of  the 
all-new  1996  Taurus,  ar- 
guably Ford's  most  impor- 
tant introduction  in  years, 
fell  27%,  to  just  over  28,000 
cars,  in  November,  after  a 
16%  October  decline — and 
December  may  not  be  much 
better.  A  big  reason:  Taurus' 
prices,  which  start  near 
$20,000.  Ford  also  blames  a 
steep  decline  in  sales  to  ren- 
tal-car fleets  and  lower  show- 
room traffic  from  expiring 
Taurus  leases.  Analysts  ex- 
pect Ford  to  dangle  sweeter 
lease  deals  to  juice  up  sales, 
but  to  avoid  cash  rebates. 
Why  is  Taurus  still  No.  1? 


CLOSING  BELL 


QUICK  DRAW 

Call  it  the  Toy  Story  Effect— 
a  surge  in  sales  of  old-line 
toys  featured  in  Walt  Disney's 
hit  animated  film.  Case  in 
point:  Ohio  Art.  Its  stock 
doesn't  even  trade  every  day, 
but  from  Dec.  1  to  Dec.  4  it 
surged  40%.  Volume  was  up 
sharply.  All  that,  apparently, 
because  Toy  5^o/y features 
the  company's  35-year-old 
Etch  A  Sketch.  Chairman  Bill 
Killgallon,  whose  family  holds 
at  least  60%  of  Ohio  Art's 
shares,  credits  the  movie  for 
a  sales  surge  that  has  his 
factory  on  overtime. 


ADOLLARS 

DATA  BLOOMBERG  FINANCIAL  MARKETS 


Car  sales  are  weak  across 
the  board,  as  buyers  flock  to 
trucks. 


LESS  BOUNCE  AT 
RUBBERMAID 

RUBBERMAID,  ONCE  A  HIGH- 

flier,  has  joined  the  restruc- 
turing parade.  The  plastic 
products  maker  has  been  hit 
this  yeai"  by  liigher  raw-mate- 
rials costs  and  weak  retail  de- 
mand, as  well  as  management 
turnover  and  frayed  relations 
with  customers.  On  Dec.  5, 
Rubbermaid  said  it  would 
take  a  $94  million  aftertax 
chai'ge  and  slice  9%  of  its  jobs 
to  try  to  save  $50  million  a 
year.  Long  a  marketing  para- 
gon, the  Wooster  (Ohio)  com- 
pany now  is  focusing  more  on 
efficient  pi'oduction  and  distri- 
bution. It  acknowledged  that 
earnings  will  significantly  trail 
last  year's  and  said  it  may  buy 
back  more  shares. 


CABLE  TV:  NO  RATE 
HIKE-YET  

YOUR  FAVORITE  ESOTERIC 
cable  channel  will  cost  a  few 
bucks  more — but  not  until 
1999.  On  Dec.  6,  House  and 
Senate  negotiators,  now  put- 
ting the  final  touches  on  a 
sweeping  revision  of  telecom 
laws,  agi'eed  to  push  back  ca- 
ble rate  deregulation  three 
years.  That  could  raise  aver- 
age rates  20%,  say  consumer 
gi'oups.  The  Senate  had  called 
for  immediate  deregulation  on 
most  cable  systems,  wliile  the 
House  wanted  rates  freed  al- 
together in  15  months.  The 
White  House  ultimately  went 
for  an  extended  version  of  the 
House  plan,  thus  delaying 
any  I'ate  hikes  until  well  after 
the  November  elections. 


HANGUPS  AT 
CINCINNATI  MICRO 

EMBATTLED  CORDLESS  TELE- 

phone  maker  Cincinnati  Mi- 
crowave last  week  lost  its 


HEADLINER:  STUART  EIZENSTAT 


FROM  BELGIUM  TO  BELTWAY 


Coming  soon  to  Com- 
merce: Stuart  Eizenstat,  a 
policy  pro  with  top  con- 
nections, who  will  be 
nominated  as  Un- 
der Secretary  for 
International 
Timle.  Eizen- 
stat would  suc- 
ceed Jeffrey 
Garten,  who  re- 
signed to  head 
Yale's  School  of 
Management. 

The  high-profile  appoint- 
ment mirrors  the  transfor- 
mation of  Commerce,  long 
a  backwater,  into  a  power- 
house under  Secretary 
Ronald  Brown.  Eizenstat, 
now  U.  S.  ambassador  to 
the  European  Union,  was 
Jimmy  Carter's  chief  do- 
mestic policy  adviser.  In 
the  1980s,  he  strengthened 


his  political  ties  to  Republ 
cans  and  Democrats  alike 
as  a  lawyer-lobbyist.  Eize 
Stat,  52,  likely"  will  tilt 
the  Administratio)! 
Asia-oriented 
trade  policy  bac 
■f^s  .r'^'^^  toward  Europe' 
''    "  and  will  prove 
an  effective  de 
fender  of  Com- 
merce's trade 
progi'ams  against 
GOP  budget  hawks. 
But  why  leave  a  cushy 
post  in  Brussels  to  take  ai 
arguably  lesser  job  in 
Washington?  Eizenstat  ma 
be  eyeing  bigger  things: 
Probers  still  are  poking 
into  Brown's  finances,  and 
U.  S.  Trade  Representativi 
Mickey  Kantor  may  jump 
to  Clinton's  campaign  tean 
By  Amy  Born 


sixth  senior  executive  in  18 
months  when  Chief  Operating 
Officer  John  Noland  "resigned 
to  pursue  other  interests." 
Now,  sources  close  to  cmi 
say  CEO  Jacques  Robinson 
may  have  lost  the  trast  of  the 
company's  outside  directors 
and  could  go  next.  Noland's 
departure  followed  a  busi- 
ness WEEK  article  (Nov.  6, 
1995)  alleging  the  company 
had  tried  to  cover  up  exten- 
sive problems  in  design,  pro- 
curement, and  manufactur- 
ing of  phones  last  year. 
Robinson  denies  any  cover- 
up.  Noland  was  unavailable 
for  comment,  cmi  hasn't 
turned  a  profit  since  1988,  and 
its  stock  has  plummeted  from 
2VAm  August  to  a  recent  4'/:. 


A  DREAM  OF  A 
DEVELOPMENT 

FOR  THE  BEST-KNOWN  NAMES 

in  Hollywood,  nothing  less 
would  do.  In  what  is  likely  to 
be  the  biggest  land  develop- 


ment in  Los  Angeles  histc 
Dreamworks  skg — the  stuc 
in-waiting  being  created 
moguls  Steven  Spielberg,  J 
frey  Katzenberg,  and  Da 
Geffen — is  a  partner  in  a  $ 
billion  real  estate  deal  n( 
Marina  del  Ray.  The  1,1( 
acre  spread  will  include  a  1 
acre  studio  for  Dreamwoi 
along  with  apartments,  co 
mercial  space,  and  a  mari: 
Eager  to  show  it  had  tur: 
an  economic  comer,  Los  A 
geles  gi-anted  the  project  $] 
milhon  in  concessions. 

ETCETERA... 


■  General  Motors  made  c 
John  Smith  chairman;  Jo 
Smale  will  remain  a  direct 

■  Delta  Air  Lines  and  its  ] 
lots  agreed  to  jointly  creat( 
low-cost  operation. 

■  Mary  Schapiro  will  be  t* 
first  president  of  the  nasi 
regulation  division. 

■  The  30-year  T-bill  dipp 
below  6%  for  the  first  tir 
since  1993.  5%,  anyone? 
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Q  :  As  a  senior  manager^  do  you  ever  think  about 
your  computers'  data  storage? 


A:  No. 


Q:  It  doesn't  hold  the  least  bit  of  interest  for  you? 


A :  Not  really. 


Q:  Ever  ask  your  MIS  people  to  explain  the 
latest  trends  in  storage? 


A:  Never. 


Q:  Did  you  know  your  competitors  could 
be  using  data  storage  to  eat  your  lunch? 


A:  What? Data  what? 
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There's  a  storm  of  information  now  moving  through  your  company.  You  can  either  be  buried  by  it, 
or  you  can  use  it  to  bury  your  competitors.  With  EMC  storage,  critical  information  moves  from  storage  to 
your  employees  and  customers  faster  than  any  other  system,  letting  you  generate  profits  faster  and  even 
extend  the  value  of  your  existing  computer  investment.  All  while  storing  and  protecting  your  information 
in  one  central  location.  At  EMC,  we  bring  best-of-breed  storage  solutions  to  market  before  anyone  else. 
It's  all  we  do.  Please  call  1-800-424-EMC2  ext.  131  to  discover  more  reasons  why  EMC  storage  is  the 
best  way  to  serve  up  your  information.  Not  to  mention  your  competition. 


OUTPERFORM  THE  COMPETITION  BY  A  E\CTOR  OfE  MC 


THE  STORAGE  ARCHITECTS 


EMC  and  ICDA  are  rcgwered  trademarks  and  Svinimirix,  Ceiunplex  and  THE  STOHiGE  ARCHITECTS  are  trademarks  of  EMC  Corporaiton. 
©;995  EMC  Corporation.  All  rights  reserved.  Otuside  the  U.S.  call  {SOS)  43S-I000  Ext.  8193. 


International  Business 


JAPAN 


1  THINK  THEY  WERE 
JUST  LYING  LOW 

Toyota  springs  its  second-wave  assault  on  the  U.S.  market 


It  was  a  red,  white,  and  blue  rally  at 
the  high  school  in  tiny  Princeton, 
Ind.,  as  Toyota  Motor  Corp.  an- 
nounced it  would  build  a  tnick  plant 
in  nearby  cornfields.  Huge  signs  along 
U.  S.  Route  41,  including  a  20-foot  in- 
flatable Uncle  Sam,  bade  welcome  to 
the  auto  maker  and  the  1,300  jobs  it 
will  bring.  The  Princeton  Marching 
Band  trumpeted  fight  music,  and  a 
pumped-up  crowd  that  included  World 
War  II  veterans  wearing  American  Le- 
gion hats  shouted:  "T-O-Y-O-T-A!"  Gov- 
ernor Evan  Bayh  stood  next  to  Toyota 
President  Hiroshi  Okuda  and  placed 
Toyota's  logo  on  a  giant  map  showing 
the  company's  North  American  loca- 
tions. The  crowd  roared. 

The  All- American  hoopla  was  an  iron- 
ic welcome  for  a  Japanese  carmaker 
starting  an  ambitious  new  drive  into 
the  heart  of  Detroit's  profit  margins. 
With  the  $700  million  plant,  Toyota  will 
begin  a  serious  run  at  the  ftill-size  pick- 
up truck  market — the  last  unchallenged 
bastion  of  Detroit  dominance.  The 
Princeton  factory,  which  will  stait  up 
in  1998,  will  be  able  to  produce  100,000 
TlOO  pickup  trucks  a  year,  enabling  the 
company  to  dodge  a  25%  im- 
port duty  and  the  ravages  of 
curTency  swings.  "It  will  be 
much  cheaper  to  build  the 
trucks  here,"  says  Okuda. 

Watch  out,  Detroit.  The  Indiana 
plant  is  only  one  of  several  moves  To- 
yota is  making  to  establish  itself  as  a 
full-fledged  "domestic"  vehicle  producer 
relying  mostly  on  U.  S.  production,  not 
imports.  Over  the  next  three  years, 
Toyota  plans  to  boost  North  American 
production  from  800,000  now  to  1.1  mil- 
lion. It  will  begin  making  a  front-wheel- 
drnve  mini  van  in  Kentucky  in  1997.  Tliis 
year,  the  company  spent  $230  million 
to  expand  plants  in  Cambridge,  Ont., 
and  Georgetown,  Ky.  All  told,  Toyota 
will  have  invested  $6.5  billion 
in  North  America,  giving  it  fgf[~~^ 
the  largest  presence  of  any  ^  ^ 
non-American  auto  maker. 
In  terms  of  sales,  it  will 


be  half  as  big  as  Chrysler  Cor-p. 

Toyota,  which  once  trailed  Honda 
Motor  Co.  and  Nissan  Motor  Corp.  in 
the  U.  S.,  also  seems  to  be  attempting 
to  ease  some  of  its  stateside  manage- 
ment woes.  For  years,  differ-ent  sales 
and  manufacturing  units  reported  di- 
r-ectly  back  to  Japan,  with  only  scant 
coordination  among  them.  Now,  all 
manufacturing  operations  will  report 
to  Toyota  Motor  Cor-por-ate  Ser'vices  of 
North  America,  which  will  "sell"  vehi- 
cles to  Califor-nia-based  Toyota  Motor 
Sales  i:sA  Inc. 

SHRINKING  STICKERS.  Although  both 
units  will  still  report  directly  to  Tokyo, 
the  reorganization  should  help  the  com- 
pany drive  down  costs  and  improve  co- 
or'dination.  Taken  together,  Toyota's 
moves  are  impressive.  "Over  the  last 
two  to  three  years,  a  lot  of  people  said 
Toyota  lost  its  way,  but  I  think  they 
were  just  lying  low,  and  now  they'r-e 
coming  on  strong,"  says  Peter  Board- 
man,  auto  analyst  at  UBS  Securities  Ltd. 
in  Tokyo. 
In  some 
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The  TlOO  pickup,  now  imported, 
will  be  produced  in  Indiana  at. 
the  rate  of  100,000  a, vear,  joining 
I  he  Avalon,  which  is  assembled  in 
Kentucky 


senses,  Toyota  is  doing  all  this  bee. 
it  has  to.  A  str'ong  yen  helped  p| 
Toyota's  thir-d-quarter  U.S.  sale 
Japan-made  vehicles  down  30%  fi 
last  year.  The  company  was  able  to  cj 
pensate  for  that  somewhat  by  increa: 
sales  of  its  locally  assembled  vehi 
by  20%.  Overall, 'Toyota's  U.S.  s, 
including  Lexus,  ar-e  off  1.7%  so  far 
year,  to  983,970. 

But  because  the  U.  S.  market  a| 
whole  is  off  even  mor'e,  the  compan 
again  gaining  market  shar-e.  After'  r-e; 
ing  a  high  of  8.2%  in  1991,  the  comp. 
lost  a  whole  point,  to  7.2%.  Now, 
back  up  to  7.5%,  and  prospects 
ftuther-  gains  are  good, 
because  Toyota  is  hot  in 
mar'ket  segments,  thank 
part  to  its  U.  S.  base.  ' 
year-old  Avalon,  which  ^ 
designed  in  the  U.  S.  anc 
manufactur-ed  in  Kentucky,  is 
ing  well,  with  some  60,000  solcl  so 
this  year.  The  Carmy,  while  down  a 
is  still  the  tliir-d-best-selling  car  in  Anfta|„i,jj 
ica,  after  the  For-d  Taurois  and  Ho: 
Accord.  It,  too,  is  made  in  Kentu(  %^ 
"Toyota  is  poised  for  major  gr'owth  w 
in  the  next  year-,"  says  Christopher 
Ceder-gren,  senior  vice-pr'esident  at  n 
ket  resear-cher  AutoPacific  Group 
in  Santa  Ana,  Calif. 

One  reason  for  this  happy  stfcjj^ 
of  affair-s  is  a  series  of  redesij 
The  new  Camry,  due  out  n 
fall,  should  be  priced  at  le 
$1,000    lower    than  tod£ 
$16,758  base  model.  It  will  be 
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Aetl  by  a  new  ('iii-(illa  in  1997.  Toyota 
ready  is  cutting  prices  on  some  mod- 
3.  The  sporty  coupe  Paseo,  all  new 
r  1996,  carries  a  sticker  price  of 
3,038,  exactly  $1,000  below  its  prede- 
ssor's.  And  the  face-lifted  '96  Celica 
>t  a  $700  cut,  to  $16,758.  All  told,  To- 
ita  raised  prices  only  1.7%  for  1996 — a 
nailer  jump  than  the  hikes  that  have 
ien  announced  by  Ford  Motor  Co.  and 
gneral  Motors  Corp. 
LocaHzing  production  of  the  TlOO  is 


particularly  important  because  Toyota 
hasn't  been  able  to  compete  in  that 
highly  profitable  niche.  Hefty  tariff  and 
shipping  costs  for  the  TlOO  have  kept 
margins  thinner  than  usual  even  for  a 
Japanese  auto  maker,  despite  a  sticker 
price  that  ranges  from  $14,-500  for  a 
low-end  4x2  to  more  than  $24,000  for 
the  loaded  4x4  pickup.  Prices  have  ris- 
en about  7%  this  year,  but  that  increase 
hasn't  been  enough  to  make  the  tmcks 
profitable.  Moreover,  the  company  has 


HAPPY  HOOSIERS:  Toyota's  Okuda  is 
warmhj  greeted  in  Princeton,  hid. 


been  forced  to  offer  dealer  incentives 
of  $2,000  to  .$3,000. 

With  Toyota  already  producing  Co- 
rolla, Camry,  Avalon,  and  Tacoma  mod- 
els in  the  U.  S.,  the  TlOO  plus  the  new 
minivan  will  raise  the  company's  made- 
in-America  line  to  six  vehicles.  There 
are  more  to  come.  "We  expect  that  our 
list  of  North  American-manufactured 
products  will  continue  to  gi'ow,"  Okuda 
says.  Likely  candidates  for  U.  S.  pro- 
duction include  the  Lexus  and  the 
4Runner. 

BETTER  POLITICAL  CLIMATE.  Toyota's 
timing  is  intriguing.  Shifting  production 
of  the  TlOOs  to  Ameiica  is  less  sensitive 
politically  now  than  it  would  have  been 
when  the  truck  was  launched  in  1992, 
an  election  year.  The  company's  fear  of 
political  backlash  also  has  ebbed  be- 
cause the  U.  S.-Japanese  auto  talks  are 
over  and  the  Big  Three  are  making  a 
push  into  Japan. 

So  it's  a  decisive  new  stage  in  To- 
yota's bid  to  expand  its  presence  in 
North  America.  Many  of  the  company's 
affiliated  parts  suppliers  are  likely  to 
come  along  for  the  TlOO  ride,  just  as 
they  did  when  Toyota  set  up  shop  in 
Kentucky.  Thanks  to  these  suppliers, 
the  TlOO's  local  content  will  be  50%. 
That  means  Toyota  is  now  the  leader  in 
the  Japanese  industry's  effort  to  estab- 
lish itself  so  deeply  in  the  American 
heartland  that  Detroit  will  never  be 
able  to  dislodge  it. 

By  Edith  Hill  Updike  i)i  Tokyo,  with 
Keith  Naughton  in  Princefan,  Ind.,  and 
La7Ty  Armstrong  in  Los  Angeles 


A  NON-TOYODA  IN  THE  DRIVER'S  SEAT 


Hiroshi  Okuda  never  seemed  like 
your  typical  Japanese  execu- 
tive. As  vice-president  of  To- 
yota's finances,  he  was  brash,  out- 
spoken and  quick  to  laugh.  But  since 
becoming  Toyota's  president  in  Au- 
gust, he  has  become  more  subdued, 
trading  in  his  sporty  blue  Aristo  for 
a  conservative  Crown  Majesta.  The 
job,  he  says,  "is  squeezing  me." 

Okuda  is  the  first  professional 
manager  to  rise  to  the  presidency  of 
Japan's  No.  1  auto  maker  since  1967. 
It  may  be  some  time  before  the  fac- 
tory folks  in  Toyota  City  learn  to 
love  a  president  who  is  neither  a 
manufacturing  man  nor  a  member  of 
the  Toyoda  family.  So  the  challenge 
for  Okuda  is  to  take  on  the  coloring 
that's  expected  of  a  Toyota  president. 


while  retaining  his  decisive, 
energetic  style.  That's  pi-e- 
cisely  what  Toyota  needs. 
"The  company  is  at  a  tran- 
sition point,"  Okuda  says. 

He  succeeded  Tatsuro 
Toyoda,  who  was  known  to 
be  difficult  to  work  for.  His 
indecisiveness  combined 
with  a  compulsion  to  micro- 
manage  created  a  bottle- 
neck at  the  top.  The  reason 
he  got  the  president's  job  in 
1992  was  that  his  older  brother,  Shoi 
chiro,  wanted  him  to  have  it.  Shoichi 
ro,  then  chairman,  departed  two 
years  later  to  head  Japan's  leading 
business  gi*oup,  Keidanren. 

But  leaving  Tatsuro  alone  at  the 
top  just  wasn't  working.  A  stroke  in 


HIROSHI  OKUDA 


April  left  him  partially  pai'a- 
lyzed,  which  provided  a 
face-saving  excuse  for  a  re- 
shuffle. Okuda  is  well-hked 
and  respected  by  both  Shoi- 
chiro  and  the  quasi-retired 
Eiji  Toyoda.  They  engi- 
neered his  move  up. 

Some  insiders  hope  Oku- 
da is  an  interim  figure  who 
will  hold  the  reins  only  until 
the  next  generation  of  Toyo- 
das  is  ready.  But  Okuda  is  a 
Uvely  63  and  expects  to  remain  in  his 
post  for  more  than  a  single  two-year 
term.  He  recogTiizes  that  one  day  he 
will  pass  the  job  to  a  younger  per- 
son. But  not  before  he  has  set  Toyo- 
ta on  the  right  track. 

By  Edith  Hill  Updike  in  Tokyo 
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WHY  KOREA'S  CLEANUP 
WONT  CATCH  ON 

Seoul's  neighbors  share  its  corruption-but  not  its  poUtical  will 


It  reads  like  a  classic  tale  of  revenge, 
with  President  Kim  Young  Sam  purg- 
ing his  predecessoi-s  in  a  bid  to  se- 
cure his  own  futui'e.  But  the  bribery  in- 
dictments of  foiTner  President  Roh  Tae 
Woo  and  seven  top  businessmen  on 
Dec.  5  are  clear  evidence  that  as  South 
Korea's  democracy  deepens,  the  comapt 
old  system  is  gradually 
giving  way  to  one  that 
is  more  transparent  and 
market-oriented. 

Speaking  before  a  na- 
tional TV'  audience  in  sad, 
reverent  tones,  senior 
prosecutor  Ahn  Kang- 
Min  outlined  a  pattern 
of  massive  corruption. 
Ahn  said  his  team  of  92 
investigators  questioned 
400  witnesses  and  found 
that  35  business  gi'oups 
gave  a  total  of  $369  mil- 
hon  in  bribes  to  Roh 
during  his  term  that 
ended  in  1993. 

Lee  Kun-Hee,  chaii  - 
man  of  Samsung  Gi'oup, 
led  the  list,  with 
$32  million  in 
bribes.  Chairman 
Kim  Woo-Choong  of 
Daewoo  Corp.  came 
next,  with  $31  million. 
Tlie  bribes  were  often 
paid  for  specific  govern-  = 
ment  contracts.  But  Ahn 
said  Roh  also  extorted 
money  regularly  from 
businessmen  in  exchange 
for  their  staying  in  the  gov 
emment's  good  gi'aces. 
LENIENCY.  The  disclosures  left 
Koreans  feeling  shame  and  re- 
sentment. Yet  the  view  that  Roh 
shook  down  the  chaebol,  rathei' 
than  vice  versa,  led  to  relatively 
lenient  treatment  of  theii"  chairmen.  So 
did  fear  that  their  detention  would  hurt 
their  conglomerates'  operations  and 
dampen  the  country's  economy  in  the 
runup  to  next  April's  general  election. 

For  that  reason,  the  seven  chairmen 
who  were  indicted  on  Dec.  5  were  not 
detained.  Instead,  they  are  free  to  work 
as  they  face  trials  that  are  expected  to 


conclude  next  spring  in  suspended  sen- 
tences or  fines.  The  stiffest  punishment 
so  far  went  to  Hanbo  Steel  &  General 
Construction  Group  Chairman  Chung 
Tae-Soo.  He  is  in  prison. 

The  outcome  was  widely  expected,  and 
the  Korean  bourse  rose  2%  by  the  end  of 
trading  Dec.  6  on  optimism  that  the 


PRESS  AND  PROSECUTOR: 

AktL  Kang-Miyis 
headline-rnaking  probe 
involved  4-00  witnesses 


worst  was  over  The  expo- 
siu'es  should  shaiply  reduce 
payoffs  in  Korea.  And  that 
means  the  diaebol  will  have 
to  compete  more  on  merit. 

It  will  also  hasten  the 
gi'oups'  ti-ansition  from  auto- 
cratic, family-iiin  businesses 
to  professionally  managed 
enterprises.  The  government  has 
ab'eady  considered  requii-ing  them  to  ap- 
point more  outside  directors  to  their 
boaixls.  Tliese  developments  come  as  the 
government  is  overhauling  its  financial 
sector,  opening  the  door  to  more  foreign 
companies  and  moving  toward  more  pro- 
fessional handling  of  taxation. 

A  key  question  now  is  whether  Ko- 
rea's purification  process  wiU  send  rever- 


berations throughout  East  Asia.  The  & 
of  political  and  economic  reform  that 
is  promising  certainly  hasn't  happen! 
in  Japan.  There,  the  Liberal  Democra 
Party,  dethi'oned  by  a  series  of  scandl 
in  1993,  is  back  as  the  biggest  partner] 
the  ruhng  coalition.  Promised  politi 
refoiTTis  are  full  of  loopholes,  and  tl 
have  yet  to  be  tested  in  an  election 

Similarly,  in  Taiwan's  Dec.  2  electi' 
votei"s  exijressed  disgust  with  the  co: 
ways  of  the  inling  Nationalist  Paity, 
there  is  little  prospect  of  a  fundamen] 
assault  on  dirty-money  connections, 
wan's  legal  system  makes  it  difficult 
punish  officials  who  play  money  polit| 
since  there  are  no  laws  or  regulate 
governing  coiporate  donations. 

HOMEMADE.  Korea's 
ity  to  confront  gr; 
owes  much  to  its  st^ 
of  democracy.   Unli  ..... 
even  nominally  den  Alll 
cratic  Japan,  Korea's  s;  | 
tem   was   shaped     ID  M 
something  akin  to 
revolution.  The  wat( 
shed  came  in  1987,  wh  " 
the  middle  class  join 
students  in  demonsti 
tions  that  forced  th 
President  Chun  D 
Hwan  to  hold  a  dir( 
{^residential  election 

The  result  is  a  Kore 
poUty  that  feels  more  i 
fr-anchised  than  Japai  '^^ 
since  Japan  got  its  cc 
stitution  from  the  U 
"Korea  has  become  a  c 
niocracy,  but  one  th 
wants  to  examine  how 
got  here,  how  much  it  cost,  and  who 
responsible,"  says  Chalmers  Johnsc 
president  of  the  Japan  Policy  Resear 
Institute  in  Cardiff,  Calif. 

Ti'ue,  Japan's  economy  bears  mai 
imiiovnfiQc:  fn  Tv'rivQa'c  ^ud  Is  many  tlm 
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similarities  to  Korea' 
bigger  and  more  complex.  If  capitalis 
and  a  broad  middle  class  were  aU  t'. 
mattered,  Japan's  decision-making  wou 
be  the  most  transparent  in  the  world, 
Ironically,  one  reason  Japan  may 
more  resistant  to  sweeping  reform 
that  its  system  is  more  mature  and  b; 
anced  than  Korea's.  More  of  Japan's  coi 
panies  are  professionally  managed,  ai 
they  enjoy  tighter  patterns  of  cooperati( 
with  the  ministries  that  oversee  thei 
So  for  now,  other  East  Asian  states  a 
only  wonder  if — and  when — their  om 
people  will  discover  the  same  impul 
that  has  driven  Korea  to  confront  a  sy 
tem  built  on  graft. 

By  Steven  Brull  in  Seoi 
mth  bureau  repor 
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lANCE 


LAYING 

OR  ALL  THE  MARBLES 

ippe  vs.  the  unions:  In  the  balance,  Europe's  future 


I  s  grumbling  Parisians  hiked  and 
I  hiked  to  work  past  padlocked  Metro 
Istations  in  the  early-December  chill, 
oitnight  of  public-service  strikes  was 
shing  the  government  of  Prime  Min- 
ir  Alain  Juppe  into  a  painful  dilemma. 
Juppe  sticks  with  his  plans  to  cut 
rkers'  benefits  and  raise  taxes,  the 
ikes  could  vdden,  pushing  France — 
i  maybe  even  all  of  Europe — into  re- 
ision.  But  if  Juppe  caves,  France  will 
ver  make  the  budget  cuts  needed  to 
alify  for  monetary  union  with  Ger- 
iny  and  other  European  countries  by 
99.  Without  the  participation  of 
ance,  monetary  union  will  collapse — 
d  so  vWll  hopes  for  a  wider  European 
egration. 

Thus  this  French  crisis  is  a  moment 
truth  for  all  Europe.  It's  also  a  mo- 
mt  that  Juppe  and  President  Jacques 
lirac  have  long  ^^^^^^f^"^ 
ught  to  avoid.  Dete- 
irating  public  finances 
ally  forced  Juppe  to 
t  tough  with  France's 
million-strong  state 
iployees  (table).  Jup- 
wants  to  align  their 
tirement  plan  with 
at  of  the  private  sec- 
r,  requiring  them  to 
)rk  40  years  instead 
37'/;.  Some  rail  work- 
s  now  retire  as  young 
age  50  and  are 
rongly  resisting 
lange.    Juppe  also 


plans  to  freeze  state  workers'  pay  next 
year  and  to  cut  health  benefits  for  all 
French  workers. 

But  it's  even  money  whether  Juppe 
will  successfully  resist  strikers.  His  pre- 
decessors, notably  Edouard  Bahadur, 
had  a  history  of  yielding  to  pressure 
from  the  streets.  Juppe  insists  he  won't 
do  so — even  if  he  has  to  resign.  In  an 
angry  speech  to  parliament  on  Dec.  5, 
he  announced  he'll  consult — but  not  ne- 
gotiate—with workers  who  are  resisting 
his  planned  reforms. 

Meanwhile,  union  leaders  are  digging 
in.  So  far  they've  offered  no  alterna- 
tives to  cutting  state  deficits — an  issue 
that's  obviously  low  on  their  agendas. 
They  promise  a  lengthy,  militant  strike. 
"The  longer  the  strike  lasts,  the  gi'eater 
the  demands  will  become,"  warns  Marc 
Blondel,  the  blustery  secretary  general 


Eight  Months  to  a  French  Crisis 


MAY  Alain  Juppe  is 
appointed  French 
Prime  Minister  by  Pres- 
ident Jacques  Chirac, 
who  promises  to  put  job 
creation  ahead  of 
deficit-cutting. 

AUGUST  With  a  weak- 
ening economy  hurting 
tax  revenues,  Juppe 
orders  state  ministries 
to  cut  budgets.  But  he 
also  fires  Alain 


Madelin,  free-market 
Economics  Minister,  for 
suggesting  that  civil 
servants'  "privileges" 
be  reduced. 
SEPTEMBER  Juppe 
declares  a  freeze  on 
civil  servants'  pay. 
OCTOBER  State 
employees  strike  for 
one  day  to  protest  the 
freeze.  Later  that 
month,  Chirac  says 


RAILWAY  WORKERS:  Will  Paris  cave 
again  to  pressure  from  the  streets? 

of  one  big  union.  Force  Ouvriere.  New 
groups  are  airing  other  giipes.  Students 
have  marched  foi"  highei'  education  bud- 
gets. Hospital  employees  want  higher 
wages,  while  postal  and  electricity  work- 
ers have  stayed  home  to  warn  against 
possible  privatization. 
PRIME  MOVER.  The  strikes  are  already 
hurting  business  in  France — and  be- 
yond. A  lack  of  trains  to  cany  its  cars 
has  forced  Peugeot  to  lay  off  1,700 
workers  at  one  French  plant.  Paris  de- 
partment stores  say  Christmas  shop- 
pers are  50%  fewer  than  normal,  be- 
cause of  transit  strikes.  General  Motors 
Corp.'s  GeiToan  unit,  Adam  Opel,  had  to 
eliminate  a  work  shift  recently  because 
parts  fi'om  Spain  couldn't  cross  France. 
Economists  now  forecast  that  the 
French  economy  is  likely  to  shrink  this 
quarter  and  grow  by  little  more  than 
1%  for  1996  vs.  2.4%  this  year 

Although  wracked  by  problems, 
France  still  looms  large  as  Europe's  sec- 
ond-largest economy  and  as  a  prime 
mover  of  European  unity.  But  Paris 
must  muscle  through  its  budget  cuts 
fast.  In  March,  an  inter-governmental 
conference  will  consider  where  unity 
goes  from  here.  If  Juppe  backs  down, 
the  answer  vdll  be:  nowhere.  "France 
has  the  keys  to  monetaiy  union  in  its 
hands,"  says  Jiirgen  Pfister,  economist  at 
Germany's  Commerzbank. 

With  the  possible  exception  of 
Britain's  Conservatives — who  bear  lit- 
tle love  for  monetaiy  union — most  Eu- 
ropean governments  hope  Juppe  sticks 
to  his  deficit-cutting  guns.  German 
Chancellor  Helmut  Kohl  is  undoubtedly 
pressuring  Chirac  to  support  Juppe. 
Market  rumors  suggest  the  two  lead- 
ers may  cut  a  deal  to  fix  currency  pari- 
ties leading  into  monetary  union  and 
pledge  their  central  banks  to  defend 
them.  This  would  free  France  to  cut 
rates  to  prop  up  its  economy  without 
devaluing. 

Such  a  pact  would  be  tough  to  en- 
force, however,  unless 
the  French  reassiu'e  the 
markets  by  seriously 
cutting  social  spending. 
"France  has  reached 
the  limits  on  the  prob- 
lems of  50  years,"  says 
French  economist  Elie 
Cohen.  Europe  will 
learn  soon  whether 
Alain  Juppe  is  the  man 
to  fix  them. 

By  Stewart  Toy  in 
Paris,  with  John  Tem- 
pleman  in  Bonn  and 
William  Glasgall  in 
New  York 


deficit-cutting  is  now 
the  top  priority. 
NOVEMBER  Juppe 
announces  stiff  tax 
hikes  and  benefit  cuts 
to  halve  $12  billion  in 
social  security  deficits. 
Public  employees 
launch  bitter  strikes. 
DECEMBER  Statistics 
show  French  economic 
growth  weakening. 
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Face  It,  networked  computers  have 
:hanged  the  way  the  world  does 
business.  ^  Intorniation  is  shared 
mstandy.  Problems  are  solved  more 
easily.  And  you  know  what?  The 
;ky's  the  limit  —  thanks  to  that 
anprecedented  resource  called  your 
letwork.  Ik  At  Compaq"  and  Novell", 
sve  understand  how  critical  relia- 
bility and  pertormance  are  to  your 
letwork.  As  business  partners,  we've 
3een  developing  integrated  solutions 
"or  over  ten  years.  ^  Which  is  un- 
loubtedly  one  ot  the  reasons  why 
nore  ot  the  world's  businesses 
lepend  on  Compaq  and  Novell 
han  any  other  network  solution. 
)houldn't  you?  Jj-  For  more  mtor- 
nation.call  l-S(H)-345-1518. 


COMPAa 


•  •  •  •  • 


Novell. 


JsED  To  Be  Insurmountable,  Isn't 


International  Business 


CANADA 


THE  CALL  OF  THE  WILD 
IN  WESTERN  CANADA 

Will  seeking  freedom  from  Ottawa's  control  fan  separatism? 


Edward  E.  McNally,  ceo  of  Calgary- 
based  Big  Rock  Brewery  Ltd.,  is 
fed  up  with  Canadian  federalism — 
and  Quebec's  separatism.  His  sentiments 
are  shared  by  a  growing  number  of  ex- 
ecutives in  Western  Canada  who  see 
taxes  ft-om  their  resource-rich  provinces 
subsidizing  Eastern  provinces,  especially 
Quebec,  half  a  continent  away.  Besides, 
says  McNally,  given  Quebec's  high  beer 
taxes,  "it's  easier  to  sell  in  the  U.  S. 


voters  naiTowly  defeated  a  sovereignty 
referendum.  But  polls  show  secessionist 
sentiment  has  actually  risen  since  then. 
Prime  Minister  Jean  Chi'etien's  challenge 
is  to  meet  enough  of  Quebec's  perennial 
demands  to  quell  the  rising  support  for 
sovereignty  without  peiTnanently  alienat- 
ing increasingly  vocal  Westerners.  But 
his  latest  unity  plan,  offered  to  ParHa- 
ment  on  Nov.  29,  has  been  rejected  by 
both  separatists  and  the  Reform  Party. 


than  it  is  in  Quebec'  11.  -  rru.-^u  ,iied 
that  if  Quebec  wants  independence  from 
the  Canadian  federation,  he  says,  they 
should  be  told  "to  get  the  hell  out." 
"DANGEROUS."  Welcome  to  Canada's 
Wild  West.  Even  as  an  aggi'ieved  Que- 
bec inches  ever  closer  to  secession,  a 
Newt  Gingi-ich-style  right-wing  is  build- 
ing momentum  in  Western  Canada. 
Championed  by  the  Calgary-based  Re- 
form Party,  the  movement  wants  to 
slash  federal  spending  and  give  prov- 
inces control  over  programs  ranging 
from  health  care  to  education.  Mean- 
while, the  party's  open  hostility  to  Que- 
bec's longstanding  demands  for  a  special 
role  in  Canada  could  give  the  separatists 
just  the  push  hey  need  to  destroy  the 
confederation.  "The  Reform  Party  is 
playing  a  very  dangerous  game,"  says 
former  Prime  Minister  .Joe  Clark. 
The  timing  is  risky.  On  Oct.  30,  Quebec 


Alberta  allowed  private  clinics 
to  open.  Ottawa  retaliated  by 
withholding  health-care  funds 


Unless  Chretien  changes  his  strategy 
fast,  warns  Refonn  Party  leader  Preston 
Manning,  "he'll  lose  the  next  and  last 
contest  with  the  separatists." 

Manning  says  there's  a  way  around 
the  stalemate.  Both  the  West  and  Que- 
bec agree  on  one  thing — that  Canada 
needs  to  be  radically  decentralized.  But 
Chretien  has  offered  provinces  more 
control  over  just  one  program:  employ- 
ment training. 

Nor  has  Chretien  satisfied  Western 
demands  for  fiscal  austerity.  Alberta 
Premier  Ralph  Klein  is  enormously  pop- 


ulai-  after  slashing  spending  20%  as  p„»t 
of  a  plan  to  wipe  out  a  $2.6  billion  In 
get  deficit  by  next  year.  "These  st  (  ^ 
have  absolutely  improved  the  busin,; 
environment,"  says  Doug  Mitchell, 
ident  of  Calgary's  Chamber  of  Cd 
merce,  who  notes  that  Alberta's  unc' 
ployment  rate  is  just  7.6%,  vs.  9.-Kf  ' 
Canada  as  a  v^^hole.  Mitchell  predii: 
Klein  will  soon  cut  taxes,  which  he  s;  i 
are  already  the  lowest  in  Canada. 
potshots!  The  Reform  Party  has  tak 
its  crusade  to  Ottawa.  It  wants  Canad; 
budget  balanced  in  three  years  and  ci 
trol  over  many  programs  passed  to  t; 
provinces.  Ah'eady,  Alberta  has  pei  ir 
ted  private  clinics  to  offer  services  w/ 
long  waiting  lists,  such  as  cataract  <ip' 
ations.  Citing  erosion  of  "national  ^t; 
dai'ds,"  Ottawa  retaliated  by  withhdldi: 
some  of  Alberta's  health-care  fundim 
Albertans  and  British  Columl<uii 
upset  with  Ottawa's  meddUng,  are  t: 
backbone  of  the  Reform  Party,  found 
in  1987  by  Manning.  Under  the  5o->  i' 
old  former  management  consultaii 
lead,  RefoiTn  holds  52  seats  out  uf  'S 
in  the  House  of  Commons — just  one  s,. 
of  official  Opposition  status. 

"Traditional  federahsm  has  broug 
this  country  to  the  very  brink  of  dis: 
ter,"  says  Manning.  Such  talk  has  f 
the  West  on  a  collision  course  with  Ch 
tien's  conciliatory  approach  to  Quebi 
Chretien's  move  to  recognize  the  Fren( 
speaking  province  as  a  distinct  socie 
and  offer  it  a  veto  over  constitutioi 
amendments  would  make  Quebec  sup( 
ior  to  the  other  provinces,  the  Refoi 
Party  complains. 

That  may  play  into  the  hands  of  Qi 
bee  separatists.  But  to  quench  separat 
flames.  Reform  is  preparing  a  toug 
minded  plan  to  make  it  "crystal  cle 
before  another  refere 
dum,  exactly  what  t 
negative  implications  of 
cession  are,"  says  Ms 
ning.  His  party  woi 
challenge  Quebec's  curre 
boundaries  and  threaten 
veto  an  independent  Qi 
bee's  application  for  membership  in  t 
North  American  Free  Trade  Agreeme: 
Despite  growing  pressure  for  chan 
from  Quebec  and  Western  Canac 
Chretien  is  determined  to  fight  for  t 
status  quo,  with  as  few  changes  as  p( 
sible.  If  Ottawa  can't  put  a  lid  on 
debt,  it  will  eventually  be  forced  to  pr( 
fer  a  larger  role  to  the  provinces.  T 
only  question  is  whether  that  will  ha 
pen  in  time  to  head  off  divorce  wi 
Quebec  or  as  part  of  a  messy  breaku 
By  William  C.  Sijnion 
in  Calgary,  Al 


Palapa,  the  national  satellite,  has  connected  blasinii 


If  has  23.  international  airports  serving  a  market  of  nearly  200  million  people, 

and  still  many  American  and  European  global  marketers  have  never 

even  been  there.  It's  the  world's  4th  largest  nation  with  an  infrastructure 

growing  so  rapidly,  the  World  Bank  states  that  its  economy 

could  be  the  world's  6th  largest  by  the  year  2010.  It  has  a  strong  pro-business 

government  and  culture,  with  a  skilled,  fast-growing  middle  class. 

If  your  business  needs  to  learn  more  about  Indonesia,  call  1-800-646-7382 

(Dept.  B24)  for  -a  free  brochure  or  contact  http://www.indonesiatoday.com 


THINK 


BIG 


d  consumer  markets  to  ft^  :^drld'  since  1976., 
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NDONESIA 


Today's  BIG  opportunity 


When  was  the  last 
time  you  had  this 
much  fun  in  a  car... 


■  ©1995  GM  Ciirp  All  rights  reserved 
Riviera  is  a  registered  trademark  ol 
GM  Corp-  Buckle  up.  America' 


Riviera  $399 


USA 

Official  Sponsor  iitf 
1996  U.S.  Olympn  In 


Buick  SmartLease.'  $1,800  (lown/30  months 


OR 


Buick  SmartLease  Plus. $12, 321     single  up-front  payment/ 
30  -month  lease  —  savings  o  f  $1,449 


Get  into  a  new  Riviera  and  get  excited  . . 
really  excited  about  driving  again.  With  a 
240-horsepower  supercharged  engine  and 
a  body  structure  that  sets  a  new  standard 
for  structural  integrity  among  luxury 
coupes  —  Riviera  is  a  good  time 
waiting  to  happen.  And  because  ^ 
Riviera's  new  body-sensitive  Riviera  by 


seats  have  been  tested  by  hundreds  of 
people  driving  over  100,000  miles,  you'll 
extremely  comfortable  while  you're  havin 
fun.  Especially  now,  when  you  can  choose 
from  two  comfortable  lease  plans. 

For  more  information, 
W         call  1-800-4-RlVlERA  or  see  your 

B-  1  local  Buick  dealer  for  details, 

uick 


•$399,00  per  month  for  :iO  months  Sl.WIO  00  DOWN  PAYMENT  $2,649.0(1  due  at  lease  signing  (lirst  month's  payment  o(  $399  00.  plus  $450  00  refundable  security  deposit,  plus  down 
payment).  Ta.xes.  license,  title  fees  and  insurance  extra,  (jMAC  must  approve  lease  Example  based  on  1996  Riviera  with  ISE  package,  leather  bucket  seats.  Supercharged  engine.  Astroroof 
and  heated  memory  seats,  $34,362  00  MSRP.  including  destination  charge  Monthly  payments  total  $1 1 .970,00,  Payments  may  be  slightly  higher  in  .Mabama.  California,  Connecticut.  Hawaii,, 
New  York,  Rhode  Island,  Texas  and  Virginia  Option  to  buy  at  lease  end  at  price  determined  at  lease  signing  Mileage  charge  ol  $  15  per  mile  over  30.000  miles.  Lessee  pays  for  excess  wear 
You  must  take  retail  delivery  out  of  dealer  stock  by  January  31.1996.  Dealer  participation  may  vary.  See  your  participating  dealer  for  qualification  details.  ''SO-month  SmartLease  Plus: 
Make  all  payments  in  advance  totaling  $12,321  plus  refundable  security  deposit  of  $450  for  a  total  of  $12,771  due  at  lease  signing.  Cash  savings  based  on  comparison  ol  total  monthly 
payments  under  a  conventional  30-month  SmartLease'  with  cash  down  payment,  versus  all  payments  in  advance  under  SmartLease  Plus  program. 
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nternational  Outlook 


;AN  ZEDILLO  PENETRATE 
AEXIGO'S  HEART  OF  DARKNESS? 


i^resident  Ernesto  Zedillo  Ponce  de  Leon  broke  the  un- 
^written  rules  of  Mexican  politics  last  March  by  jailing 
Raul  SaUnas  de  Gortari,  the  brother  of  the  former  Pres- 
ent, on  charges  of  masterminding  a  political  assassination, 
lat  ignited  a  bitter  feud  between  Zedillo  and  Carlos  Salinas, 
ho  wound  up  going  into  voluntary  exile. 
But  things  really  heated  up  when  Raul  Salinas'  wife  was 
rested  in  Geneva  last  month  while  attempting  to  with- 
•aw  money  fi'om  secret  bank  accounts  holding  .$.S4  million, 
aul  Salinas  has  now  been  charged  with  ac-  f 
imulating  "illicit  wealth"  while  in  govern- 
ent  in  the  1970s  and  1980s.  Top  Swiss  pros- 
utors  have  flown  to  Mexico  to  question  him 
)Out  possible  money-laundering  and  links  to 
•ug  traffickers. 

The  probe  into  Raul  Salinas'  activities  could 
I  the  vehicle  for  exposing  a  vast  system  of 
isiness-to-goverament  payoffs  that  has  long 
;en  suspected  in  Mexico.  It  is  ah-eady  fueling 
political  battle  that  could  lead  to  the  demise  of 
exico's  long-ruling  Institutional  Revolution- 
y  Party  (pri). 

ZARRE  FAX.  One  of  the  big  questions,  of 
■urse,  is  what  Carlos  Salinas  knew  of  his 
'Other's  activities — and  whether  he  benefited 
om  them.  The  former  President,  who  has 
;en  charged  with  no  crime,  is  now  engaged 

a  desperate  straggle  to  save  his  reputation.  In  a  bizan-e 
ght-page  letter  faxed  Dec.  3  to  Mexican  news  organiza- 
}ns.  he  denied  any  knowledge  of  Raul's  activities  and 
oaned  about  being  singled  out  as  Mexico's  "favorite  vil- 
in."  He  also  sought  to  quash  speculation  that  he  was  some- 
iw  involved  in  the  assassination  of  pri  presidential  candidate 
iiis  Donaldo  Colosio  in  1994.  He  suggested  that  rivals  in- 
uding  former  President  Luis  Eeheverria  were  attacking 
m  to  destroy  his  fi'ee  market  reforms. 

These  denials  have  not  stemmed  the  mounting  skepticism 


I 


DENIALS:  Carlos  Salinas 


about  Carlos  Sahnas.  He  has  been  hurt  by  the  recent  com- 
ments of  former  Mexican  Controller  Maria  Elena  Vazquez 
Nava,  who  said  she  warned  Salinas  about  reports  of  his 
brother's  activities.  Salinas  was  worried  enough  about  Raul  to 
banish  him  to  a  California  think  tank  in  1992. 

Prosecutors  are  inteirogating  a  wide  circle  of  Raul's  friends 
to  try  to  detennine  where  his  millions  came  from.  They're  fo- 
cusing on  Raul's  role  as  a  top  official  of  conasupo,  the  gov- 
ernment distribution  agency  for  corn  and  other  commodities. 

The  Attorney  General  has  also  said  he  has  ev- 
idence that  Raul  Salinas  may  be  linked  to  Mex- 
ican drag  cartels. 

Still,  it  is  imclear  whether  these  probes  will 
go  much  beyond  Raul  Salinas  and,  perhaps, 
his  inner  circle.  A  sweeping  anticorruption 
drive  could  be  a  i-isky  undertaking  for  Zedillo. 

Ilt  might  implicate  some  of  his  own  ministers, 
many  of  whom,  like  Zedillo  himself,  held  senior 
posts  under  Salinas.  It  might  also  cost  the 
President  what  support  he  has  left  in  the  busi- 
ness commimity.  "Very  rich,  powerful  Mexican 
businessmen  were  involved  in  some  of  these 
deals,"  says  political  scientist  Emiho  Zebadua. 
But  the  outspoken  opposition  paities  and  the 
aggi'essive  press  ai'e  pushing  foi'  full  investiga- 
tions into  coiTuption  dming  the  Salinas  admin- 
istration.  The  left-wing  Party  of  the  Democrat- 
ic Revolution  has  demanded  a  probe  into  the  1990  privatization 
of  Telefonos  de  Mexico,  the  phone  monopoly.  Sales  of  the  state 
TV  networks  and  the  banks  could  also  come  under  scrutiny. 

Even  if  Mexico's  own  investigations  get  bogged  down, 
Swiss  and  U.  S.  investigators  may  present  Zedillo  with  im- 
possible-to-ignore  evidence  of  liigh-level  corraption.  The  ques- 
tion remains,  however,  whether  Zedillo  will  cast  a  wide  net  or 
try  to  finesse  the  issue  by  making  examples  of  a  few  promi- 
nent people.  The  latter  option  still  seems  more  likely. 

By  Geri  Smith  i)i  Mexico  City 


GLOBAL  WRAPUP 


m  CHINA'S  THREATS  WORK? 

►  Major  strides  by  Taiwan's  conserva- 
tive New  Party  in  the  Dec.  2  legisla- 
tive elections  will  likely  bolster  Chi- 
la's  confidence  in  its  "missile 
liplomacy."  The  Chinese  had  held  mil- 
tary  maneuvers  near  the  island  to 
iiseourage  voters  from  supporting 
pro-independence  candidates.  The 
naove  seems  to  have  paid  off:  The 
New  Party,  made  up  of  Kuomintang 
[KMT)  deserters  angry  over  President 
Lee  Teng-hui's  flirting  with  indepen- 
lence,  has  surged  from  7  to  21  seats. 


By  comparison,  the  pro-indepen- 
dence Democratic  Progressive  Party 
gained  only  four  seats.  The  gains 
came  at  the  expense  of  Lee's  long- 
ruling  KMT,  whose  majority  was 
trimmed  to  85  seats  in  the  164-seat 
assembly. 

Beijing  is  likely  to  keep  the  pres- 
sure on  as  the  March  presidential 
elections  approach.  There  may  even 
be  a  mock  invasion  of  Kinmen,  a  Tai- 
wanese island  off  China's  coast.  Lee's 
poll  ratings  have  dropped,  and  he's 
facing  more  defections  to  the  New 
Party. 


EMBRYONIC  MEDIA  EMPIRE 

►  Thai  media  mogul  Sondhi 
Limthongkul  says  he  is  risking  $60 
milhon  of  his  own  money  to  launch  the 
Asia  Times,  which  debuted  in  Hong 
Kong,  Bangkok,  and  Singapore  on 
Dec.  6.  The  English-language  newspa- 
per is  part  of  a  pan-Asian  strategy 
that  includes  the  magazine  Asia  hic, 
Intex'net  data  services,  and  an  $80  mil- 
lion broadcast  satellite  to  be  launched 
in  1997.  The  48-year-old  former  jour- 
nalist hopes  to  create  the  first  inte- 
grated, non- Western  media  giant. 


Legal  Affairs 


WORKPLACE  SAFETY 


AN  EXPLOSIVE  MIX 
AT  TRW 

Air-bag-plant  mishaps-and  bad  press-haunt  the  company 


The  sjirawling  factories  used  to  go 
unnoticed  under  the  bright  desert 
sun.  But  for  the  past  year,  a  pa- 
rade of  screaming  fii-e  engines  has 
been  piercing  the  calm  surrounding  the 
two  aii'-bag-inflator  manufacturing  plants 
in  Mesa,  Ariz.  The  local  fire  department 
has  responded  to  21  emergency  calls  at 
one  of  the  plants,  the  latest  on  Dec.  2. 
Now,  with  every  rumor  of  a  new  prob- 
lem, helicopters  from  nearby  television 
stations  swami  over  the  facihty  ready  to 
record  the  shghtest  puff  for  the  evening 
broadcast. 

For  ovraer  trw  Inc.,  the  frenzied  at- 
mosphere has  become  more  than  a  pub- 
lic-relations nightmare.  One  contract 
constniction  worker  was  killed 
in  an  explosion  at  a  facility, 
and  a  contract  welder  sus- 
tained extensive  burns.  State 
and  local  authorities  launched 
at  least  three  separate  inves- 
tigations into  the  company's 
safety  procedures.  A  six- 
month  gi'and-jury  inquiry  by 
the  Arizona  attorney  gener- 
al's office  ended  on  Nov.  13 
with  the  company  paying  $1.7 
million  in  fines.  The  state 
agency  overseeing  occupa- 
tional safety  fined  TRW  $89,000 
after  it  found  that  the  com- 
pany didn't  have  an  effective 
fire-protection  and  fire-pre- 
vention progi-am. 
OVERREACTING?  Wliat's  more, 
the  Mesa  Fire  Dept.  took  the 
unprecedented  step  on  Sept. 
26  of  shutting  down  one  of 
TRw's  plants  for  two  day.s — 
forcing  the  nation's  second- 
largest  air-bag  producer  to 
scramble  to  meet  customer 
orders.  "It's  supposed  to  be 
safety,  quality,  and  quantity, 
in  that  order,"  says  one  Mes;i 
worker  who  switched  out  ni 
an  area  hit  by  fires  aftei-  i 


haiTowingly  close  call.  "Well,  they  just 
wanted  quantity,  quantity,  quantity." 

Cleveland-based  trw  argues  that 
state  and  local  authorities  are  over- 
reacting. Company  officials,  supported 
by  many  employees,  say  they  have  tak- 
en all  necessary  precautions  to  protect 
workers  from  a  manufacturing  process 
that  is  inherently  hazardous.  For  ex- 
ample, they  say  they  have  automated 
the  processes  in  which  explosions  are 
most  likely  to  occur  to  isolate  workers 
ft"om  danger.  They  also  have  poiu'ed  $50 
million  into  sophisticated  safety  systems. 
"We  never  compromise  safety,"  says 
John  A.  Janitz,  executive  vice-president 
of  TRw's  Occupant  Restraint  Systems 


[<i  the  ai 

Group,  adding  that  trw  has  set  the  (-«f*V 
dustry  standard  for  air-bag-plant  ex^Kil'^^'^ 
guishing  systems.  !  iif-  '-' 

That  may  be.  But  critics  note  tjticXfiloaoi 
other  major  players  in  the  rapidly  gr«  iai"')' 
ing  $5  billion  business,  including  ind  i.sf"'^^ 
try  leader  Morton  International  Ii^-rf}'^- 
haven't  had  such  persistent  problei  |W<li'i?' 
Morton  says  it  hasn't  had  a  serious  ply  ™ 
cident  since  two  in  1989,  when  it  " 
other  makers  tm-ned  to  the  nascent 
bag  business  in  a  big  way.  Officials] 
the  Utah  Occupational  Safety  &  He; 
Administration  and  local  fii-e  authori 
confirm  Morton's  safety  record  at 
three  Utah  facilities.  Moreover,  unl! 
TRW,  neighboring  companies  operat 
innately  dangerous  facihties  in  1 
Phoenix  subiu'b  of  Mesa,  such  as  I  isetc 
Donnell  Douglas  Corp.,  pay  for  on-s  BI1AP.G< 
fire  brigades,  trw  says  it  considei  iasmeai 
creating  its  own  fire  unit  but  det  iteenone 
mined  that  Mesa  firefighters  were  m  (esses  Ich; 
than  adequate. 

The  contrasting  records  have 
some  law  enforcers  to  wonder  whet' 
TRW,  in  its  zeal  to  meet  soaring  dem; 
for  ail-  bags,  has  put  production  ahea( 
safety.  "We  are  concerned  about  wo: 
ers'  safety  and  the  safety  of  the  c| 
zens  of  Mesa,"  says  Mesa  Fire  D 
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DANGEROUS  IN  MESA:  In  oi' 

year,  21  fire  emergencies 
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ptain  Clifford  Puckett,  whose  squad 
■vices  the  area's  320,000  residents, 
en  some  of  the  plants'  3,500  employ- 
!  question  whether  their  jobs  are 
fth  the  risk.  Some  of  them  complain 
iizziness  or  a  ringing  in  the  ears  fol- 
dng  explosions.  "[The  risk]  does  loom 
;he  back  of  your  mind,"  says  one  trw 
[ineer  in  Mesa.  "We  ai'e  working  with 
)elievably  volatile  chemicals." 
^0  Iddding.  In  general,  air-bag  infla- 
s  rely  on  the  chemical  sodium  azide, 
ich  is  combined  with  an  oxidizer  and 
er  materials  to  make  the  propellant 
t  inflates  the  bags.  Sodium  azide  be- 
aes  volatile  when  mixed  with  other 
micals.  Passenger-side  inflators, 
ich  are  manufactured  at  one  of  the 
sa  plants,  use  10  times  as  much  pro- 
lant  as  those  for  driver-side  bags.  A 
rp  deceleration  triggers  the  inflators, 
ich  set  off  the  air  bag. 
■AIR  RAP.  Getting  the  chemistry  just 
it  has  meant  big  business.  Air  bags 
■e  been  one  of  Tj:w's  fastest-growing 
inesses  (chart).  To  meet  increasing 
aand,  the  conglomerate  produced  65 
V  air-bag  models  in  1994  and  dou- 
i  its  overall  output  fi'om  a  year  ear- 
to  nearly  10  million  units,  trw  plans 
ncrease  production  to  13  milhon  this 
r.  With  sales  neaiing  $2  billion,  the 
bag  business  will  account  for  about 
-quarter  of  trw's  estimated  $445  mil- 
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i  [The  company  doesn't] 
want  the  word  TRW  to  go 
over  our  radio  channels, 
ecause  the  media  pick  up 
on  it  right  away 

—  CLIFF  PUCKETT 
Mesa  Fire  Dept. 


lion  in  net  profits 
this  year,  powering 
a  strong  financial 
performance  after 
medicre  returns  in 
the  early  '90s. 

But  TRW  still  can't 
shake  accusations  of 
lapses  in  its  safety 
practices.  Janitz  ar- 
gues that  the  intense 
scrutiny  is  unfair,  and 
he  questions  whether 
TRW  is  being  mea- 
sured by  the  same 
yardstick  as  its  rivals. 
Company  supporters 
wonder  if  fii-es  and  explosions  at  other 
manufacturers'  more  remote  plants  are 
simply  going  unnoticed.  "The  types  of 
incidents  they've  had  at  trw  are  no  dif- 
ferent than  anywhere  else,"  says  Fred 
Mclntyre,  an  explosives  expert  in  Long 
Beach,  Miss.  "The  difference  is  the  City 
of  Mesa  is  tuned  in  to  the  alarm  sys- 
tem." Morton  says  all  mishaps  are  prop- 
erly reported. 

Still,  rivals  admit  they  could  face  sim- 
ilar problems.  "I  knock  on  wood  every 
day,"  says  Jim  Burtelow,  president  of 
Takata  Moses  Lake  Inc.,  an  air-bag 
maker  in  Moses  Lake,  Wash. 

At  TRW,  supersensitive  optical  scan- 
ners have  been  used  since  1990  to  de- 
tect the  early  signs  of  a  fire 
and  to  deploy  high-speed  ex- 
tinguishers within  millisec- 
onds. Janitz  explains  that 
many  incidents  logged  by  the 
fire  department  don't  involve 
the  combustion  of  propellant. 
Rather,  he  says,  they  are 
more  often  the  result  of 
TRw's  extinguishing  systems, 
which  can  be  triggered  faster 
than  the  blink  of  an  eye. 
"TRW  has  never  had  a  fatal 
manufacturing  accident  or  an 
accident  that  resulted  in  a  se- 
rious injury  in  making  more 
than  25  million  air  bags,"  the 
company  states. 

Still,  TRW's  substantial  safety 
mechanisms  weren't  enough  to 
save  Tony  Fox,  a  consti-uction 
worker  employed  by  a  trw 
subcontractor,  who  was  killed 
in  a  1994  blast.  While  he  was 
gi'inding  a  hole  in  a  wall  at 
the  driver-side-bag  plant,  a 
spark  set  off  an  explosion  of 
sodium-azide  propellant,  fataUy 
wounding  Fox  and  injuiing  six 
others.  "It's  a  miracle  more 
people  weren't  killed,"  says 
Dave  Aguilar,  an  electrician 
who  was  among  the  injui-ed. 
The  families  of  two  hurt  work- 
ers filed  lawsuits  against  trw. 


TRW'S  EXPANDING 
AIR-BAG  BUSINESS 
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Follo'wing  an  inquiry, 
the  Industrial  Com- 
mission of  Arizona 
faulted  the  company 
for  failing  to  train 
workers  properly  and 
for  not  having  ade- 
quate fire-protection 
procedures  in  place. 
trw  has  appealed 
those  findings,  ai-guing 
that  it's  not  responsi- 
ble for  mistakes  made 
by  contract  workers. 
A  settlement  is  ex- 
pected soon. 

trw's  troubles  have 
continued  to  plague  its  passenger-side 
au-bag  plant.  After  an  explosion  in  May, 
fii'efighters  were  kept  waiting  for  eight 
minutes  outside  the  facility  while  securi- 
ty tried  to  get  permission  to  admit  them. 
That  incident  was  followed  in  September 
by  two  more  explosions  within  five  days 
of  one  another,  each  involving  hundreds 
of  pounds  of  propellant.  "They  were  the 
straws  that  broke  the  camel's  back,"  says 
the  Fire  Dept.'s  Puckett.  The  next  day, 
the  department  shut  down  the  plant. 
AMBULANCE  PACT.  TRW  and  the  fil'e  de- 
partment have  since  worked  out  a  15- 
point  plan  for  improving  safety.  Among 
other  things,  the  company  has  eliminat- 
ed its  practice  of  gfinding  the  sodium 
azide  and  oxidizer  together,  which  fii'e 
officials  believe  was  the  source  of  some 
explosions,  trw  has  also  installed  addi- 
tional barriers  to  stop  the  spread  of 
fires  and  hired  an  outside  consultant  to 
upgrade  safety  systems. 

Despite  the  improvements,  trw  is  still 
jumpy,  say  some  employees.  When  a 
worker  waited  neai'ly  an  hour  for  an  am- 
bulance after  accidentally  backing  a  fork- 
lift  off  a  5-ft.  platform,  some  employees 
say  they  wei'e  wonied  managers  were 
reluctant  to  caU  for  help  out  of  feai'  of  at- 
tracting more  media  attention.  Soon  after, 
woi-kei's  recall,  about  a  dozen  employ- 
ees met  privately  to  assiu'e  one  another 
that  an  ambulance  would  be  called  im- 
mediately in  the  event  of  another  acci- 
dent. The  company  doesn't  "want  the 
word  trw  to  go  over  our  radio  channels 
because  the  media  pick  up  on  it  right 
away,"  says  Puckett.  A  trw  spokesman 
says  all  incidents  are  reported  promptly 
to  the  proper  authorities. 

For  the  moment,  trw's  shipments  to 
Ford,  GM,  and  other  auto  makers  haven't 
been  slowed  by  the  fires  and  explosions. 
And  Uke  the  rest  of  the  industry,  trw 
plans  over  the  next  few  years  to  re- 
place the  sodium  azide  used  in  its  infla- 
tors with  other,  less  volatile  chemicals. 
For  an  industry  making  life-saving  de- 
vices, those  changes  can't  come  too  soon. 

By  Zachary  Schiller  in  Cleveland 
and  Eric  Schine  in  Mesa,  Ariz. 
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THE  BOOM 
IN  IPOs 

It's  fueling  innovation  and  transforming  the  U.S.  economy 


Bond  prices  are  surging.  The  stock  market  is  on  a 
roll.  And  Wall  Street  is  bombarded  almost  daily 
by  companies  selling  stock  for  the  fti'st  time.  The  ac- 
tion in  these  initial  public  offerings  (ipos)  dwarfs 
anything  seen  in  the  past  quarter  century. 
Newly  minted  companies  are  on  track  to  raise  a 
record-breaking  $12  billion  tliis  quarter,  bringing  the  year's  to- 
tal to  some  $29  billion.  Even  more  impressive,  approximate- 
ly 2,800  private  companies  have  hai-vested  more  than  $130  bil- 
lion going  public  since  1990,  and  the  Standard  &  Poor's 
new-issue  index  is  up  by  538%  vs.  84%  for  the  s&p  500-stock 
index.  Marvels  Stephen  G.  Woodsum,  managing  partner  at 
Summit  Partners,  a  Boston-based  venture-capital  firm:  "I 
don't  think  we've  ever  seen  such  a  sustained  period  in  which 
the  IPO  market  was  this  good." 

Entrepreneurs  are  raking  in  the  coin.  The  ipo  market  is 
even  creating  a  few  billionaires  overnight.  Pixar  Animation 
Studios,  the  computer  animation  company  controlled  by  Ste- 
ven P.  Jobs,  was  initially  to  be  jjriced  at  $12  to  $14  a  share. 
Demand  was  so  strong  that  it  went  public  on  Nov.  29  at  $22 
and  closed  at  $39.  Jobs's  80%-  stake  at  the  end  of  day  one:  $1.1 
billion.  Netscape  Communications  Corp.,  a  maker  of  soft- 


THE  POWER  OF  STARTUPS 


mil 


ware  for  navigating  the  Internet,  went  pabhc  at  $28  a  slcc 
last  August.  Its  stock  price  was  up  to  $171  on  Dec.  5,  ma^ 
Chaimian  James  H.  Clark  a  Netscape  billionaire. 
MAVERICKS.  Is  it  a  bubble?  Hardly,  although  there  are  i 
turbing  signs  of  fi-oth  in  parts,  and  the  ipo  market  is  hia; 
vulnerable  to  any  abrupt  shift  in  market  sentiment,  i: 
fears  over  the  near-term  twists  and  turns  in  the  maieti 
prices  miss  the  fundamental  point:  The  IPO  market  is  fue|gh"aiec 
the  innovations  that  are  transfonning  the  U.  S.  economy  fov 
the  world's  productivity  powerhouse.  The  driving  force  beljid 
the  technological  revolution  changing  the  way  we  live 
work  is  the  maverick,  the  risk-taker — in  other  words,  thefo- 
trepreneui'.  .And  backing  the  entrepreneur  is  the  most  sopfc- 
ticated  capital  market  in  the  worlcl.  "Without  ipos,  you  w(ld 
not  have  any  startups,"  says  Netscape's  Clark,  "ipos  sui^ 
the  fuel  that  makes  these  dreams  go.  Without  it,  you  die 

Call  it  IPO  capitalism.  Innovators  ai-e  reshaping  such  (jld-ai 
industries  as  airlines,  steel,  and  retailing,  driving  youngfc- 
dustries  such  as  software  and  biotechnology  to  new  fifB- 
tiers,  and  even  building  whole  new  industries,  such  - 
Internet.  Some  high-tech  adventurers  are  pushing  the  ei  it- 
lope  in  computers,  software,  and  telecommunications,  (ir 


A  tidal  wave  of  initial  public  offerings  is  sweeping  Wall  Street.  Companies  are  raising 
billions  and  feeding  a  surge  in  creativity  not  seen  in  decades.  Fortunes  will  be  made  and 
lost  as  entrepreneurs  build  new  industries  and  revitalize  old  ones 


INITIAL  PUBLIC  OFFERINGS 
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antly  building  new  products  that  raise  efficiency.  Other 
itrepreneurs  pinpoint  what  customers  really  want  and  cre- 
e  better  products  and  quality  services  at  lower  prices.  "In- 
ivation  breeds  more  innovation,"  says  Pixar's  Jobs. 
Entrepreneur-driven  businesses  are  spreading  across  the 
iuntry.  They're  no  longer  an  important  tributary  of  the 
merican  economy  but  a  major  part  of  the  business  main- 
ream.  IPO  capitalism  is  a  vital  force  in  the  remarkable  re- 
irgence  in  U.  S.  competitiveness  in  the  global  economy,  es- 
■cially  in  many  leading-edge  industries.  Says  William  A. 
ihlman,  a  professor  at  Harvard  business  school:  "No  one 
56  has  it.  Not  Germany.  Not  Japan."  Adds  Stephane  Garel- 
professor  at  the  International  Institute  for  Management 
svelopment  and  director  of  the  imd's  World  Competitiveness 
'oject:  The  U.  S.  IPO  market  is  "a  valuable  and  unique  eco- 
imic  franchise.  It's  absolutely  a  comparative  advantage  for 
eU.S." 

80DUCTIVITY.  IPO  capitalism  is  being  propelled  by  a  series  of 
Tiultaneous,  self-reinforcing  trends:  Successful  ftrst-genera- 
)n  liigh-tech  entrepreneurs  are  funding  a  new  generation  of 
aovators;  technology  is  creating  new  opportunities  for  entre- 
eneurs;  hordes  of  enterprising  people  ai'e  starting  their 
m  companies;  and  pension  and  mutual  funds  ai-e  increasing- 
eager  to  invest  m  emerging  companies.  Taken  all  together, 
oney  and  ideas  are  combining  at  a  faster 
id  faster  rate,  creating  new  markets  and 
iw  products  which,  in  turn,  replenish  the 
0  well.  "The  real  gains  for  gi'owth  come 
om  getting  as  many  people  as  possible 
arching  for  new  ideas  and  discovering  dif- 
rent  ways  of  doing  busi- 


health  of  the  U.  S.  economy.  The 
market  was  dormant  dui'ing  the 
1970s,  when  high  inflation  ravaged 
financial  investments  and  fierce  for- 
eign rivals  savaged  America's  in- 
dustrial giants.  The  entrepreneu- 
rial revolution  did  not  grab 
national  attention  until  Apple 
Computer  Inc.,  Genentech  Inc., 
and  other  high-tech  companies 
went  public  in  the  early  1980s 
Each  succeeding  IPO  wave  has 
been  bigger  than  its  prede- 
cessor, leaving  in  its  wake  a 
larger,  more  vibrant  entre- 
preneuiial  economy.  And  it's 
no  coincidence  that  iPOs  are 
exploding  along  with  pro- 
ductivity: In  the  1990s, 
nonfarm  productivity 
has  been  rising  at  a  2% 
rate,  twice  the  pace  of 
the     previous  two 
decades.  (Government 
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iss,'"  says  Paul  Romer, 
onomist  at  the  Uni-  : 
irsity  of  California  at 
irkeley.  "The  most  im- 
irtant  thing  is  to  have 
;s  of  people  searching 
; over" 

The  state  of  the  IPG 
arket   reflects  the 
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statisticians  are  revising  the  productivity  numbers,  but  the 
new  figures  will  also  display  quickening  productivity.) 

Sure,  the  $29  billion  in  new  equity  that  companies  will  raise 
in  1995  looks  like  a  di"op  in  the  bucket  when  compared  to  the 

$6  trillion  value  of 
the  stock  market  this 
year  But  all  that  trad- 
ing activity  doesn't  go 
into  corporate  coffers.  Investors  are  just  buying  and  selling 
existing  securities  in  the  marketplace. 

In  sharp  contrast,  an  IPO  is  the  pinnacle  of  a  long  chain  of 
new  money  invested  in  a  highly  risky  ventui'e.  It  typically  be- 
gins with  an  entrepreneui*  tapping  into  personal  savings  to  de- 
velop an  idea.  Later,  the  entrepreneur  persuades  wealthy 
private  investors  or  even  a  venture  capitahst  that  the  busi- 
ness has  intriguing  growth  prospects,  and  they  seed  the 
startup  with  somewhere  between  $100,000  and  $1  million. 
The  business  gi'ows,  as  does  its  need  for  investment  capital. 
The  money  can  come  ft'om  the  traditional  venture-capital  in- 
dustry, which  is  made  up  of  more  than  500  venture-capital 
funds  that  invest  between  $3  billion  and  $4  billion  a  year  in 
some  3,000  companies  or  the  invisible  ventm-e-capital  industry, 
drawn  from  some  2  million  self-made  high-net-worth  indi- 
viduals who  consei"vatively  invest  between  $10  billion  and  $20 
biUion  a  year  in  more  than  30,000  ventures,  says  William  E. 
Wetzel,  director  emeritus  of  the  Center  for  Venture  Re- 
search at  the  University  of  New  Hampshire. 
ALARMING  DIPS.  Many  of  these  high-risk  enterprises  fail. 
For  the  ones  that  succeed,  investors  cash  in  on  their  equity 
stakes  and  raise  even  more  capital  to  expand  the  business  by 
either  selling  the  company  to  a  corporate  acquirer  or  by 
selling  stock  in  the  market.  Going  public  is  the  preferred 
route,  because  management  remains  in  control  of  the  compa- 
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ny  that  it  built,  "ipos  are  critical  for  the  market  in  allocan 
capital  to  new  ventures  and  new  products,"  says  Cliflr 
Smith,  professor  of  finance  at  the  University  of  Rochesg)'. 
"IPOS  are  a  big  part  of  what  makes  the  whole  capital  marer  • 
process  possible,  allows  the  economy  to  tap  into  entrepreir, 
rial  zeal — and  we're  all  wealthier  for  it." 

To  be  sure,  at  today's  lofty  levels,  the  stock  markefel'veei 
susceptible  to  alarming  dips.  Because  ipos  are  typically  hjh-'itp 'Ic 
risk,  volatile  stocks,  they  will  fall  far  and  hard  during  iy 


The  NeXT  Frontier 


\Md  e 


In  the  blink  of  an  IPO,  Steven  P. 
Jobs  went  from  a  Silicon  Valley 
has-been  to  the  toast  of  techdom. 
And  he's  not  done  yet. 

For  a  decade,  Jobs  has  tried  to  re- 
create the  magic  of  the  first  company 
he  co-founded,  Apple  Computer  Inc. 
After  being  tossed  out  of  Apple  in 
1985,  he  launched  NeXT  Computer 
Inc.,  which  he  set  out  to  build  into  a 


"$1  bilhon  computer  com- 
pany." But  NexT  fell  woe- 
fully short  of  that  goal, 
and  wags  gleefully  wrote 
him  off.  Big  mistake.  On 
Nov.  29,  the  initial  pubhc 
offering  of  Steve  Jobs's 
other  company,  Pixar  Ani- 
mation Studios,  maker  of 
the  hit  movie  Toy  Story, 
became  a  smash  on  Wall 
Street. 

The  quintessential  en- 
trepreneui",  Jobs  didn't  just 
kick  back  after  losing  a 
power  struggle  with  then 
Apple  CEO  John  Sculley. 
Instead,  he  used  the  for- 
tune he  had  made  to  in- 
vest his  way  back  into  the 
fray.  He  fii'st  sank  $7  mil- 
hon  into  NexT — and  later 
more  than  $20  million 
more — then  began  build- 
ing a  powerful  desktop 
computer.   In  1986,  he 
bought  Pixar  for  $10  million  from 
LucasFilms,  the  studio  that  made  the 
famous  Star  Wars  series.  It  took  al- 
most 10  years  and  $50  million  from 
Jobs  for  Pixar  to  come  up  with  the 


STEVE  JOBS 

President  &  CEO 
Pixar 


fii'st  computer-generated  feature  filmj 
The  magicians  at  Pixar  are  already  I 
at  work  on  their  second  computer-anj 
imated  movie  for  Walt  Disney  Co. 

Jobs  still  has  big  plans  for  NexT. 
Two  years  ago,  after  NexT  computers 
failed  to  catch  on  with  customers. 
Jobs  dumped  the  hardware  side  of 
the  business  and  refocused  NexT  on 
the  company's  object-oriented  soft- 
ware— chunks  of  code  that  allow  de- 
velopers to  create  software  in  a  ft-ac- 
tion  of  the  usual  time.  The  result:  In 
1994,  NeXT  reported  its  fii'st  yearly 
profit  of  $1  milHon  on  revenues  of 
$49.6  million. 

Now,  the  Internet  explosion  opens  i 
up  another  market  for  NeXT.  The 
company's  WebObjects  software, 
which  will  be  available  in  the  first 
quarter  of  1996,  is  for  quick  develop-| 
ment  of  applications  for 
the  World  Wide  Web.  If 
WebObjects  takes  off,  ana 
lysts  say,  NexT  could  be 
another  IPO  winner — as 
early  as  next  year.  What  does  Jobs 
think?  "Who  knows.  I  just  want  a 
rest,"  he  says.  But  don't  count  on 
that  lasting. 

By  Kathy  Rebello  in  San  Franciso^ 
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irket  downdraft.  Many  market  mavens  fear  the  market  is 
•eady  far  too  euphoric.  With  many  iPOs  selling  at  astronom- 
il  premiums — especially  anything  with  "Net"  or  "Web"  at- 
;hed  to  its  name — they  expect  a  crash  any  moment.  Says 
vestment  banker  M.  William  Benedetto,  chairman  of  Bene- 
tto,  Gartland  &  Greene  Inc.:  "This  is  the  most  heated  IPO 
irket  I've  ever  seen  in  30  years.  I'm  veiy  concerned." 
Despite  these  fears,  the  economic  fundamentals  appear  fa- 
rable  for  long-tenn  owners  of  new  and  seasoned  equity  is- 
es  alike.  After  all,  the  IPO  mar- 
t  doesn't  exist  in  a  vacuum, 
d  a  robust  stock  market  does 
er  sti'ong  underlying  support, 
sinflation  is  well  entrenched, 
d  productivity  gi'owth  is  climb- 
f.  Investors  are  pouiing  money 
.0  the  financial  markets,  much 

it  through  popular  tax-de- 
Ted  retirement  savings  plans 
±  as  401(k)s.  A  federal  budget 
upromise  is  within  reach,  the 
deral  Reserve  Board  has  plen- 

of  room  to  ease,  and  bond 
irket  yields  have  tumbled  to 
sir  lowest  levels  in  two  years, 
re,  the  IPO  market  is  giddy  in 
ices,  but  "I'm  not  seeing  a  lot 
junk,"  says  Daniel  L.  Miller, 
managing  director  at  Putnam 
vestments,  the  mutual-fund  gi- 
t.  "We're  nowhere  near  crazy 
•ritory." 

The  strong  stock  market  is  en- 
iraging  all  kinds  of  companies 
sell  new  issues  of  stock.  Fast- 
owing  consumer  businesses, 
A  as  microbrewer  Boston  Beer, 
iker  of  Samuel  Adams,  and 
te's  Brewing  Co.,  maker  of 
te's  Wicked  Ale,  have  gone  public.  So  are  companies  of  ag- 
;  entrepreneurs  like  Estee  Lauder,  eager  to  liquefy  and  di- 
rsify  their  wealth  for  their  heirs.  In  early  November,  the 
emetics  giant  Estee  Lauder  sold  15%  of  the  company  at  $26 
5hare.  Its  stock  price  climbed  33%  during  its  first  day  of 
iding.  Coi-porate  restructuiings  ai-e  also  filling  the  IPO  pipe- 


line: Prudential  Insiu-ance  Co.  sold  its  reinsurance  business  on 
the  open  market  and  Kmart  its  Borders  bookstore  business. 
Master  dealmaker  Ronald  0.  Perelman,  who  has  ah'eady  tak- 
en several  pieces  of  his  corporate  empire  public  in  the  early 
1990s,  is  planning  on  an  IPO  of  Revlon,  the  cosmetics  compa- 
ny he  acquired  in  the  1980s. 

CATALYTIC  EFFECT.  It's  no  accident  that  a  powerful  take- 
over market  and  new-issue  market  have  gone  hand  in  hand 
for  much  of  the  1990s.  For  one  thing,  a  healthy  stock  market 
makes  it  easier  for  companies  to  stiike  financial  deals.  For  an- 
other, caught  in  a  bintal  stnaggle  for  sm-vival  in  a  world  of  in- 
tense competition,  many  large  companies  are  snatching  up 
competitors  at  home  and  abroad  to  expand  theu*  global  mar- 
ket share  and  jettisoning  everything  else.  "The  common  hnk 
is  that  there  is  a  rapid  competitive  evolution  in  the  U.  S.  econ- 
omy," says  Brace  Steinberg,  an  economist  at  Menill  Lynch  & 
Co.  "Oldei-  sector's  of  the  U.  S.  economy  have  too  much  capac- 
ity, while  other  new  dynamic  sectors  are  expanding,  like 
high-tech."  Indeed,  it's  the  fast-growing  entrepreneurial  com- 
panies that  explain  why  total  employment  is  rising  while 
large  companies  slice  and  dice  their  payi'olls. 

Even  one  successful  IPO  can  have  a  catalytic  effect  on  the 
economy,  forcing  everyone  to  sit  up  and  take  notice.  For  in- 
stance, by  the  late  1970s,  medical  researchers  and  academic 
scientists  had  made  gi"eat  strides  in  genetic  science.  Yet  it  was 
unclear  whether  or  not  a  biotechnology  industiy  was  a  sus- 
tainable business  proposition.  In  1980,  the  tremendous  market 
reception  given  Genentech's  IPO  unlocked  financial  purse 
strings  and  persuaded  many  scientists  to  start  up  companies. 
Similai'ly,  the  Netscape  IPO  helped  propel  the  Internet  and  the 
World  Wide  Web  to  the  forefi'ont  of  the  computer  industry, 
forcing  such  established  software  companies  as  Microsoft  to 
respond  quickly  to  the  emei'ging  tkreat. 


GLOWING:  Estee  Lander, 
a  nontechjiology  stock, 
soared  in  initial  trading 


In  the  world  of  IPO  capitalism,  success  feeds  on  success,  and 
the  pool  of  sophisticated  investment  money  is  gi-owing  fast. 
Jim  Clark,  one  of  the  principal  founders  of  Sihcon  Graphics 
Inc.,  which  went  pubUc  in  1986,  used  some  of  his  gains  to  in- 
vest $4  milhon  in  Netscape.  Steve  Jobs  put  $60  milhon  into 
Pixar.  Paul  G.  Allen,  a  co-founder  of  Microsoft  Corp.,  has 
funded  such  companies  as  Asymetrix  Corp.,  a  software-tools 
maker  in  Bellevue,  Wash.,  and  Starwave  Corp.,  a  multimedia 
and  online  software  player  A.  C.  "Mike"  Mai'kkula  Jr.,  another 
Apple  founder,  is  financing  Echelon  Corp.,  an  industrial  auto- 


mation  company,  and  Volant  Ski  Corp.,  a  high-tech  stain- 
less-steel ski  equipment  maker. 

The  entrepreneurial  multiplier  effect  is  powerful.  Case  in 
point:  William  M.  Haney  III,  the  33-year-ol(l  chairman  and 
chief  executive  of  Molten  Metal  Technology.  He  started  his 
ftrst  environmental  business  while  an  undergi-aduate  at  Har- 
vard University  and  reaped  about  .$15  million  at  age  26  by 
selling  his  stock  after  the  company  went  public.  Haney  in- 
vested his  profits  into  two  startups:  One,  Energy  BioSystems, 
is  a  Texas  company  pioneering  the  use  of  bacteria  to  actual- 
ly eat  sulfur  in  high-sulfur  oil.  The  other  is  Molten  Metal,  a 
startup  trying  to  dispose  of  hazai'dous  wastes  in  an  environ- 
mentally friendly  pi'ocess.  He  has  been  cashing  in  his  stake  in 
Energy  Biosystems,  recycling  the  money  into  two  new  start- 
ups, one  in  software  and  the  other  in  energy-efficiency  tech- 
nology. Molten,  which  went  public  in  1993,  has  a  market 


Call  him  the  reluctant  entrepreneur.  When  Health- 
Cai'e  Investment  Corp.  came  knocking  on  WiUiam 
A.  Haseltine's  door,  asking  the  Harvard  scientist  to 
head  a  bold  new  gene-sequencing  venture,  the  virologist 
was  intrigued  but  skeptical.  Haseltine  had  advised 
Healthcare  before,  helping  the  Edison  (N.  J.)  investment 
firm  start  several  companies.  But  not  until  HealthCare's 

WILLIAM  A.  HASELTINE  ~ 

Chairman  and  CEO 
Human  Genome  Sciences 


capitalization  of  about  $900  mil|n 
and  employs  280  people,  with  pl|" 
to  have  550  workers  by  this  tj 
next  year. 

The  Puget  Sound  area  has 
cnme  a  fertile  spawning  ground  Ir 
startups,  thanks  to  lucrative  <|j- 
|)loyee  stock  options  at  Microsit. 
McCaw  Cellular,  Aldus,  and  oter 
high-tech  companies.  After  Alo^- 
the  desktop  publishing  software  _ 
veloper,  went  public  in  1987, 
ployees  Jeremy  Jaech  and  Ted  Ju: 
son  used  stock  options  as  si| 
money  to  start  Visio,  a  grapli 
software  company,  in  1990.  Vj 
went  public  on  Nov.  9  at  $l| 
share  and  now  trades  at  $25. 
crosoft  alumnus  James  N.  Phili 
joined  Microsoft  in  1990,  and|) 
1994,  along  vdth  his  partner,  Da 
J.  Steckler,  cashed  in  stock  opti| 
to  found  Nobeltec,  which  prodi 
navigation  software  for  boats, 
san  Lammers  worked  at  Microf^ 
for  six  years  and  Gates-owned  Ci 
bis  for  three  years  before  using 
Microsoft  options  to  start  Headb| 
Interactive,  a  multimedia  comps 
HIGH-RISK  DEALS.  Institutional) 
vestors  are  jumping  into  the 
ket.  More  pension  funds  are  tr 
to  boost  their  long-tenn  retumsl 
doing  high-risk  private  equity  del 
including  venture-capital  partnerships  and  leveraged  buy.v 
funds.  Big  institutional  investors  account  for  much  of  if 
new  money  flowing  into  venture-capital  partnerships. 

At  the  same  time,  mutual  funds  are  major  buyersoi 
new  equity  issues.  Three  years  ago,  mutual -fund  Compaq- 
Putnam  had  about  $6  billion  to  invest  in  iPOs  and  nt  r 
emerging-gi'owth  stocks.  Today,  mainly  because  of  the  hi; 
cash  inflows  generated  by  401(k)  and  other  retirement  s'. 
ings  plans,  Putnam  has  about  $18  billion  to  invest.  "We  re 
tending  to  buy  more  iPOs  because  we  have  more  assis 
under  management,"  says  Daniel  Miller.  Adds  Joel  Tiln- 
ghast,  manager  of  Fidelity's  Low-Priced  Stock  Fund: 


BOSTON  BEER,  hrewei 
of  Sa  tn uel  Adams, 
tapped  the  market 


late  Wallace  H. 
Steinbei-g,  con- 
ceived of  a  com- 
pany that  would 
find  and  try  to  patent  a  majority  of  the  human  genes  in 
1993  did  Haseltine  jump.  The  lure  of  becoming  Human 
Genome  Sciences  Inc.'s  ceo  was  heading  up  a  revolution- 
ary venture  with  sound  financial  backing.  Like  most  bio- 
techs,  HGS  is  burning  money.  But  the  market  values  hgs, 
which  went  public  in  1993,  at  $500  inilUon. 
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desk  is  littered  with 
prospectuses." 

The  rise  of  big  institu- 
tional money  in  the  en- 
trepreneurial game  is  a 
mixed  blessing.  In  order 
to  tempt  the  big  boys, 

Iggy^  I.      many  venture  capital 

fii-ms  find  they  have  to 
focus  on  well-seasoned, 
larger  enterprises  in 
need  of  large  infusions 
of  capital.  So  some 
smaller  companies  can 
find  it  a  lot  harder  to 
raise  seed  money.  Simil- 
arly, the  typical  IPO  is 
microscopic  compared 
with  the  size  of  the  tyjD- 
ical  mutual  fund,  and  its 
buying  power  can  send 
)ck  prices  way  out  of  whack  with  the  fundamentals.  Still, 
3  overall  quality  of  entrepreneurial  companies  is  generally 
'her  than  before  and  they  include  a  wider  range  of  indus- 
es.  One  reason  is  that  pension  funds  and  other  institu- 
nal  investors  have  become  savvier  in  evaluating  deals  over 
;  past  decade,  says  Josh  Lerner,  professor  at  the  Harvard 
siness  school. 

Perhaps  most  important,  the  lure  of  a  big  score  in  the  IPO 
irket  is  attracting  good  people,  which  should  keep  the 
ality  of  future  deals  high.  Says  Rodney  L.  Goldstein,  man- 
ng  partner  at  Frontenac  Co.,  a  Chicago-based  venture-cap- 
1  firm:  "It  wasn't  that  long  ago  that  the  best  and  brightest 
grated  to  large  companies.  It's  now  axiomatic  that  they  vnll 
frate  to  emerging  companies."  Five  years  ago  in  the  Bos- 
1  area,  the  majority  of  entrepreneurs  seeking  venture 
iding  were  laid-off  managers  from  the  likes  of  Digital 
.uipment  Corp.,  Wang  Laboratories  Inc.,  and  other  high- 
h  companies.  Today,  many  have  good  jobs  and  plenty  of  op- 
ns  in  the  corporate  world  yet  are  detennined  to  strike  out 
their  own.  "The  psychological  impact  of  this  IPO  market 
3S  far  beyond  the  dollars  and  cents  of  the  particular  deals 
,ting  done.  It  creates  a  lot  of  excitement  in  would-be  entre- 
meurs,"  says  Gordon  B.  Baty,  a  partner  in  Zero  Stage 
pital,  a  venture-capital  fii'm  based  in  Cambridge,  Mass. 
Going  public  offers  many  competitive  advantages  beyond 
!  money  raised  or  the  fortunes  made.  Customers  feel  more 
;ure  doing  business  with  a  public  company  because  its 
ance  sheet  is  an  open  book,  says  Jim  Clark  of  Netscape, 
ireover,  savvy  entrepreneurs  can  use  their  IPO  cmrency  to 
f  other  companies  and  expand  their  franchise.  And  being  a 
ilic  company  makes  takeovers  easier  to  negotiate.  "As  a 
vate  company  you  argue  what  you  are  worth  as  well  as 
at  the  buyout  candidate  is  worth,"  says  Visio's  Jaech. 
iVNSITION  WOES.  Take  America  Online  Inc.  It  went  public 
March,  1992,  at  $11  a  share;  after  adjusting  for  stock 
its,  its  stock  is  at  $352.  The  online  sei-vice  has  sold  shares 
the  public  three  times,  raising  more  than  $215  million, 
unded  in  1985,  aol  grew  at  a  modest  pace.  Since  its  1992 
s  it  has  expanded  at  a  heady  pace.  The  company  went 
m  350,000  subscribers  in  early  1993  to  roughly  4  million 
Tently,  while  revenues  went  from  $38.7  million  to  more 
in  $1  billion,  and  the  number  of  employees  has  risen  from 
I  to  2,700.  AOL  also  used  a  combination  of  cash  and  stock  to 
ke  acquisitions. 

3f  course,  many  entrepreneurs  find  the  transition  from 
ming  a  private  company  to  a  public  one  daimting.  Just  put- 
?  together  an  IPO  is  a  time-consuming  process  that  can  di- 
"t  management  energy  and  attention.  Security  Dynamics 


Technologies  Inc.,  a  company  with  150  employees  that  supplies 
products  and  services  for  guarding  access  to  networks,  went 
pubhc  in  December,  1994.  ceo  Charles  R.  Stuckey  recalls 
that  he  devoted  40%  of  his  time  over  a  period  of  six  months 
to  the  IPO;  now  he  spends  about  10%  of  his  time  dealing 
viith  the  demands  of  being  a  pubhc  company. 

Thus  far,  Shikhar  Ghosh,  chairman  of  Open  Market  Inc.,  a 
Cambridge  company  selling  software  for  performing  elec- 
tronic commerce  on  the  Web,  feels  his  company  doesn't  have 


Nothing  But  Net 


As  phenomenal  as  Netscape  Communication's 
stock  market  rise  is,  it's  nothing  next  to  the  as- 
cent of  its  50-year-old  founder,  James  H.  Clark. 
He  grew  up  in  poverty  in  rural  Plainview,  Tex.  Sus- 
pended from  high  school  for  antics  such  as  sneaking 
in  whiskey  on  a  band  trip,  he  dropped  out  to  join 
the  Navy.  There,  he  discovered  electronics. 

Armed  with  a  PhD  in  computer  science,  he  even- 
tually landed  a  professorship  at  Stanford  University 
in  1978  and  threw  himself  into  research  on  computer 
graphics.  The  result:  a  set  of  chips  that  made  com- 
puter graphics  come  ahve.  But  he  had  a  tough  time 
selling  to  computer  companies,  so  Clark  started  his 
own  company — and  Silicon 
Graphics  Inc.  went  on  to  be- 
come famous  for  creating  the  di- 
nosaurs of  Jurassic  Park. 

He  butted  heads  with  manag- 
ers who  opposed  his  desire  to  make  lower-cost  ma- 
chines. So  he  left,  giving  up  $10  million  in  SGI  stock 
options.  Then  he  struck  gold  again  after  meeting 
Marc  Andreessen — inventor  of  the  pioneering  Mosaic 
software  for  browsing  the  World  Wide  Web — and  bet 
on  the  Internet.  Clark  and  Andreessen  came  up  vdth 
a  radical  new  strategy:  Give  away  Netscape's  brows- 
er and  make  money  from  software  that  gets  compa- 
nies on  the  Net.  Within  months,  Netscape's  software 
ruled  75%  of  the  Web,  leading  to  its  triumphant  in- 
itial public  offering  last  August.  "Ultimately,  the 
Internet  will  even  subsume  the  phone  network,"  he 
says.  Arrogance?  Maybe.  But  that's  what  has  made 
Clark  the  rarest  of  entrepreneurs:  a  two-time  winner. 

By  Robert  D.  Hof  in  San  Francisco 


JIM  CLARK 

Founder 
Netscape 


You've  received  vital 
materials  that  the  sales 
force  needs  this  second. 

But  the  information  isn't 
all  electronic. 

And  the  team  is  spread  over 
a  continent. 

(So  skywriting  isn't  an  option.) 

Then  you  combine  Lotus 
Notes  with  IBM  ImagePlus. 


i 


Now  putting  it  into  the 
system  is  as  good  as  putting 
it  all  into  their  hands.  ^ 


Can  your 
software 
do  this? 


The  faster  you  can  yet  Inli  irifMHUpiit 

into  your  organization,  the  latter  voui' 
)M'()|)le  ran  put  it  Ui  worl^ 
That's  the  reason  \\h\  Lntus"  Notes"  has  beeoine  such 
ndamental  part  ol  business  everywhere.  It  mA  only 
niako  I  he  most  current  intorniallon  availal)le  to  everyone 
across  tiie  orgaiil/.alinn.  it  licl|)s  [ic((|ile  work  faster,  work 
smarter  and  —  most  impoitant  —  work  together. 

But  what  about  inlorniation  you  receive  or  |)rofluce 


that  H(M  -n'i  ~1art  out  in  ele(  tronic  form'?  Such  as  vid 
order  forms,  faxes  and  correspondence.  Or  materials  S] 
to  your  business,  like  X-rays  or  photographs. 

Well,  now  Lotus  Notes  works  hand-in-hand  with 
scalable  ImagePlus."  This  is  the  same  imaging  solutii 


that  handles  millions  of  documents  every  day  in  som 
the  world's  busiest  financial  and  insurance  companie 
The  combination  of  Lotus  Notes  and  ImagePlus 
you  to  i)uild  a  system  that  will  digitize  th(>  lull  range 


■'Ou(-ii(lo  N(irlh  Anu  rii  J.  .  ..iil.iil  vhui  Iui  al  IISVI  iiftiic.  The  lltM  lionir  !«{;■■  i»  Icn  al  hU|)://v™-\v.ibni.i imi.  IliM.  ImagePlus  anil  O.S/2  are  n  gish-reil  traili-iiiarks  and  Solutions  lor  a  small  plani-t  is  a  t. 
Of  Intoniatinnji  Business  Mucliines  Coi^porution.  Lotus  and  Lotus  Notes  are  registered  trademarks  of  Lotus  Development  Corporation.  UNIX  is  a  registered  trademark  in  the  U.S.  and  other  countries, 
exclusively  ihroiigli  \/Open  Company  Limited.  iVIacintosh  is  a  registered  Iradcmark  of  Apple  (Computer  Corp.  Windows  is  a  registered  trademark  of  Microsoft  Corporation.  ©  1995  IBIVl  Corp.  All  rights  res 


ess  information.  Catalog  images  for  future  use. 
itomate  the  flow  of  ducuments  so  they  move  effi- 
trom  one  person  to  the  next,  around  the  oftice  or 
the  world  —  empowering  people  to  collaborate 
"le  broadest  variety  of  materials. 
N  information  that  starts  with  one  person  can  be 
ately  accessible  to  all.  And  you  can  use  one  familiar 
e  across  all  of  your  desktop  and  mobile  computers, 
r  they  run  Windows^  08/2*  UNIX*  or  Macintosh? 


Take  advantage  of  our  products  and  sldlls  (and  those 
of  our  industry  partners)  to  liclp  your  people  work  more 
closely  together,  sharing  up-to-the-second  materials.  Just 
call  us  at  1  800  IBM-3333:  ext.  GA150,  or  visit  our  Web  site 
at  http://www.software.ibm.com  lor  more  information. 


Solutions  for  a  small  planet 


Cover  Story 


the  basic  earnings  engine  in  place  to  go  public.  "The  biggest 
management  trade-off  [in  going  public]  is  that  when  you  are 
at  an  unpredictable  stage  of  the  company's  growth,  you're 
forced  to  predict"  your  earnings  and  revenue  gi'owth,  he 

says.  "If  you  miss  a 
few  percent  on  your 
revenues  and  profits, 
you  can  see  the  stock 
fall  20%  or  more.  It's  a  public  execution." 

Rising  IPO  prices  can  sometimes  generate  too  much  enthu- 
siasm, and  there  are  signs  that  some  investors  are  growing 
wary.  For  instance,  Pericom  Semiconductor  had  to  postpone 
its  2  million-share  IPO. 

Yet  disappointment  is  an  integi-al  part  of  this  market.  And 
at  least  fi-om  a  macroeconomic  point  of  view,  that's  all  for  the 
good.  Sure,  some  investors  will  get  bumed  and  some  entre- 
preneiu'  dreams  will  be  dashed.  In  so  many  businesses,  espe- 
cially those  at  the  technological  frontier,  it  is  highly  uncertain 
which  management  vision,  organizational  setup,  oi'  newfangled 
product  is  the  right  one.  Finding  out  what  does  not  work  is 
as  important  as  discovering  what  does  work.  "Two  years 
fi'om  now,  many  of  these  ipos  will  be  down,  but  some  will  be 
up — way  up,"  says  Greg  Jarrell,  finance  economist  at  the 
University  of  Rochester.  "That's  veiy  desirable  for  the  econ- 
omy because  it  indicates  the  market  is  doing  what  it's  sup- 


posed to  do — winnowing  out  the  losers  and  rewarding  le 
winners." 

It's  also  striking  how  failure  is  not  a  badge  of  dishonoiin 
the  entrepreneurial  community.  It's  part  of  the  learning  p- 
cess.  "And  the  ones  who  fail  will  give  us  a  new  generatioiM 
entrepreneiu-s  who  have  leamed  from  theii-  failui-es  and  thje 
that  want  to  try  again  wiW  do  so,"  says  Timothy  Bresnaln, 
economist  at  Stanford  University. 

In  the  rest  of  the  industrial  world,  small  companies  drt 
fail — because  few  come  to  market.  In  Europe  and  Jap., 
where  banks  play  a  key  role  in  financing  companies,  risk  co- 
ital is  scarce.  Entrepreneurs  are  hamstrung  by  regnlatii,; 
designed  to  limit  competition  and  preserve  cozy  busin,^ 
relations.  Ti-ue,  the  London  and  Paris  stock  markets  recft- 
ly  began  listing  small-cap  stocks  on  alternative  markets 
signed  for  startup  companies.  Still,  "there  are  a  lot  of  conij 
nies  with  brilliant  ideas  and  brilliant  technology  that  \ 
never  take  off  because  we  don't  have  the  risk  capital 
that,"  says  imd's  Garelli. 

Risk-takers  ai'e  being  rewarded  by  IPO  capitalism  like  n.- 
er  before.  That's  all  to  the  good.  It  will  ensure  continued  to 
novation  and  stronger  economic  growth.  * 

By  Christopher  Farrell  in  New  York,  with  Kathy  Reb(\ 
and  Robert  D.  Hof  in  San  Francisco,  Mark  Maremoiiti 
Boston,  and  bureau  reports 


SHOULD  YOU  JOIN  THE  IPO  STAMPEDE? 


These  are  dazzling  days  for  in-  early  1990s,  and  stock  prices 

itial  public  offerings.  Net-                     N6tSC3,P6  Ta,k6S  Off  surged  wildly  higher — only  to 

scape  Communications  130    crash  in  1993.  This  tendency  to- 

Corp.'s  stock  is  hitting  the  m  ward  big  price  swings  can  be  ex- 
stratosphere.  Estee  Lauder  is  up     leo   £-       acerbated  by  "momentum"  inves- 

35%  and  Gucci  68%.  Small  inves-  tors,  often  large  mutual  funds  and 

tors  can  profitably  invest  in  ipos.     120   STOCK  PRICE  -  -  -  ---X-  —       sophisticated  hedge  funds,  which 

But  if  lured  by  the  quick  buck,  skim  profits  by  rapidly  shifting 

it's  easy  for  them  to  get  sand-  80  ...^r77.   money  from  one  high-flying  stock 

bagged.  ^  ^^"^^^^  to  the  next. 

Most  individual  investors  are  at     40   SIT  BACK.  Fact  is,  IPGs  are  mostly 

the  bottom  of  the  money  chain.  '7  high-risk,  high-reward  investments. 

Venture  capitalists,  entrepre-  O' — 1 — ' — 1 — 1 — 1 — 1 — 1 — ' — 1 — 1 — ' — 1 — 1 — ^       For  most  investors,  the  best  way 
neurs,  and  other  startup  investors  '  *initiai  offering  price  $28  a  share  to  play  volatile  ipos  is  to  ovim  a  di- 

in  a  private  company  do  excep-  oaja  Bloomberg  financial  markets  versified  portfolio  of  newly  minted , 

tionally  well  when  it  goes  public.  companies,  perhaps  thi'ough  small 

The  new-issue  price  is  way  above         investment  i-etums.  Numerous  stud-  capitalization  and  emerging-growth 

the  cost  of  their  equity  investments.      ies  have  demonstrated  that  the  aver-  equity  mutual  funds.  For  individuals 

Around  the  time  of  an  IPO,  Wall  age  ipo  bought  at  the  end  of  the  first  who  prefer  owning  individual  compa- 

Street  underwriters  (called  a  syndi-      day  of  trading  subsequently  under-  nies  long  teiTn,  market  veterans  sug- 

cate  when  there  is  more  than  one  in-    performs  the  market,  according  to  gest  sitting  back  for  at  least  a  year 

vestment  bank)  hke  to  dole  out  Jay  R.  Ritter,  finance  professor  at  after  an  ipo.  You  can  often  pick  up  a 

blocks  of  stock  to  large  institutional      the  University  of  Illinois  at  Urbana-  good  company  at  a  reasonable  price 

investors  and  a  few  favored  high-net-    Champaign.  Says  Jeremy  Siegal,  pro-  once  the  market  gimsUngers  have 

worth  customers.  These  preferred  in-    lessor  of  finance  at  the  Wharton  moved  on.  More  active  traders  can 

vestors  do  well,  too.  Undeiwriters        School:  "At  the  offering  price,  ipos  sometimes  get  in  on  the  action  after  a 

typically  price  a  new  issue  10%  to        ar-e  good  investments.  IBut  at  the  few  weeks.  Look  at  Netscape.  It  was 

15%  below  what  they  guesstimate  in-    first  trade  price  or  in  the  fir'st  few  offered  at  $28  a  share  on  Aug.  9.  It 

vestors  are  willing  to  pay  in  order  to    days,  they  ar-e  usually  overpriced."  immediately  took  off,  rising  as  high  as 

ensui-e  a  favorable  reception.  The  ipo  market  is  susceptible  to  $78  that  day,  only  to  close  at  $57.  It 

DONT  OVERPAY.  Small  investors  ar-e      infectious  waves  of  investor  enthu-  traded  in  that  range  for  two  months 

usually  shut  out  of  the  action  until        siasm  that  can  last  mor-e  than  a  few  and  then  started  to  make  its  big 

trading  in  the  newly  public  stock  be-     days.  The  20-year-old  biotech  Indus-  move  to  $171  on  Dec.  5. 
gins.  But  with  many  ipos  showing        try  has  made  outstanding  medical  By  all  means,  invest  in  ipos — slow- 

their  biggest  gains  during  the  fii'st       advances  and  developed  impressive  ly  and  carefully, 
few  days  of  trading,  it's  easy  for  an      pi'oducts.  Investors  got  canied  away  By  Christopher  Farrell  i% 

investor"  to  overpay,  limitmg  future       with  the  promise  of  biotech  in  the  New  Yorh 


■JO  DiiciMccc  u/cri/  I  nrrcr/iDCD  iq  iqoc. 


CoiildAnEiKlToCliildAbiiseBeA 
386-Yar(l  Dogleg  Awaj? 


I^^^^^^J^"^^      Join  us  as  Raymoiifl  Floyd  and  a  host  of  celebrities  and  professional  golfers  tee  it  up 

CHALLENGE 


HOSTED  BY    RAYMOND  TL 


in  the  Lexus  Challenge,  a  tournament  whose  proceeds  go  to  support  Childhelp  USA, 


a  national  organization  dedicated  to  the  treatment  and  prevention  of  child  abuse.  For  more  information  about 


Childhelp,  watch  the  Lexus  Challenge  December  16th  and  17th  on  NBC,  or  call  Childhelp  at  1-800-4-A-CHILD. 
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Finance 


INVESTIGATIONS 


JOE  GRAND  COULD  USE 
A  LiniE  FINANCIAL  ADVICE 

The  PaineWebber  heir  apparent  has  invested  in  a  string  of  deals  that  went  sour 


For  Joseph  J.  Grano  Jr.,  it's  been  a 
long  road  to  the  top.  A  man  who 
ch'opped  out  of  college  and  still 
loves  to  reminisce  about  his  ex- 
periences as  a  Green  Beret  in  Vietnam, 
he  joined  Men-ill  Lynch  &  Co.  as  a  bro- 
ker in  1972.  In  1988,  he  joined  Paine- 
Webber Inc.  as  head  of  retail  and  in 
1994  he  became  president.  In  the  last 
year,  Grano  has  emerged  as  heir  appar- 
ent to  CEO  Donald  B.  Marron,  and 
Grano  now  nms  the  fuTn  on  a  day-to- 
day basis. 

Smooth  and  gi'egarious,  Grano  has  a 
re{)utation  as  a  strong  manager  of  the 
fb"m's  6,125  brokers,  which  puts  him  at 
the  heart  of  a  major  shift  in  PaineWeb- 
ber's  strategy.  Just  this  fall,  the  fb*m 
began  scaling  back  its  investment-bank- 
ing ambitions  to  focus  on  retail.  Ana- 
lysts applaud  the  move  as  a  return  to 
what  PaineWebber  does  best:  helping 
wealthy  clients  with  their  investments. 

Grano's  personal  investment  savvy, 
though,  leaves  a  great  deal  to  be 
desired.  businp:s.s  week  has  uncovered 
details  of  four  private  ventures  in  the 
1980s,  which  is  still  a  lingering  issue  at 
the  ftnn.  Three  either  failed  or  ai'e  gi-eat 
disappointments.  A  project  to  create  a 
glitzy  Vermont  ski  resort  ended  in  a 
total  loss  to  Grano  and  his  investors 
and  gave  rise  to  allegations  of  misman- 
agement and  sloppy  bookkeeping,  busi- 
ness WEEK  has  learned  that  the  Feder- 
al Bureau  of  Investigation  has  been 
looking  into  the  resort's  affairs.  Grano's 
investments  in  two  Maryland  racetracks 
have  also  been  disapj)ointments.  And 
two  Colorado  casinos  that  he  lent  mon- 
ey to  in  1991  went  bust.  His  sole  suc- 
cess? A  racing  stable,  now  closed. 
HIGH  LIVING.  Grano's  losses  were  so  se- 
vere that  Marron  advised  him  to  de- 
clare personal  bankruptcy.  Grano  de- 
clined and  instead  PaineWebber  lent 
him  $6  million,  $4  million  of  which  is 
outstanding.  The  loan,  which  matures 
in  1996,  is  not  hving  amortized.  And  the 
3.83%  below-market  interest  is  being 
picked  up  by  PaineWebber,  though  Gra- 
no has  to  pay  about  $75,000  a  year  in 


taxes  on  the  an'ange- 
ment.  PaineWebber 
says  the  board's  com- 
pensation committee 
approved  the  loan. 
"The  honest  tmth  is, 
it's  a  perk,"  admits 
Grano.  PaineWebber, 
meanwhile,  loses  use 
of  the  $4  million  until 
the  loan  is  repaid. 

Grano's  biggest  dis- 
aster was  the  Ver- 
mont ski  resort  limit- 
ed paitnersliip.  Grano 
was  the  project's  cliief 
executive  until  1986 
and  one  of  foiu"  share- 
holders in  Summit 
Ventures,  the  resort's 
general  partner  Grano 
envisioned  turning  a 
shabby,  family-orient- 
ed ski  area  called  Mt. 
Ascutney  into  a  ritzy 
Vail-caliber  I'esort  for 
Wall  Street's  upper 
crust.  In  1983,  he  re- 
cruited as  investors 
such  Wall  Street  big- 
vrigs  as  Menill  Lynch 
CEO  Daniel  P.  'T\iily.  In 
1990,  Mt.  Ascutney 
filed  for  bankruptcy, 
one  of  the  biggest  in 
the  state's  histoiy.  In- 
dustry experts  say 
the  resort  was 
doomed  by  a  business  plan  based  on  lu- 
dicrously optimistic  assumptions.  Gra- 
no and  the  other  managers  of  the  resort 
were  criticized  by  accountants  working 
for  the  bankruptcy  comt  for  overspend- 
ing on  jets,  limousines,  and  travel  and 
entertainment  expenses.  "The  operation 
was  poorly  managed  and  what  manage- 
ment was  done  was  at  an  exorbitant 
cost,"  said  a  report  by  the  accounting 
fitrm,  Gallagher,  Flynn  &  Co. 

Grano  blames  the  Mt.  Ascutney  fail- 
ure on  the  downturn  in  the  real  estate 
market  and  tax-law  changes  in  1986 


BAILED  OUT:  Paine 


Webber  gave  Gnino  an  interest-free  iiBsy  j^^j 


that  made  limited  partnerships  less] 
tractive  to  investors.  Grano  says 
went  beyond  the  call  of  duty  by  lencj 
the  resort  $4  million  to  keep  it  runr| 
before  and  after  the  bankruptcy, 
he  says  by  not  declaring  bankrup) 
he  honored  liis  obhgations.  "In  tliis  b 
ness,  yoiu'  woi'd  is  yom-  bond.  I  chos' 
stand  up,"  he  says. 

Grano  denies  evei"  u.sing  Mt.  As 
ney  funds  for  personal  enrichment, 
stead  portraying  himself  as  a  self 
would-be  savior  of  the  resort  who  ( 
tinually  reached  into  his  own  pocke 


'  tspital 

'rouble, 
'■'iosalfsi 


)  without  being  reimbursed.  He  says 
lever  took  a  salary,  never  asked  to 
•eimbursed  foi-  $2  million  in  Ascut- 
-related  expenses  he  says  he  paid, 
;pt  for  $45,000  in  T&E  expenses  men- 
ed  in  the  accountant's  report. 
Iven  at  the  start,  the  Mt.  Ascutney 
ect  did  not  have  the  aura  of  a  win- 
It  had  been  in  and  out  of  bank- 
:cy  twice  before  Grano  bought  it 
1  bankniptcy  court  for  $1.5  million, 
south-facing,  snow-starved  slopes 
a  low  elevation  and  only  four  ski 
,  The  huge  Killington  ski  complex  is 
a  short  drive  away, 
hat  didn't  dampen  Grano's  enthu- 
,Ti,  though.  He,  Ira  B.  Lampert,  a 


built — to  poor  management.  Although 
high  fees  were  paid  to  four  accounting 
frr-ms,  there  wer-e  no  audited,  or  even  CPA- 
reviewed,  financial  statements.  Tlie  pr-oject 
had  to  pay  $435,;M0  in  Internal  Revenue 
Ser-vice  fines,  court  records  show. 

Lar'ge  amounts  of  money  flowed  to 
Grano  and  Lampert  and  other-  gener*al 
partner's  with  no  documentation.  Travel 
and  entertainment  expenses,  for  in- 
stance, wer-e  $484,663  from  1987  thr-ough 
1989.  Some  .$85,000  was  paid  to  Grano 
and  Lamper-t  in  June,  1988,  as  reim- 
bur-sement  for  T&E  expenses.  Some 
$82,000  was 
paid  for  pri- 
vate jet  ser- 


Joe  Grano's  Not  So 
Excellent  Adventures 


mid-1980s 


Grano  invests  in  Wall 
Street  Stables  to  breed 
and  race  trotters. 


mm 


Grano  and  partners 
buy  Mt.  Ascutney  ski 
area,  then  in  bankrupt- 
cy, for  $1.5  million. 


FAVL  1984 


Grano  and  partners 
invest  in  two  Maryland 
racetracks. 


APRIL  19901 


Mt.  Ascutney  files  for 

Chapter  11. 


Grano  gets  $6  million 
loan  from  PaineWeb- 
ber  to  help  cover  his 
investment  losses  and 
avoid  bankruptcy 
Grano's  total  losses: 
$9  million.  More  than 
$4  million  in  loans 
remain  outstanding. 


I in'e!stur>i  iii  a  iski 
resort  took  a  fall 


Grano  lends  money  to 
two  Colorado  casinos 
that  quickly  close. 


JULY  1992 


Accountant's  report  on 
Mt.  Ascutney  details 
mismanagement  dur- 
ing the  1980s. 


Mt.  Ascutney  is  sold 
for  $1.1  million, 
which  is  divided  up 
between  721  Mt. 
Ascutney  creditors 
who  were  owed 
$65  million. 


/  /  III  II  liii  ml  SI  I  III  r  ril  II  iii 


I  Island  accountant  who  was  a  part- 
in  some  of  Grano's  other  pr'ojects, 
two  other  general  partner-s  r-aised 
orrowed  $80  million.  The  plan  was 
aild  a  luxury  hotel,  conference  cen- 
'lealth  club,  golf  course,  and  condo- 
ums  to  be  used  as  second  homes, 
at  gave  credibility  to  the  deal  was 
!  Grano  was  a  ver-y  substantial  guy 
lerrill  Lynch  and  he  was  putting 
)wn  capital  on  the  line,"  says  one 
Ascutney  investor, 
j    1987,  the  r-esort  was  running  mto 
I  us  tr-ouble.  Problems  ranged  fr-om 
I  condo  sales  to  construction  delays — 
1  the  hotel  and  some  condos  had  Iseen 


DATA:  BUSINESS  WEEK,  PAINEWEBBER 

vice  to  shuttle  officers  to  and  fr-om  Mt. 
Ascutney.  "In  the  aggi-egate,  taking  into 
consideration  the  relatively  small  size 
and  the  financial  condition  of  the  r-esort, 
they  wer-e  excessive,"  the  r-eport  said. 

When  Mt.  Ascutney,  crushed  by  $30 
million  in  losses,  went  bankrupt,  the  r-e- 
sort listed  $65  nrriUion  in  debts  to  barrks 
and  local  creditors.  Grano  and  other  gen- 
eral partner-s  were  per-sonally  liable  for- 
some  of  the  r-esort's  bank  debt.  Lampert 
declar-ed  bankriiptcy  shortly  after  the  re- 
sort did.  "All  of  the  investors  suffer-ed," 
Lampert  says.  "I  lost  a  ver-y,  ver-y  sub- 
stantial amoimt  of  money." 

In  Jime,  1993,  Mt.  Ascutney  was  sold 


for  just  $1.1  million.  The  community  of 
West  Windsor  was  economically  devas- 
tated, as  pr-operty  taxes  rose  25%  to  com- 
pensate for-  the  r-esort's  delinquency,  and 
real  estate  values  fell  by  as  much  as  50%. 

Among  the  cr-editors  wer-e  Kneeland 
and  Shirley  Brown,  both  78.  They  sold  a 
hayfield  to  the  resort  for  $90,000.  But 
instead  of  receiving  cash,  Grano's  group 
gave  them  a  mortgage,  which  was  to 
pay  them  pr-incipal  and  interest  for  sever- 
al year-s.  The  mortgage  payments  con- 
stituted most  of  the  Br-owns'  r-etir-ement 
income.  But  the  Browns  lost  that  income, 
and  their-  land  was 
among  the  assets 
sold  at  bankruptcy. 
They  got  just 
$15,000.  "A  lot  of 
lieople  were  hurt 
liy  that  business 
up  here,"  says 
Shu-ley  Br-own. 

Despite  Gr-ano's 
Mt.  Ascutney  loss- 
es, in  1991  lie  lent 
money  to  Cripple 
Cr-eek  Associates, 
which  owned  two  casinos  in  Cripple 
Creek,  Colo.  The  owners  included  Robert 
W.  Pangia,  a  Paine  Webber  executive  who 
was  just  promoted  to  vice-chair-man.  In 
1992,  both  casinos  closed,  in  part  because 
of  severe  over-buikUng  of  casinos  in  the 
town.  Gr-ano  says  he  is  optimistic  because 
one  casino  has  been  leased  and  the  other 
is  being  converted  to  a  hotel.  "Both  of 
those  casinos  wiU  be  oper-ating,"  says  Gr-a- 
no. "The  investment  looks  quite  sound." 

Grano's  only  successful  partner-ship, 
in  the  mid-1980s,  was  Wall  Street  Sta- 
bles, which  raised,  raced,  and  br-ed  trot- 
ting horses.  It  was  disbanded  after  some 
financial  success  sever-al  year-s  ago.  Gra- 
no's other-  hor-se  ventur-e  did  less  well. 
In  1984,  he  and  some  partner-s  bought  a 
passive  half-interest  in  two  Mar-yland 
racetracks,  Bowie  and  Laurel.  That  in- 
vestment has  been  a  financial  disap- 
pointment, says  Louis  P.  Guida,  one  of 
Grano's  partners. 

One  siu-vivor  of  the  Mt.  Ascutney  affair 
is  WUliam  H.  Bruett  Jr,  for-mer  chief  ex- 
ecutive of  Ver-mont-based  Chittenden 
Bank,  an  ear-ly  lender-.  Bruett  r-esigned  in 
1990  as  the  bank  faced  lar-ge  loan  losses, 
according  to  Vermont  Business  Maga- 
zine. In  1991,  Bruett  was  hir-ed  as  ceo  of 
PaineWebber  Trust  Co.,  and  he  is  now  a 
senior  vice-president  at  the  firm.  Sources 
say  Grano  arranged  the  hir-e.  Bruett  and 
Grano  deny  that  the  hir-ing  had  anything 
to  do  with  Iris  bank's  loan  to  the  pr-oject. 

Grano,  who  is  not  a  skier,  still  has  a 
condo  at  the  r-esort.  But  he  hasnt  visit- 
ed in  a  while.  "I  don't  even  want  to 
think  about  it,"  he  says. 

By  Leah  Natlians  Spire  in  New  York 
and  Elizabeth  Lesly  in  West  Wimisor,  Vt. 
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THE  $700  MILLION 
MYSTERY 

Big  brokerages  may  have  propped  up  David  Askin's  funds 


It  was  one  of  the  biggest  disaster's  in 
the  histoiy  of  Wall  Street.  David  J. 
Askin's  $700  million  aiTay  of  mort- 
gage-backed derivative  fimds  crum- 
bled in  Mar-ch,  1994,  dragging  down  an 
illustrious  roster  of  investor's  and  trig- 
gering a  collapse  in  the  mar-ket  for  col- 
later*alized  mortgage  obligations  (cmos). 
Askin's  funds  ai-e  long  dead,  but  the  legal 
morass  continues  to  this  day — and  some 
crTjcial  questions  r-emain  unanswer-ed: 

Did  some  of  Wall  Str*eet's  biggest  bro- 
kerages— notably  Kiflder-,  Peabody  & 
Co. — help  Askin  mislead  investor-s?  Did 
Kidder  and  other  fir-ms,  such  as  Bear; 
Stear'ns  &  Co.  and  Donaldson, 
Lufkin  &  Jenrette  Securities 
Corp.,  improperly  force  his 
demise?  Do  they  share  in  the 
potentially  enor'mous  liabiUty — 
investor  losses  that  exceed 
$400  million?  Did  Bear-  Stear-ns 
deliberately  destroy  tape 
recor-dings  of  trading-desk 
conversations,  in  defiance  of 
a  court  order? 

The   answer-s   to  those 
questions    are  becoming 
clear — and  tr-oublesome.  Doc- 
uments and  inter-nal  broker- 
age tape-r'ecor'ding  transcripts, 
made  public  in  Askin-related 
court  proceedings  and  exam- 
ined  by  business  week,  seeni 
to  support  the  contention  that 
Street  fu-ms  enjoyed  a  symbiotic 
relationship  with  Askin,  helping 


him  inflate  r-etur-ns  to  investors  when 
mortgages  turned  sour  early  in  1994. 
The  alleged  quid  pro  quo  was  that 
Askin  was  a  leading  buyer  of  the 
Str-eet's  "nuclear  waste" — the  junkiest 
gr-ades  of  mortgage-backed  derivatives — 
benefiting  the  firms  and  their  salespeo- 
ple, who  would  get  much  higher  com- 
missions than  on  ordinary  bonds.  But 
when  the  CMO  market  fell  precipitously 
in  Mar-ch,  1994,  the  broker-ages  wer-e  no 
longer  Askin  supporter-s.  They  moved 
hard  and  fast — and  shut  him  down. 
COZY.  Such  accusations,  made  by  credi- 
tor* lawyers  in  court  filings  in  the  Chap- 
ter 11  bankr-uptcy  of  the  Askin  funds, 
are  vigor-ously  denied  by  Kidder,  now  a 
unit  of  Paine  Webber  Inc.,  as  well  as  by 
Bear  Stearns,  DU,  and  Askin's  lawyer, 
Andrew  J.  Levander.  "The  notion  of  a 
'  conspir-acy  or-  collusive  arrangement 
with  Askin  is  ludicr-ous,"  sniffs  Kidder 
Gener-al  Counsel  John  Lifton. 

Still,   the  documents 
leave  little  doubt 
that  Askin 

I 


had  a  close  r-elationship  with  Kidder;h 
former  mortgage-securities  powerhcsi 
Kidder  commonly  sold,  swapped,  oi  !i 
gaged  in  repo  transactions  in  \v  c 
Askin  received  entu-e  series,  or  "ti-a;. 
es,"  of  low-gr-ade  mortgage-backed  it 
rivatives.  At  its  peak,  the  Askin  ])()  .; 
hos  owned  some  $2.2  billion  in  r  , 
Kidder-'s  top  salesman  went  so  far-  ; 
confide  his  firm  was  "in  bed"  with  .^^i 
(box).  The  comment,  made  in  a  t;f- 
conver-sation,  was  one  of  a  seiie 
recor-dings  obtained  by  a  court-ajjpoi  e 
trustee.  Har-rison  J.  Goldin,  who  Im 
vestigating  the  Askin  funds.  Excei 
fi-om  the  tape  tr-anscripts  were  i-eie; 
placed  in  the  comt  record  by  Edwai 
Weisfelner,  a  lawyer  for  Askin-fun^n 
vestor-s  who  last  month  obtained  ciir 
approval  for-  his  own  pr-obe. 

Levander  maintains  Askin's  j^iii; 
policies  wer-e  perfectly  proper,  and  i; 
he  might  still  be  in  business  if  bio 
ages  hadn't  seized  his  portfolios  whe  / 
couldn't  meet  margin  calls.  Br-oke:p 
executives  say  Askin  failed  to  hv:- 
became  too  bullish,  and  was  cr-ea  e 
by  a  merciless  CMO  market. 

It  was  an  unHkely  end  for  the  s(. 
ariy,  soft-spoken,  egotistical  A^u 
When  he  took  over  the 
Granite  hedge 
funds  in  1990, 
he  al- 


PAPPAS:  Just  pull  the  plug  on 
these  guys  if  they  don't  pay. 
O'CONNOR:  You  don't  seem  to 
understand.  We  can't  pull  the 
plug.  We  are  in  bed  with  these 
guys.  0.  K.  Last  thing  in  the  world 
we  want  to  hear  is  that  they  can't 
meet  a  margin  call  and  we  got  to 
liquidate  this  nuclear  waste  they 
bought. 


PAPPAS:  A  lot  of  it's  nuc 

waste? 

O'CONNOR:  It's  all  nucle 
come  on ... .  What  do  y 
these  are.  We  get  paid 
Nuclear  waste. 
PAPPAS:... You  got  a  pel 
half,  two  points  on  son 
O'CONNOR:  Yes. 
PAPPAS:  Do  you  know  tl 
you  sold  them? 
O'CONNOR:  Of  course  I  c 


»est(lR: 


«lteri(i" 


Do  They  Show  Chicanery? 

The  following  conversations  were  excerpted  from  court-filed 
tape  transcripts  by  business  week  William  O'Connor  was  Kid- 
der's chief  salesman  and  Jay  Pappas  was  his  assistant.  The  first 
conversation  was  on  Mar.  25, 1994,  the  eve  of  the  Askin  funds' 
collapse.  Creditor  lawyers  say,  and  Kidder  denies,  that  the 
O'Connor-Pappas  conversation  illustrates  the  symbiotic  rela- 
tionship between  Kidder  a%d  Askin  and  that  Kidder  conspired 
with  Askin  to  report  inflated  returns  to  investors. 


y  was  a  highly  regai"ded  CMO  expert 
cut  his  teeth  at  Drexel  Burnham 
!  ibert  Inc.  Granite  at  the  time  was 
i  ed  by  Whitehead/Sterling  Advisoi's, 
i  hite-shoe  money  management  fii-m 
i  led  by  biomedical  magnate  Edwin 
i  tehead.  Granite  was  sold  to  Askin 
I  r  Whitehead's  death,  and  various 
j  tehead-related  charities,  and  the 
I  tehead  estate,  became  investors  in — 

now  bankinptcy-comt  creditoi's  of — 

Askin  funds. 

I IRD  STUFF."  Couit  documents  shed  a 
light  on  the  investor  rolls  and  in- 
lal  workings  of  the  Askin  funds, 
ih  were  private  hedge  funds  that 
illy  kept  their  operations  and  in- 
or  lists  a  close  secr-et.  Among  the 
stors  in  Askin  funds  were  Nicholas 
Jicholas  Jr.,  former  president  and 
hief  executive  officer  of  Time  Wam- 
[nc.  Nicholas  sank  $500,000  into 
I  in's  Granite  Partners  at  an  inoppor- 
;  time — Jan.  1,  1994,  three  months 
tre  the  fund  collapsed.  Another  for- 
Nicholas  colleague  at  Time  Warner 
appears  on  the  list  of  hapless  Askin 
!stors:  James  L.  Gray,  former  presi- 
t  of  Warner  Cable  Communications 
Playboy  Enteiprises  Chief  Financial 
cer  David  I.  Chemerow  was  an 
an  investor,  as  was  a  partnership 
ded  by  Isidore  Pines,  chairman  of 
ional  Foods,  the  Hebrew  National 
ler  food  magnate.  A  handful  of  mon- 
nanagers  and  other  hedge  fimds  also 
caught  in  the  Askin  bankruptcy,  no- 
y  fund-of-funds  manager  Collins  As- 
ates.  Minnesota  Power  &  Light  in- 
ted  and  lost  $10.8  miUion,  and  the 
3M  Employee  Retirement  Income 
Plan  lost  $20  million. 

All  told,  investors  are  be- 
lieved to  have  lost  over 
million  in  the 
Askin  collapse.  Kidder, 
by  contrast,  claims  a  loss  of 
$17  million.  Kidder  and  the  oth- 
c  brokei'ages  have  had  a  much  higher 
file  in  the  banki-uptcy  than  the  in- 
toi-s — much  of  it  spent  fighting  efforts 
Goldin,  and  by  attorneys  for  the  In- 
tel's, to  obtain  infonnation  about  then* 
;  with  Askin.  Goldin  notes  that  the 


brokers  were  slow  tn 
respond  to  requests  foi- 
infonnation,  often  pro- 
vided "unhelpfial  or  un- 
readable" records,  and 
at  one  point  cooperated 
only  after  Goldin 
threatened  to  sue.  The 
firms  maintain  they 
have  fully  cooperated 
with  the  inquiiy. 

The  result  was  a 
mountain  of  tapes  and 
documentation,  only  a 
fraction  of  which  has 
been  made  public. 
What  has  come  into 
the  public  domain  so 
far  paints  Askin  as 
both  victim  and  pei-pe- 
trator.  In  the  tapes, 
br'okerage-house  salesmen  refer  to  the 
low-grade  tranches  sold  to  Askin  dis- 
paragingly— as  "nuclear  waste"  and 
"weird  stuff  that  sometimes  was  too 
complex  to  be  hedged.  According  to  a 
court  ruling  in  one  Askin-related  law- 
suit, Kidder  was  so  vigorous  in  its  sale  of 
the  "nudeai"  waste"  that  it  allegedly  told 
Askin  that  certain  securities  were  bear- 
ish— that  is,  they  would  rise  when  in- 
terest rates  rose — when  they  were  far 
more  complex  than  that.  The  claim  was 
made  at  a  time  in  eai'ly  1994  when  Askin 
was  trying  to  hedge  his  portfolio,  which 
was  heavily  bullish  as  bonds  tanked. 

Tape  transcripts,  only  recently  made 
public,  present  a  troubling  picture  of 
the  Askin-Kidder  pas  de  deux.  While 
their  meaning  is  far  fi'om  crystal  clear, 
they  can  be  interpreted  as  indicating 
Kidder  provided  misleadingly  high 
"marks" — marks  to  market,  or  prices — 
for  the  funds,  thereby  artificially  boost- 
ing their  investment  returns.  When  the 
brokerages  needed  to  price  the  securi- 
ties kept  as  collateral  for  unpaid  margin 
debt,  the  tapes  support  the  view  that 
the  fiiTOs  exchanged  bogus  prices. 

Will  this  dour  view  of  the  tapes,  and 
the  court  record,  be  borne  out?  Much 
depends  on  Goldin's  report,  which  he 
expects  to  release  early  in  1996 — de- 
layed, he  says,  by  brokers'  slowness  to 


SET  UP?  Askiv  missed  margin  calls 


cooperate.  Goldin  has 
been  criticized  by 
Weisfelner  and  his 
clients  for  not  press- 
ing hard  enough  on 
the  brokerages'  deal- 
ings with  Askin,  and 
he  seems  intent  on 
demonstrating  his  in- 
dependence. Goldin,  a 
workout  specialist  and 
former  New  York 
City  comptroller,  says 
he  is  taking  a  sharp 
look  at  possible  "ac- 
tionable conduct"  and 
he  expects  that  there 
are  likely  to  be  "vi- 
able claims"  pur- 
sued— perhaps  against 
the  brokerages. 
At  the  top  of  the  agenda  of  both 
Goldin  and  Weisfelner  is  the  destimc- 
tion  of  Bear  Steams's  trading-desk  tape 
recoi'dings  after  a  court  order  to  pre- 
serve them.  According  to  an  affidavit 
recently  filed  with  the  court  by  Bear 
Stearns,  the  tapes  were  recorded-over 
by  a  junior  employee  unaware  of  the 
coiut  order.  Bear  says  that  was  in  Au- 
gust, 1994 — four  months  after  the  or- 
der was  issued — while  the  responsible 
Bear  Steams  official  was  on  vacation. 
No  one  heard  the  original  tapes  "to  the 
best  of  Bear  Steams's  knowledge,"  says 
the  affidavit. 

Even  without  tapes  from  Bear 
Stearns,  the  evidence  that  already  has 
come  to  light  hardly  casts  a  favorable 
light  on  Wall  Street's  dealings  with 
Askin.  Goldin  says  he  will  move  to 
make  pubhc  the  final  report  of  his  in- 
vestigation, in  contrast  to  a  preliminary 
Goldin  report  that  was  placed  under 
court  seal.  Unless  it  is  a  ringing  victory 
for  the  brokers,  which  hardly  seems 
likely,  Goldin's  report  will  doubtless  en- 
cour'age  an  ar-my  of  lawyer's  to  descend 
on  the  only  available  deep  pockets — the 
brokerages.  For  Wall  Street,  which 
made  him  and  then  smashed  him  to 
smithereens,  it  is  a  fitting  epitaph  to 
the  legacy  of  David  J.  Askin. 

By  Gary  Weiss  in  New  York 


■  the  conversation ) 

Tiat  do  you  think,  you 
1  a  break  on  the  marks 
es  of  the  securities 
to  investors  in  the 
Ids]? 

:  We  marked  the  bonds 
s  we  can  stand  and  then 
f  another  10%  or  12%. 

ming  exchange  was 
31,  1994,  as  the  funds 


collapsed.  Richard  John  was 
Askin's  top  trader.  Creditor 
lawyers  say,  and  Kidder 
denies,  that  it  shows  Kidder 
collaborated  with  other  bro- 
kers to  get  phony  prices  for 
Askin  holdings  it  had  seized 
to  meet  margin  calls. 

O'CONNOR:  Whatever  has  to  be 
done,  let's  get  it  over  with  today, 
and  then  let  the  lawyers  come  in 
and  solve  it  all,  but  unfortunate- 


ly you're  right.  For  the  time 
being  it's  like  in  a  death  bath 
with  Wall  Street  saying,  "We  are 
going  to  liquidate  you  if  you 
don't  send  money"  and  you  say, 
"I'm  not  going  to  send  you  mon- 
ey, but  who  are  you  going  to  sell 
ifto?" 

JOHN:  . . .  Make  sure  you  get 
three  bids  so  you're  document- 
ed, pal. 

O'CONNOR:  Exactly 


JOHN:  Tell  me  what  the  highest 
one  is. 

O'CONNOR:  Everybody  is  faxing  us 
over  their  sheets,  you  know, 
"Please  just  put  a  number  next 
to  all  these  bonds." 
JOHN:  Right. 

O'CONNOR:  I  think  everybody  is 
calling  the  other  guy,  going  "if 
you  do  mine  I'll  do  yours." 
JOHN:  Right,  right. 

DATA:  COURT  RECORDS 


Inside  Wall  Street 
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BY  GENE  G.  MARCiAL 

POISED  FOR  A 
TELECOM  SELL-OFF 

Once  known  as  Commonwealth  Tele- 
phone— a  tiny  Pennsylvania  carri- 
er— C--TEC"  ((TEX)  is  now  one  hot  prop- 
erty: Since  branching  out  into  cable 
television  and  long  distance,  it  has  at- 
tracted sophisticated  investors.  Shares 
have  zipped  from  21  in  early  Novem- 
ber to  30.  And  the  climb  is  far  fr'om 
over,  some  say. 

The  reason:  Some  big  telecom  and 
media  outfits  have  expressed  interest 
in  buying  c-tec's  Cable  System  unit 

BUYERS  HAVE  C-TEC'S  NUMBER 


DATA-  BLOOMBERG  FINANCIAL  MARKETS,  ZACKS 
INVESTMENT  RESEARCH 

as  well  as  Commonwealth  Telephone — 
now  a  c;-TEC  subsidiary. 

In  cable  TV,  C-TEC  has  300,000  sub- 
scribers in  Michigan,  New  Jersey,  and 
New  York.  It  also  holds  a  40%  stake  in 
a  Mexican  cable  company.  Common- 
wealth sei-ves  more  than  240,000  regu- 
lar phone  lines  in  Pennsylvania  and  re- 
sells service  to  other  states,  as 
well — and  provides  long-distance  phone 
sei-vice  to  100,000  residential  and  14,000 
business  customers. 

"The  company  is  well  into  the  pi'o- 
cess  of  selling  its  cable  operations  and 
has  initiated  sale  of  the  telephone  busi- 
ness," says  Brian  Warner  of  Perfoi'- 
mance  Capital,  a  New  York  hedge  fund 
that  is  accumulating  shares. 

Based  on  the  private-market  value 
of  its  assets,  C-TEC  is  worth  $45  to  $48 
a  share,  figures  Warner.  The  company 
has  hired  Merrill  Lynch  to  evaluate 
ways  to  boost  shareholder  value. 

Tlie  move  to  sell  off  its  assets — rath- 
er than  acquire  other  companies  for 
fatter  revenues — evidently  carries  the 
blessing  of  c-tec's  big  shareholders, 
including  Peter  Kiewit  Sons,  which 
owns  40%  of  the  stock;  value  investor 


Mario  Gabelh,  with  23%;  and  Sequoia 
Fund,  with  9%. 

One  analyst  suspects  that  TCi,  Ny- 
nex,  or  Comcast,  a  company  that  has 
worldwide  interests  in  cable  television, 
telecommunications,  and  TV  progi'am- 
ming,  will  end  up  buying  all  or  part  of 
c-TEC's  assets. 

"Management  is  a  shareholder-driven 
gi'oup — they're  looking  to  maximize  the 
stock's  value,"  says  Wai'ner.  He  notes, 
for  instance,  that  38-yeai-old  ceo  David 
McComt  has  bought  stock  worth  $35 
million  at  an  average  of  27!^  a  share. 
Therefore,  "McCourt  is  motivated  to 
look  after  stockholders'  interests,"  ar- 
gues Wamei'.  c-tec  is  expected  to  have 
sales  of  $314  miUion  in  1995  and  $362 
million  next  year,  estimates  analyst 
Bnice  Roberts  of  Ladenbui'g  Thalmami. 

BASS  TAKES  A  SHINE 
TO  LONE  STAR 

Oil-patch  giants  such  as  Schlumber- 
ger,  Halliburton,  and  Rowan  have 
attracted  interest  lately,  which  has 
pushed  up  then-  stock.  But  a  small  ri- 
val. Lone  Star  Technologies  (lsst),  has 
been  in  a  slump.  Shares  fell  from  9'A  to 
7%  in  two  weeks,  after  hitting  1014  in 
September.  Smart  investors  aren't 
turned  off.  They're  buying  in. 

One  big  buyei'  is  Texas  financier  Rob- 
ert Bass,  whose  gi-oup  raised  its  Lone 
Star  stake  from  22%/  in  March  to  27% 
as  of  Nov.  1 — piu'chasing  shai'es  at  pric- 
es ranging  fi'om  7  to  moi'e  than  9.  Lone 
Stai'  makes  oil-field  and  industrial  gear. 
Wliat's  Bass  up  to?  So  far,  it's  not  quite 
clear:  In  its  Securities  &  Exchange 
Commission  filing,  the  group  said  it 
would  be  a  "passive"  investor.  But  a 
Lone  Star-  spokesperson  says  there  is  no 
standstill  agi-eement  between  Bass  and 
the  company.  "Oiu-  relationship  with  the 
Basses  is  veiy  cordial,"  she  says.  An- 
other big  buyer  of  Lone  Star  says  of 
Bass:  "He  makes  mistakes — but  not  in 
oil  or  in  his  own  backyard." 

What's  so  enticing  about  Lone  Star? 
Even  at  the  depths  of  the  oil-and-gas- 
drilling  cycle,  "Lone  Star  managed  to 
stage  what  appears  to  be  a  turnaround, 
and  it  has  started  to  make  money  this 
year,"  says  a  New  York  money  manag- 
er who  invests  not  only  in  energy  but 
also  in  indu.strial-diamond  producers. 
He  notes  that  demand  for  diamonds 
among  oil  operators — for  drill  bits — 
has  perked  up,  meaning  that  an  oil  re- 
vival may  be  imminent. 

One  analyst  expects  Lone  Star  eai'n- 


ings  of  40(2  to  500  a  share  this  y» 
and  60(?  to  70(2  next  year,  compai 
with  a  19(2  loss  in  1994. 


A  BREAKTHROUCH 
FOR  DIABETICS 


ier( 


MiniMed  (mnmd)  is  a  minicap  st( 
trading  below  its  July  initial  put 
offering  price  of  13.  But  analyst  Si 
NavarTo  of  UBS  Securities  thinks  Mi 
Med  will  be  a  home  run:  "Its  implai 
able  insulin  pump,  plus  the  sensor 
developing  to  monitor  blood  gluco 
will  open  up  a  huge  worid  mar-ket," 
says.  Navar'r'o  insists  the  stock  w 
double  ft'om  its  current  11  within 
year'.  In  two  years,  he  says,  MiniM 
"vrill  most  likely  be  acquii'ed  by  a  lar  ijjjj  q]^-^ 
medical-equipment  company,  such 
Medtr-onics."  Hegicch; 

What's  more,  he  argues,  "nobot  .^^^^^ 
else  has  an  implantable  pump  for  i 
sulin,  so  MiniMed  will  be  in  high  d  iwantai 
mand."  MiniMed  will  seek  Food 
Dr-ug  Administration  approval  ne  , 
year-.  The  pump,  inserted  beneath  t.  ^^f^ 
skin  of  the  abdomen,  administers  jjjjjyjj 
dose  set  by  the  diabetic. 

MiniMed  CEO  Al  Mann  says  clinic  ttnatei 
studies  show  that  dosage  through 
pumi),  as  opposed  - 
AN  INSULIN  PUMP^ 


TO  THE  RESCUE 


to  mjections,  re- 
duces long-term 
diabetes  complica- 
tions: nerve  dam- 
age, kidney  dis- 
ease, or  blindness. 
The  implant  holds 
a  three-month  in- 
sulin supply.  Mini- 
Med's  sensor  lets 
diabetics  read 
glucose  levels 
without  drawing 
blood.  The  sensor 
has  an  alarm  to 
warn  patients  of 
danger-ous  glucose 

levels.  Mann  says  the  pump  is  no 
sold  only  in  Fr-ance,  wher-e  he  expecl 
sales  of  $4  million  next  year. 

To  market  the  device,  Mann  ainr 
for-  a  Eur-opean  alliance.  "We  are  hok 
ing  all  sorts  of  talks,  including  merg( 
possibilities,"  says  Mann — but  he  didn 
elaborate.  MiniMed  already  has  a  lin 
with  Gei-many's  Hoechst,  which  is  mal 
ing  fast-acting  insulin  for-  pump  use 

Navarr-o  sees  MiniMed  selhng  7,50 
pumps  in  1995,  and  8,500  to  9,000  i 
1996.  He  figiu-es  MiniMed  will  ear-n  26 
a  shar-e  this  year  and  35?  next. 
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moves  or  fewer  that 
will  take  your  company 
to  industry  leadership. 

Do  you  know  what  they  are? 

HEN  CUSTOMER  PRIORITIES  and  new  technologies  are  changing  at  the  speed  of  light,  the 
rategic  challenge  lies  in  the  ability  to  make  the  major  business  design  choices  that  will 
jtermine  your  company's  future.  Value  Migration  explains  how  to  anticipate  what  customers 
ill  want  and  which  five  critical  decisions  will  enable  you  to  deliver  it  to  them — profitably. 

ilue  Migration  is  packed  with  the  critical  concepts  of 
isiness  value  creation.  There's  a  practical  course  of  action 
itt  that  every  CEO  must  follow. " 

—  Scott  D.  Cook 

Chairman  and  Co-Founder 
Intuit,  Inc. 

ywotzk)''s  concepts  define  a  road  map  for  company  growth 
id  survival." 

—  Wayne  P.  Jones 

Chief  Executive  Officer  and  Executive  Director 
International  Pizza  Hut  Franchise  Holders  Association 

alue  Migration  describes  perfectly  the  challenges  faced  by 
ir  organization.  It  will  form  the  core  of  strategic  thinking 
our  company  for  many  years  to  come. " 

—  Arthur  C.  Martinez 

Chairman  of  the  Board  &  Chief  Executive  Officer 
Sears,  Roebuck  and  Co. 
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RIAN  J.  Slywotzky  is  a  vice  president  of  Corporate  Decisions,  Inc.  (CDI),  a  strategy 
isulting  firm  that  focuses  on  the  creation  of  profitable  growth  for  clients.  CDI's  outside-in 
thodology  develops  customer-driven  strategies  and  innovative  business  designs  that  build 
tained  competitive  advantage. 
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Information  Processing 


SOFTWARE 


NEW!  IMPROVED! 
NOT  HERE  YET! 


Long  delays  in  getting 
new  Mac  operating  systems 
to  market  are  tarnishing 
Apple's  crown  jewel 

On  Nov.  17,  more  than  400  Apple 
Computer  Inc.  softwai'e  engineers 
jammed  into  a  company  auditori- 
um. After  working  into  the  wee 
hours  and  weekends  for  seven  months, 
they  were  ready  to  ship  the  fii'st  version 
of  a  new  Macintosh  operating  system 
called  Copland.  There  were  T-shirts  for 
project  "heroes,"  a  Lettermanesque  top- 
10  Hst  in  praise  of  Copland,  and  a  beer 
bash.  Says  Ike  Nassi,  an  Apple  vice- 
president:  "Tlie  place  was  wild.  It  was  a 
very  important  milestone." 

It  was,  however,  perhaps  a  little  soon 
to  break  out  the  beer  kegs.  While  a 
gi'oup  of  50  applications  development 
companies  are  seeing  an  eai'ly  version  of 
the  progi'am  now,  Mac  users  aren't  like- 
ly to  get  the  new  system  until  mid- 
1997.  That's  18  months  after  it  was  in- 
itially due,  and  as  a  result  Copland  has 
blown  its  primary  mission:  to  blunt  the 
impact  of  Microsoft  Corp.'s  Windows  95. 

If  Apple  loses  its  software  edge,  it 
could  find  itself  in  an  accelerating  slide: 
Without  compelling  new  software,  the 
company  will  be  lucky  to  hold  onto  its 
customers,  let  alone  expand  market 
share.  Already,  formerly  Mac-only  soft- 
ware makers  such  as  Adobe  Systems 
are  focusing  as  much  on  Windows  as 


on  Mac,  and  sales  of  Mac  software  are 
slowing  even  in  traditional  strongholds 
such  as  graphics  and  education  (chart). 

In  the  first  three  quarters  of  1995, 
sales  of  Windows  progi'ams  grew  47.4% 
from  the  year  before  wMle  sales  of  Mac 
titles  fell"  12.9%,  according  to  the  Soft- 
wai'e  Publishers  Assn.  That  has  develoi> 
ers  thinking  twice  about  the  Mac.  Says 
John  R.  Deal,  ceo  of  Lizard  Tech  Inc.,  a 
Santa  Fe  (N.  M.)  gi-aphics  softwai'e  com- 
pany: "I'm  an  original  Mac-head,  but  I 
can't  afford  to  miss  out  on  80%  of  the 
market  just  because  I  hate  Microsoft." 
NEW  TOOLS.  So  far,  there's  no  clear  sig- 
nal that  the  Mac  hardware  business  is 
suffering.  In  the  September  quarter, 
Mac  shipments  surged  9%,  making  it 
the  top-selling  brand.  But  Macs  are 
moving  so  slowly  in  the  critical  pre- 
Christmas  season  that  Apple  has 
slashed  prices  up  to  25%. 

Apple  executives  insist  that  Copland 
has  the  stuff  to  put  Apple  back  on  top. 
They  say  they  hope  foi'  deUveiy  in  1996, 
but  make  no  promises.  "We've  got  an 
aggressive  timetable,  but  we're  going 
to  make  sure  it  works,"  says  David  S. 
Nagel,  senior  vice-president  and  chief 
technologist.  But  insiders  say  that  de- 
spite new  software  tools  and  manage- 
ment controls,  there's  too  much  testing 
ahead  to  get  Copland  out  in  1996.  Says 
one  recently  departed  Apple  engineer: 
"There's  no  way  in  hell  Copland  ships 
next  year.  I  just  hope  it  ships  in  1997." 

Getting  Copland  out  is  up  to  Nagel. 
But  develoj^ers  wony  that  the  longtime 


PUSHING:  R&D  chief  Nagel  sav/.s, 
"Weve  got  an  aggressive  timetabli 

head  of  research  and  developme:| 
too  enamored  with  Apple  techn( 
"The  game  is  to  cut  it  down  toj 
three  or  four  most  compelling  fealj 
as  opposed  to  having  hundreds  of 
to-haves,"  says  one  software  execi 
"I'm  not  sure  that's  happening,' 

And  Copland  isn't  the  only  pro! 
facing  Apple's  software-develoi3mei| 
foils.  On  the  same  day  the  Coplantj 
velopers  were  celebrating,  Apple  \\ 


MAC  SOFTWARE  SALES 
HAVE  BEEN  SLIPPING... 
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...BUT  APPLE  HAS^ 
A  PLAN 

COPLAND  The  first  full  re  ' 
the  Macintosh  operating  sy 
since  1984,  Copland  prom 
durability  of  more  powerful 
grams  such  as  Windows  NT 
as  software  agents  and  cus 
able  interfaces.  Due  out  in 
mid-1997. 

OPENDOC  This  new  archil 
would  replace  today's  bloat 


jida  Labs,  a  4-year-old  joint  ventui-e 
1  IBM  that  failed  to  bring  forth  a 
:uage  for  multimedia  progi'amming. 
lie  also  has  halted  development  of 
an,  a  programming  language  that 
)le  programmers  said  might  have 
1  a  rival  to  Sun  Microsystems  Inc.'s 
te-hot  Java,  a  World  Wide  Web  pro- 
nming  language.  Taligent,  another 
-Apple  operating-system  venture, 
'  be  shuttered  any  day  now. 
'verall,  the  software  expertise  that 
been  Apple's  crown  jewel  for  more 
1  a  decade  may  be  fading.  Just  a 

nodular,  easily  updated 
s  of  code.  But  tepid  industry 
rt  and  the  departure  of  part- 
Dvell  are  slowing  progress. 

NTERNET  Because  Sun 
systems'  Java  has  beaten  it 
j  rket,  Apple  has  killed  Dylan, 
i  d  Wide  Web  programming 
'  3ge.  Now  Cyberdog,  a  pro- 
to  let  cyber-surfers  cotDble 
avorite  Internet  applications 
I  er,  is  the  company's 
*  et  bet. 


CAN  CYBERDOG  FETCH  INTERNET 
CUSTOMERS  FOR  APPLE? 


It  used  to  be  that  Apple  Computer 
Inc.  was  the  cool  computer  maker. 
The  Macintosh  was  hip,  noncon- 
formist. Apple  was  on  the  cutting 
edge  of  the  latest  trend — ease  of  use, 
multimedia,  laser  printers.  But  in  cy- 
berspace, Apple  is  a  laggard.  While 
Netscape  Communications  and  other 
companies  gi'ab  the  headlines,  Apple 
has  barely  made  it  onto  the  Informa- 
tion Highway. 

Now,  the  computer  maker  is  final- 
ly revving  up.  Job  one:  Make  the 
Mac  the  PC  of  choice  for  this  explo- 
sive new  market.  The  Mac  has  been 
a  favorite  "platfoiTn"  for  developing 
World  Wide  Web  pages.  Now,  Apple 
is  trying  to  make  it  the  favored  vehi- 
cle for  Web  surfers,  too.  Last  sum- 
mer, the  company  began  offering  a 
$59  Internet  Con- 


nection kit  com- 
plete with  a  Net- 
scape browser, 
choice  of  Internet 
service  providers, 
and  the  Clai-is  E- 
Mailer,  which  is  a 
progi'am  that  con- 
solidates a  user's 
mail  fi'om  differ- 
ent services.  Ap- 
ple says  future 
PCs  will  include 
the  Internet  kit 
as  standard 
equipment.  On 
Dec.  4,  Apple  an- 
nounced plans  to 
support  Java, the 
new  Web  pro- 
gramming lan- 
guage from  Sun 
Microsystems  Inc. 

In  January,  Ap- 
ple is  expected  to 
launch  its  most 
important  Inter- 
net software  ef- 
fort— a  progi'amming  system  called 
Cyberdog  that  could  make  Net-surf- 
ing much  easier.  "Cyberdog  is  Ap- 
ple's last,  best  chance  to  make  an  im- 
pact on  the  Internet,"  says  John  R. 
Deal,  president  of  software  maker 
Lizard  Tech  Inc.  in  Santa  Fe,  N.  M. 

What's  so  hot  about  Cyberdog? 
Based  on  the  IBM-Apple  OpenDoc 
software  standard,  which  will  let 
software  modules  work  together  as 
though  part  of  one  application,  Cy- 


APPLE'S  l-WAY  ITINERARY 


berdog  will  let  users  easily  add 
Internet  links  to  their  favorite  appli- 
cations. Want  to  get  E-mail  without 
quitting  your  word  processor  fb-st? 
You  could  drop  in  a  Cyberdog  E-mail 
reader  for  one-touch  access.  Click  on 
the  button  and  check  your  mail,  then 
resume  work.  Want  to  get  a  daily 
weather  report?  Drag  in  a  part  that 
calls  into  the  National  Weather  Ser- 
vice Web  site  each  morning.  These 
software  modules  don't  exist  yet.  Ap- 
ple will  release  Cyberdog  and  key 
parts — a  Web  browser,  an  E-mail 
progi-am,  and  others — in  Januaiy. 
But  by  licensing  the  software  for  a 
nominal  fee,  Apple  hopes  developers 
and  individuals  will  build  their  own 
custom  modules. 
Apple  is  also  tiying  to  beat  rivals 
by  providing  con- 


CYBERDOG  Set  for  release 
early  next  year,  this  software 
lets  users  set  up  their  own  cus- 
tom-made Internet  interfaces. 
Rather  than  jump  between 
browsers  and  gophers,  custom- 
ers could,  for  example,  plop  an 
icon  for  Internet  mail  into  their 
word-processing  programs. 

CONTENT  Apple  is  rolling  out 
Web  pages  targeted  at  specif- 
ic Mac  customers  such  as  The 
Learning  Community  for 
teachers  and  The  Salon  for 
intellectuals. 

NET  SERVERS  Since  many 
Web-publishers  create  their 
content  on  Macs,  many  want  to 
house  their  Web  sites  on  Mac 
servers.  This  has  helped  Apple 
vault  to  No.  2  in  this  fast-grow- 
ing market,  according  to  mar- 
ket researchers  Gartner  Group. 


tent  for  the  Inter- 
net. The  goal:  Op- 
erate like  a 
cable-TV  company 
and  make  money 
on  Web  sites  by 
attracting  adver- 
tising and  charg- 
ing for  premium 
"progi'amming." 
The  company  al- 
ready has  a  site 
called  The  Learn- 
ing Community 
for  grade  school 
teachers  and  in 
November 
launched  one  for 
the  literati  called 
The  Salon.  A  four- 
month-old  Inter- 
net Services  divi- 
sion will  convert 
the  money-losing 
e-Woiid  online 
system  to  the 
Web  next  summer. 


Attracting  at- 
tention— and  keeping  cybemauts 
interested — is  a  daunting  task.  Some 
visitors  to  The  Salon,  for  example, 
found  discussions  there  too  shallow. 
"The  key  will  be  the  quality  of  the 
content,  but  Apple's  heading  in  the 
light  dii-ection,"  says  Tim  Bajarin  of 
market  researcher  Creative  Strate- 
gies Inc.  Following  the  right  course 
is  one  thing.  Getting  there  on  time  is 
another 

Peter  Burrows  hi  Cupertino,  Calif. 
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REDUCE  YOUR 
1995  TAXES  WITH 
THE  SIMPLIFIED  KEOGH 


The  T.  Rowe  Price  Simplified  Keogii®:  Tax  advantages  and 

flexibility.  Professionals,  self-employed  individuals,  and  small- 
business  owners:  You  may  be  able  to  contribute  pretax  income  of 
up  to  $30,000  to  your  retirement  account.  And  you  can  defer  taxes 
on  your  contributions  and  any  earnings  until  withdrawal.  You  can 
choose  from  46  no-load  mutual  funds  to  invest  in. 

Comprehensive,  yet  easy  to  implement  and  run.  The  T.  Rowe  Price 

Simplified  Keo,i;h  has  a  short,  easy-to-complete  application  and  step- 
by-step  setup  instructions.  Running  it  is  easy  and  cost-effective.  And 
when  you  have  investment  questions,  a  simple  phone  call  to  our 
retirement  specialists  will  get  you  answers. 


Call  today  for  a  free  kit  and  prospectus 

1-800-831-1410 


hwcst  With  Confidence 

T.Roweftice 
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The  professionars 
choice  when 
every  word  is 
worthy  of  note 


Just  ^  s"  thin  And  less  than  i  _■"  hi}J.h. 
ihis  niicc-ciclinilcci  mien )cassette 
starts  rct  (  )relin,L;  at  the  sound  of 
speech  anti  stojis  automatically — 
eliminating  tape  "gaps"  and  saving 
batteries  and  pla\  l">ack  time.  Auto- 
lewl  maintains  consistent  \  ()lume 
when  tai-)ing.  Two  speeels — it  can 
record  ///'  la  Ihivc  hoiiis  on  a 
minute  Idpc.  lb  order,  or  lor  the 
location  oj  J  store  neai  \  (>u.  call: 

1  800  THE  SHACK^^ 


RadioShack 

Yoii  \L'  got  questions.  Wc  vv  got  answc^rs/ 


Prices  apply  at  itarlicipdting  RadioSfi.ick  stores  and  dealers  Itfms  not  available  at  a  parlicipaling  store  can  be  special-ordered  (subiecl  lo  availability)  at 
the  advertised  puce  A  participating  store  will  oiler  a  comparaijle  value  if  the  product  is  sold  out  Independent  RadioShack  dealers  and  franchisees  may 
not  be  participating  in  this  ad  or  stock  01  special  nrder  every  item  advertised  Copies  ot  applicable  warranties  are  available  upon  request  at  stores  for 
inspection  before  sale,  or  by  writing  Customer  Relations,  1400  One  Tandy  Center  Fort  Worth  TX  7610? 
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year  ago,  Oracle  ceo  Lawrence  J. 
son  mulled  a  bid  for  the  No.  2  PC 
er— just  to  get  the  user-friendly 
operating  system  and  other  soft\iri 
goodies.  Now  he  says  he's  not  inte:j(st 
ed.  "We  think  there  is  another  avuv 
for  us — a  better  way  to  get  there.' 

Can  Apple  turn  things  arounc. . 
new  effort  to  develop  progi-amminjifo: 
the  Web  will  be  critical.  So  will 
cessful  Copland.  The  first  total  re\& 
of  the  Mac  os  since  1984,  it  will  I 
Apple  up  to  speed  with  newer  open  ji^f- 
systems  such  as  Windows  NT  and  :  mi^^ 
OS/2  that  are  better  suited  for  corf 
tions.  For  example,  "preemptive"  n  m 
tasking  will  reduce  system  crashes  a 
running  more  than  one  program, 
land  also  has  "agents"  to  cany  out 
tine  tasks,  such  as  printing  out  fctsrat 
E-mail  at  8  a.m.  every  day.  A  r  mis 
powerful  "Irnder"  will  help  let  user  ml  them 
trieve  documents  by  searching  for 
words  or  phi-ases  rather  than  file  nafcventtli 
And,  with  Copland,  the  Mac  intei  >&i 
can  be  customized — a  simple  screei 
kids  or  lots  of  icons  for  power  usei 
CONCENTRATION.  Apple  executives  j 
out  that  Copland's  "modular"  arch 
ture  will  also  give  the  company  a 
to  bring  new  features  to  market  fa 
Instead  of  periodic,  massive  updat 
the  entire  operating  system,  it  wi 
possible  to  rewr-ite  pieces  of  code  tecUo" 
improve  file  management,  say.  That  Atlantic 
help  Mac  applications  developers 
their  hands  on  new  capabilities  soo 

There  are  other  new  software  ii  hhn 
fives.  OpenDoc  would  let  develo 
plug  small  applets  into  other  app  icoirq 
tions.  QuickTime,  Apple's  multim 
video  technology,  is  a  popular  wa 
post  "movies"  on  the  Web.  And,  N 
says,  Apple  also  has  strength  in 
computing.  "You  have  to  look  at 
totality  of  what  we're  doing,  and 
can  still  do  things  the  other  guy 
crosoft]  can't." 

Business  partners  and  Wall  S 
are  glad  Apple's  software  operatic 
concentrating  on  these  efforts  and 
land.  "Apple's  been  trying  to  do 
many  things,  and  anything  that  foe 
their  attention  is  good,"  says  Robe 
Lee,  CEO  of  Insignia  Solutions 
which  makes  a  progi'am  that  lets 
users  i-un  Windows  applications. 

Still,  Apple  has  become  a  hard 
After  months  of  wooing,  id  SoftA 
agi'eed  to  do  a  Mac  version  of  its  ii 
galactic  game,  Doom.  But,  says  ID 
Jay  M.  Wilbur,  he'll  still  do  new  ' 
dows  versions  ahead  of  Mac  relej 
"Apple's  gone  out  of  their  way  to 
us,  but  we've  just  got  our  handsi 
with  our  mainstream  stuff,"  he  s 
Wlien  that  attitude  changes,  Apple 
really  have  reason  to  celebrate. 
Peter  Burrows  in  Cupertino,  C 


»  b  a 
tGingricl 


to  get  01 
«esoit 


Jest 


•'^'cpers 


will 


*tadi 


^formation  Processing 


COMMENTARY 

By  Catherine  Arnst 


POWER  TO  THE  STATES?  IT  WONT  WORK  IN  TELECOM 


In  the  the  Republican-dominated 
Congress,  deregulation  and  devo- 
lution go  hand  in  hand.  ScaUng 
ack  regulatory  agencies  and  shifting 
jsponsibility  back  to  the  states  are 
tactions  to  a  federal  bureaucracy 
lat  seems  impervious  to  market  re- 
lities  and  a  Congress  where  special 
iterests  vmte  the  laws. 
Sounds  like  a  perfect  way  to  get 
'Otmd  the  muddle  of  telecommunica- 
ons  deregulation — in  one  fell  swoop, 
reumvent  the  Federal  Communica- 
ons  Commission  and  end  the  decade- 
ng  battle  among  industry  groups 
lat  has  stymied  attempts  to  rewrite 
)-year-old  telecom  law.  Indeed,  while 
'iashington  has  fiddled,  23  states 
ive  started  to  deregulate  local-call- 
g  monopolies.  Many  of  these  same 
ates  have  paved  the  way  for  com- 
unications  companies  to  bring  out 
}w  technologies.  One  example:  When 
ell  Atlantic  Corp.  applied  for  a  h- 
;nse  to  offer  video  over  its  phone 
les  in  Toms  River,  N.  J.,  it  took  the 
ate  a  few  months  to  grant  approv- 
— and  the  FCC  two  years. 
ELCOME  RELIEF.  But  when  it  comes 
telecommunications,  a  state-by- 
ate  solution  is  no  solution  at  all. 
nd  no  less  a  devolutionist  than 
ewt  Gingrich  says  so.  On  Nov.  30, 
!  warned  House  and  Senate  confe- 


act — but  it  vdll  be  much  more  piece- 
meal and  confusing,"  says  Marion 
Boucher,  telecommunications  analyst 
vdth  Bear  Steams  &  Co.  That  will 
further  delay  improvements  in  the 
telecom  system  that  would  benefit 
the  economy  and  all  Americans. 

Worse,  no  state  has  the  power  to 
do  the  whole  job.  States  can  allow 
competition  in  local-calhng  markets. 
But  they  can't  grant  a  basic  form  of 
regulatory  relief:  letting  local  phone 


tion  wherever  possible,  all  the  while 
preserving  universal  telephone  ser- 
vice." That's  a  tall  order,  which  may 
explain  why  Congress  plans  to  punt 
most  of  the  detail  work  to  the  FCC. 

Leaving  implementation  to  the 
FCC,  industry  executives  fear,  could 
slow  the  arrival  of  new  competition 
and  services.  The  agency  wall  have  to 
resolve  such  complex  issues  as  the 
rates  that  local  carriers  may  charge 
for  reselling  their  services  and  the 


/ithout  federal  oversight,  the  world's  most 
dvanced  telecom  network  would  fall  apart 


«s  to  get  cracking  on  a  compromise 
I  easure  so  it  can  be  ready  for  a 
I  )te  before  Christmas.  The  speaker, 
'  1  Information  Age  enthusiast,  rec- 
I  piizes  that  it  could  be  disastrous  to 

ice  more  postpone  passage  of  a  bill 
•  free  the  nation's  local  phone  com- 

tnies,  long-distance  carriers,  and 

ble-TV  operators  to  compete  with 
another. 

Anyone  who  doesn't  want  to  see 
e  most  advanced  communications 
'twork  in  the  world  break  down 
to  a  patchwork  quilt  of  incompat- 
i  le  regulations  should  welcome  a 
'  deral  bill.  "If  Washington  doesn't 
■t  its  act  together,  the  states  vdll 


companies  into  the  oUgopolistic  long- 
distance business — which  could  vast- 
ly increase  competition. 

That's  not  to  say  that  the  federal 
solution  in  the  works  is  an  ideal  one. 
In  fact,  telecom  insiders  say  the  final 
bill  will  be  hght  on  deregulation.  The 
measure  will  likely  run  to  well  over 
100  pages,  replete  with  dozens  of 
new  rules  outUning  how  the  industry 
will  deregulate.  "This  legislation 
changes  telecom  pohcy  from  a  perma- 
nent monopoly  regulatory  model  to  a 
transitional  regulatory  model,"  says 
Scott  Cleland,  an  analyst  vdth  the 
Washington  Research  Group.  "Con- 
gress is  seeking  to  introduce  competi- 


establishment  of  a  new  nationvdde 
universal-service  fund,  as  well  as  de- 
termining at  what  point  each  local 
phone  company  has  successfully  met 
a  series  of  competitive  tests  before  it 
may  offer  long  distance. 

Even  the  healthiest  of  agencies 
would  be  hard  pressed  to  do  all  that, 
and  these  days,  the  FCC  is  not  oper- 
ating at  its  peak.  It  is  hampered  by 
bitter  infighting  among  its  commis- 
sioners, and  it  faces  a  20%  budget 
reduction. 

Still,  while  the  pending  telecom 
bill  may  be  far  from  perfect,  it  is  the 
best  chance  we  have  to  let  loose  a 
set  of  industries  that  pull  in  some  .$1 
trilhon  in  revenue  each  year — one- 
sixth  of  the  U.  S.  economy.  It's  time 
to  set  them  free. 

Arnst  covers  telecommunications 

for  BUSINESS  WEEK. 
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VACANCY 
As  the  Pirates'  or 
field  fortunes 
faded  in  '95,  the 
park  was  often 
nearly  this  emptji » a  stai 
even  on  game  daj 


ANGELS  IN 
THE  OUTFIELD 

How  Kevin  McClatchy  kept  the  Pirates  in  Pittsburgh 


You'd  think  it  was  Mudville  on  the 
Monongahela.  As  the  Pittsburgh 
Pirates  tumbled  deeper  into  the 
cellar,  fans  deserted.  By  Septem- 
ber, cavernous  Three  Rivers  Stadium 
was  so  empty  you  could  hear  the  um- 
pires shout  and  the  players  swear 

The  coiporati'  ownei-s,  who  had  saved 
the  team  for  the  city  a  decade  earlier, 
grumbled  about  losses  and  looked  to 
sell.  But  talk  about  onei'ous  conditions: 
They  wanted  $85  million  and  a  pledge 
from  any  new  owner  to  keep  the  team 
in  small,  baseball- weaiy  Pittsburgh.  A 
few  would-be  buyers  trooped  to  tovm 
but  came  up  short  on  financing.  Base- 
ball's futui'e  in  Pittsburgh  looked  giim. 

Enter  Kevin  McClatchy,  a  32-year- 
old  newspaper  heir  and  sports  fan  ft-om 
Sacramento,  Calif.  Fifteen  years  earlier, 
he  had  spent  Thanksgiving  in  Pitts- 
burgh with  his  prep  school  roommate, 
Dan  Rooney  Jr,  whose  family  owned 
the  Steelers  football  team.  Now,  on  his 
first  return  visit,  McClatchy  brought 
$10  million — half  his  fortune — and  the 


Rooney  connection.  From  that  slim 
start,  he  had  to  build  a  team  of  inves- 
tors to  back  a  bid  for  the  Pirates.  The 
owners — including  such  Pittsburgh  cor- 
porate giants  as  usx  Corp.  and  Al- 
uminum Co.  of  America — weren't  im- 
pressed. They  gave  him  two  weeks. 

In  14  hectic  days,  McClatchy  saved 
major-league  ball  in  Pittsburgh.  Racing 
around  town,  selling  his  vision  for  base- 
ball to  the  city's  monied  class,  he  put  to- 
gether $85  million.  By  Thanksgiving,  he 
was  back  in  Sacramento  to  sell  his 
house.  A  final  O.K.  of  his  bid  fi-om  Ma- 
jor League  Baseball  comes  in  January. 
NEW  PARK?  When  McClatchy  hit  town, 
he  needed  political  support  fast.  So  after 
he  finished  checking  into  his  hotel,  he 
crossed  Grant  Street  to  see  Mayoi"  Tom 
Muiphy.  For  the  mayor,  McClatchy  was 
the  last  chance  to  hang  on  to  the  109- 
year-old  franchise  and  avoid  being 
known  as  the  mayor  who  lost  the  Pi- 
rates. McClatchy,  in  tuni,  needed  help 
from  City  Hall.  "For  the  Pirates  to  be 
financially  viable,"  he  says,  "you  have  to 


he 


1  to  tile  U 


workt 
ijdveitisiii 
to  get  w 
mce,"  lie 
(joined  til 
k.Mh 
m,  he  ta 
iaminJl 
hUeafi 
III 

itt  OW  U 

a'eral  fe 
iiie  to  eele 
a 


have  a  new  stad 
like  Cleveland's  or 
timore's,"  with  himc 
of  lucrative  corpo 
skyboxes 

When  the  stocky, 
foot-tall  McCla 
started  negotiafj™ 
Pittsburghers  had 
son  to  doubt  his 
giance  to  the  Steel 
A  year  earlier,  he 
a  bid  for  the  Oak 
A's,  partly  becaus 
suspicion  that 
planned  to  move  the  team  to  Sacrai 
to.  But  in  a  48-hour  marathon  ses 
McClatchy  convinced  Murphy  tha 
planned  to  stay  put.  Murphy  pron 
McClatchy  $9  million  in  concessio: 
Three  Rivers  Stadium  and  commj*"^' 
the  debt-ridden  city  to  a  new  stad 
Working  from  a  spare  office  in  a 
law  firm,  McClatchy  started  com 
investors.  He  began  with  his  ho 
Reed,  Smith,  Shaw,  &  McClay— \Jlion  last  yi 
he  coaxed  into  kicking  in  $1  mil  'atabal 
With  help  from  the  Rooneys,  he  la:  'Sre 
Miami  Dolphins  quailerback  Dan 
rino,  a  Pitt  alumnus,  for  a  million. 
Ganassi,  who  owns  a  car-racing  t 
signed  up  for  tvnce  that.  McClatchy 
suaded  Integi'a  Bank  to  finance  u 
$45  million,  and  he  managed  to  ent 
number  of  current  owners,  inclu 
Westinghouse  Electric,  Mellon,  and 
banks,  to  keep  their  stakes.  "He  see 
like  a  young  man  who  was  in  earn 
says  investor  Eugene  Litman,  who 
agreed  to  keep  his  $1  miUion  stake 

Even  with  such  support,  McCla  Isii 
was  short  of  pledges  as  the  dea(  Jforthen 
approached.  His  big  hope  was  to 
H.J.  Heinz  Co.  Chairman  Anthony 
O'Reilly.  A  month  earlier,  durii 
weekend  at  O'Reilly's  castle  in  Irel 
Murphy  had  given  his  host  an  ei 
about  the  importance  of  baseba' 
Pittsburgh.  But  O'Reilly  appeared 
moved.  "After  20-some  years  in 
United  States,  I  still  don't  unders 
what  a  double  play  is,"  he  declarec 
McClatchy,  however,  had  a  sp 
connection.  O'Reilly,  who  owns  se^ 
newspapers,  knew  McClatchy's  fa 
C.  K.,  and  recalled  a  warm  conversi  ii^ifj)..^ 
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him  in  1989,  just  days  before  the 
ihev  died  of  a  heart  attack.  "He 
mmensely  charming,"  O'Reilly  re- 
"And  when  his  son  came. . .  Well, 
s  don't  fall  far  from  the  tree." 
Uy  pitched  in  $4  million  from  Heinz 
;i  million  of  his  own.  Others  fol- 
l,  and  McClatchy  had  his  $85  mil- 
lefore  the  time  ran  out.  The  next 
le  and  Murphy  were  posing  happi- 
Kt  to  a  statue  of  Roberto  dem- 
and the  mayor  was  calling  the 
r  Califomian  "a  Pittsburgh  hero." 
Tiing  a  big-league  team  fulfills  a 
1  McClatchy  has  had  since  his  days 
inity-Pawling  School  in  Pawling, 
where  he  played  wide  receiver 
:aught  passes  from  Rooney.  He 
on  to  the  University  of  California 
nta  Barbara,  where  he  majored  in 
:al  science  and  played  defensive 
He  could  have  gone  straight  into 
imily  business,  which  includes  the 
mento,  Fresno,  and  Modesto  Bees. 
id,  he  worked  elsewhere,  in  news- 
s,  advertising,  and  TV.  "It  was  im- 
nt  to  get  away  to  gauge  my  tme 
rmance,"  he  says.  After  his  father 
he  joined  the  ad  staff  of  the  Sacra- 
)  Bee.  But  he  kept  thinking  sports, 
year,  he  bought  a  single-A  minor- 
3  team  in  Modesto  and  applied  for 
le-A  team  for  Sacramento. 
EARS.  Now,  he  stands  to  be  the 
;est  ovmer  in  the  majors — younger 
several  Pirate  players.  But  he  has 
time  to  celebrate.  He  got  the  Pi- 
cheap  for  a  reason:  The  club  lost 
lillion  last  year.  And  Pittsburgh  is 
irt  a  football  town,  even  when  the 
3s  are  winning.  Current  owners 
hey  could  have  fetched  twice  the 
by  selling  the  team  out  of  town. 
;  McClatchy  intends  to  follow 
land's  successful  model,  centered 
od  farm  teams  and  the  prospect  of 
V  park,  he  has  far  to  go:  Unlike 
land,  there's  little  sign  of  a  slugger 
Jbert  Belle  or  a  gazelle  like  Kenny 
n  in  Pittsburgh's  pipeline, 
t  don't  cry  for  Kevin  McClatchy. 
eal  includes  an  escape  clause  that 
s  him  to  move  the  Pirates  if  he 
$15  milhon  in  three  years  and  fl- 
ag for  the  new  stadium  is  not  in 
Right  now,  though,  McClatchy  in- 
:hat  relocating  is  the  furthest  thing 
his  mind.  Already,  he's  planning 
ly  promotions,  hoping  to  lift  at- 
nce  from  last  year's  900,000  to  1.4 
n.  And  he's  searching  the  free- 
market  for  a  power  hitter.  He's  so 
with  baseball,  he  isn't  even  sure 
3  he  has  rented  a  house.  "I  think," 
says,  "it's  some  place  called 
. . .  Breeze?"  To  Pittsburgh's  belea- 
';d  fans,  that  uncertainty  suggests 
/ner  who  has  his  priorities  straight. 
By  Stephen  Baker  in  Pittsburgh 
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A  CADDY  THAT'S 
NOT  FOR  DADDY 

Cadillac's  future  rides  on  younger  buyers  buying  the  Catera 


In  the  luxury-car  business,  where 
success  hinges  on  luring  affluent 
younger  buyers,  General  Motors 
Corp.'s  Cadillac  Motor  Car  Div.  is 
something  of  an  industry  joke.  After 
all,  with  the  average  age  of  buyers  of 
some  models  nearing  70,  repeat  busi- 
ness looks  dicey.  "Cadillac  dealers  of- 
ten joke  that  instead  of  a  fii'st- time-buy- 
er program,  we  need  a  last-time-buyer 
progi'am,"  says  Christopher  J.  MacCon- 
nell.  president  of  Thomson-MacConnell 
Cadillac  in  Cincinnati. 

GM,  however,  isn't  amused.  The  dearth 
of  younger  buyers  means  big  problems 
for  Cadillac,  gm's  smallest  division.  Al- 
though rivals  such  as  Lexus,  BMW,  and 
Infiniti  have  seen  sales  accelerate  since 
the  late  1980s  as  they've  gi-abbed  a  big- 
ger piece  of  the  $45  biUion  luxury-car 
market,  Cadillac  is  stalling  out.  Since 
peaking  at  351,000  cars  in  1978,  Cadillac 
sales  have  been  sliding  steadily.  This 
yeai;  they  plummeted  15%.  With  expect- 
ed sales'  of  just  175,000  cars  in  1995, 


Cadillac's  share  of  the  roughly  1.2  mil- 
lion-unit luxury  market  is  now  15%, 
down  ft-om  24%'  in  1989. 

To  reverse  its  tailspin,  Cadillac  is  bet- 
ting on  the  Catera,  a  new  entry-level 
luxury  sedan  it  wiU  unveil  in  early  Janu- 
aiy.  Industiy  sources  say  it's  a  make-or- 
break  car:  If  the  Catera  di'aws  the  baby- 
boomer  buyers  who  now  flock  to 
Cadillac's  Gennan  and  Japanese  rivals, 
the  American  nameplate's  luster  will  be 
restored.  But  if  it  doesn't,  Cadillac's  fu- 
tui'e  looks  bleak.  "Unless  they  dramati- 
cally change  their  image  and  then-  prod- 
uct hne,  they'i'e  going  to  continue  their 
decUne,"  warns  Christopher  W.  Ceder- 
gi'en,  senior  vice-president  of  consultant 
AutoPaciflc  Group  Inc.  in  Santa  Ana, 
CaUf.  "This  is  their  last  shot." 
MARKET  SWING.  That's  because  the  Cat- 
era  is  aimed  straight  at  the  fastest-gi'ow- 
ing  slice  of  the  market:  entry-level  luxu- 
ry cars  such  as  the  bmw  3-series, 
Mercedes  C-class,  and  Lexus  ES  300. 
Typically  bought  by  aging  boomers,  they 
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Cadillac  is  considering  Saturn-style  no-haggle  pricing 


range  fi-om  $28,000  to  $35,000.  Just  25% 
of  the  market  in  1991,  such  models  ac- 
count for  39%  of  all  hixuiy  cars  today 
and  are  expected  to  command  nearly 
50%  by  decade's  end.  Until  now,  that 
trend  has  spelled  demographic  doom  for 
Cadillac.  The  company,  which  still  gets 
most  of  its  sales  fi'om  the  boxy  Deville, 
has  had  nothing  to  offer  boomer  buy- 
ers when  they  first  trade  up. 

The  Catera  is  meant  to  fill  that  gap. 
But  coming  late  to  a  crowded  market, 
Cadillac  faces  a  big  stretch.  While  the 
average  Caddy  buyer  is  65,  buyers  of 
entry-level  luxuiy  cars  average  just  44 
years  old.  Most  are  college-edu- 
cated women,  while  Cadillac  at- 
tracts ovemhelmingly  male,  high- 
school-educated  chivei-s.  That's  one 
reason  rivals  seem  unfazed.  Jim 
Press,  U.  S.  sales  head  for  Lexus, 
thinks  the  Catera  is  more  likely 
to  lure  owners  of  other  domestic 
cars:  "I  don't  see  tliis  as  a  signifi- 
cant threat  to  Lexus."  Concedes 
GM  Chief  Executive  John  F.  Smith 
Jr:  "They've  got  a  lot  of  work  to 
do  to  make  it  happen." 

After  much  internal  discussion 
and  delay,  it  was  only  when  Smith 
took  over  North  American  opera- 
tions in  1992  that  GM  decided  Cad- 
illac needed  a  new  entry-level  car 
aimed  at  import  lovers.  Smith 
asked  the  Eiu'opean  engineere  who 
had  just  designed  the  new  top-of- 
the-line  Omega  for  (jm's  Opel  divi- 
sion to  quickly  turn  out  a  Cadillac 
version  on  the  same  chassis.  But 
the  soaring  mark  has  since  made 
the  strategy  expensive.  At  cuirent  ex- 
change rates,  Cadillac  executives  admit 
they'll  lose  money  on  the  Gei-man-built 
vehicle,  which  is  expected  to  sell  for 
around  $33,000  when  it  hits  showi'ooms 
next  fall.  Nevertheless,  the  resulting 
Eui'o-styling  gives  the  Catera  a  tauter 
ride  and  more  nimble  handling  than  any 
Detroit-bred  Cadillac.  The  Catera  has 
clrawTi  pi'aise  for  its  driving  perfoiTnance 
from  auto-buff  books,  though  most  are 
lukewaiTn  on  its  styling. 
STRIKEOUTS.  Cadillac's  previous  at- 
tempts to  move  away  from  its  clunky 
luxo-barges  offer  little  reason  for  opti- 
mism. Competitors  eagerly  recall  what 
happened  in  the  1980s,  when  gm  sold  a 
gussied-up  Chevrolet  Cavalier  compact 
sedan  as  a  Cadillac  Cimarron.  "When 
Cadillac  goes  small,  volume  goes  small," 
said  George  Borst,  a  Toyota  Motor  Corp. 
executive  then  running  Lexus,  last  win- 


ter. And  Cadillac's  earlier  attempt  to 
win  young  sophisticates  was  another  de- 
bacle. The  division  spent  six  years  tin- 
kering with  the  Allante,  an  underpow- 
ered, defect-plagued  convertible  selling 
for  $54,000-plus,  before  gm  pulled  the 
plug  in  1993.  Cadillac  General  Manager 
John  0.  Grettenberger  swears  such  mis- 
takes won't  reoccur:  "Catera  will  be 
right  for  the  market  segment  right  out 
of  the  box." 

Well,  almost.  Catera  will  be  launched 
without  side  airbags,  a  new  feature  be- 
loved by  safety-conscious  yuppies.  By 
next  fall,  side  airbags  will  be  available  on 

Cadillac's  Market  Share 
Is  Sinking... 
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...And  It  Needs  to 
Attract  New  Drivers 
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Volvos,  Lexuses,  and  Lincolns,  but  Cate- 
ra won't  offer  them  until  the  following 
April.  The  Catera  launch  team  also 
promises  repeated  inspections  of  the  car 
in  the  U.  S.  and  Gennany  to  eliminate 
the  cjuality  snafus  that  damaged  Allante's 
reputation.  "The  last  thing  I  want  is  for 
you  to  get  your  new  Catera  and  have  a 
problem  in  the  fii'st  week,"  says  Catera 
brand  manager  Dave  Nottoli.  "That 
would  be  the  kiss  of  death."  But  his  ef- 
forts were  hardly  helped  by  gm's  Dec.  1 
announcement  of  a  $45  million  recall  of 
470,000  Cadillacs  for  violations  of  emis- 
sions standards. 

Coming  up  with  a  better  car  is  only 
half  the  battle.  Caddy's  biggest  chal- 
lenge may  simply  be  persuading  young- 
er buyers  to  consider  a  Cadillac.  "You 
don't  want  to  drive  your  parents'  car," 
says  Pam  Casey,  36,  a  San  Mateo  (Calif.) 
lawyer  whose  father  and  grandparents 


were  Cadillac  owners.  "It's  an  m 
problem."  Still,  though  she  and  her 
band  own  a  BMW  325i  and  a  Merc 
300E,  she'd  consider  a  Cadillac  if  st; 
and  performance  improved.  "I'd 
them  a  look,"  she  says. 

To  lure  buyers  such  as  Casey 
showi-Qoms,  Cadillac  plans  to  invite 
port  ownei's  to  test-drive  a  Catera 
spring  and  summer  Catera  managers 
also  working  hard  to  whip  Cadillac's 
independent  dealers  into  shape.  Ins: 
concede  they  face  big  problems  tl 
too.  Justly  or  not,  many  younger  bu 
see  Cadillac  dealers  as  epitomizing 
old-line,  hard-sell  style,  com] 
with  salesmen  in  white  belts 
plaid  sportcoats. 

To  meet  the  high  standarc 
younger  customers,  dealers 
want  to  sell  the  new  car  will 
to  poHsh  selling  skills  at  C; 
College.  And  gm  will  ship  Cat 
only  to  dealers  who  meet 
standards  for  customer  sati 
tion  and  seiwe.  Among  the  ti 
Cadillac  is  exploring:  no-ha 
pricing  in  the  style  of  g.m's  Sa 
division. 

To  support  its  marketing,  ( 
ra  got  the  fii-st  of  35  new  b 
teams  gm  is  setting  up.  The  b 
child  of  gm's  new  marketing  ( 
Ronald  L.  Zarrella,  these  t( 
will  focus  on  marketing  indiv 
models  rather  than  entire  divis 
such  as  Pontiac.  So  far,  execs 
say  only  that  Catera's  ads  will 
for  as  much  attention-gettin, 
reverence  as  tradition-bound  C 
lac  managers  and  dealers  can  st 
"We've  got  to  be  in  their  faces," 
Dan  Golles,  Catera's  product-plan 
manager,  who  acknowledges  chat  the 
cess  may  take  yeai's.  "We  know  we  \ 
always  get  them  on  the  fii"st  tiy" 

Indeed,  though  Lndustiy  obser-vers 
the  new  car  is  a  big  improvement 
only  a  start.  "The  Catera  will  help 
only  incrementally,"  says  David  Bra 
an  analyst  at  J.  P.  Morgan  Securities 
"If  you  need  10  steps  to  get  there,  tl 
half  a  step."  Cadillac's  long-teiTn  aim 
establish  Catera  well  enough  so  th£ 
next  generation  car,  which  will  ai 
early  in  the  next  centui-y,  can  rej 
the  Deville  as  Cadillac's  mainstay, 
if  Catera  doesn't  wan  some  younger 
ers  quickly,  Carlillac  will  by  then  b( 
fai'  behind  to  amount  to  much  more 
the  butt  of  industry  jokes. 

By  Kathleen  Kerwin  in  De 
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Satellite  Pro 


Pentium"  Power: 

The  super-quick  Pentium"  processor  is 
designed  specifically  tor  notebooks  and  is  engineered  to 
perform  91%  faster  than  75MHz  Intel  DX4'"  processors. 


GET  CD-ROM. 
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CD-ROM  to  Go: 

The  power  ot  multimedia  is  all  packed  up  and 
ready  to  go.  The  Satellite  Pro™  400CDT  comes  with  an 
integrated,  modular  Quad-Speed  CD-ROM  drive  that  you 
can  swap  with  the  floppy  drive  in  secondst  Or  plug  in  the 
floppy  drive  externally  and  use  both. 


GET  GOING. 


In  Touch  with  Tomorrow 

TOSHIBA 

Toshiba.  The  World's  Best  Selling  Portable  Computers. 


The  New 
Satellite  Pro™ 
with  Modular 

CD-ROM. 


Lithium  Ion  Battery: 

Toshiba's  long-life  Lithium 
Ion  battery  provides  many  hours 
of  power  while  you  travel. 


Enhanced  Port  Replicator: 

Now  you  only  need  one 
computer.  The  new,  optional 

Enhanced  Port  Replicator 
provides  two  Type  III  PC  Card 
slots,  and  allows  one-step 

connection  to  your 
desktop  environment. 


Built-in  Power  Supply: 

A  built-in  piwer  supply  means 
you  don't  have  to  arty  a  bulky 
external  AC  adapter. 
This  slim  power  cord  is  all  you  need. 

FEATURES: 
400CDT: 

•  10.4"  dia.  color  active  matrix  display 

•  Integrated  modular  Quad-Speed  CD-ROM 

•  Modular  3.5"  FDD  included 
400CS*: 

•  10.4"  dia.  color  dual-scan  display 

•  Integrated  modular  3.5"  FDD 

•  Optional  modular  Quad-Speed  CD-ROM 
BOTH  MODELS: 

•  75MHz  Pentium"  processor  (2. 9v) 

•  Supports  24-hit  true  color 
(16.7  million  colors) 

•  810  Million  Bytes  (=772MB)  HDD 

•  8MB  EDO  RAM  expandable  to  40MB 

•  VL  local-bus  video 

•  Two  stacked  PC  Card  slots 
(two  Type  II  or  one  Type  III) 

•  Plug  and  Play  connectivity 

•  Sound  Blaster  "  Pro  compatible. 
.WAV  and  MIDI  sound  support 

•  AccuPoinf "  integrated 
pointing  device 

•  Toll-free  Technical  Support  — 
7  days  a  week, 

24  hours  a  day 
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Science  &  Technology 


ENERGY 


CONGRATUUTIONS- 
YOU  STRUCK  SAND 

Now,  the  economics  of  oil-sand  mining  make  it  viable 


When  Edythe  A.  "Dee"  Parkin- 
son took  over  as  executive  vice- 
president  in  charge  of  Suncor 
Inc.'s  sprawling  Alberta  oil- 
sands  plant  in  1991,  many  employees  ex- 
pected her  to  shut  it  down.  High  pro- 
duction costs  had  wliittled  pretax  profit 
margins  to  less  than  $1.50  a  bairel,  even 
as  an  expensive  expansion  was  needed. 
But  the  feisty  Parkinson  hadn't  moved 
all  the  way  fi'om  Ontario  to  northern 
Alberta — SOO  mUes  north  of  Edmonton — 
to  give  up  on  the  world's  iirst  big  oil- 
sands  operation. 

Instead,  she  introduced  technology 
that  slashed  production  costs  by  some 
30%.  That  and  a  more  profitable  product 
rmx  have  sent  mai'gins  soaiing  to  $7.50  a 
barrel  this  year,  making  oil  sands  more 
profitable  for  Suncor  than  conventional 
oil  production.  Emboldened,  Parkinson 
is  embarking  on  a  high-tech  expansion 
that  could  cost  up  to  $600  milhon. 
TOMORROW'S  RESOURCE.  It's  just  one 
examj)le  of  a  sudden  siu'ge  of  renewed 
interest  in  developing  the  world's  largest 
lode  of  oil  sands.  Although  Alberta's  oil 
sands  contain  up  to  a  thii-d  of  the  world's 
known  petroleum  resources,  far  more 
than  in  Venezuela  and  elsewhere,  pro- 
hibitive costs  until  recently  led  most  peo- 
ple to  dismiss  the  black,  tarry,  hydro- 
carbon-bearing sands  as  tomorrow's 
energy  resource.  Indeed,  much  of  the 
oil  sands  ai-e  still  not  woith  mining.  But 
advances  in  mining,  transportation,  and 
separation  have  slashed  costs  so  that 


some  300  billion  barrels  of  oil  are  con- 
sidered economically  recoverable,  now 
or  in  the  fiitiu'e.  "That's  changed  the  in- 
vestment outlook  180  degi'ees,"  says  Eric 
P.  Newell,  chaiiTnan  of  Syncioide  Canada 
Ltd.,  a  consortium  that  i-uns  the  world's 
largest  oil-sands  project  a  few  miles 
away  from  Suncor 

The  industry's  major  players— includ- 
ing Amoco  Canada  Petroleum  Co.  and 
Imperial  Oil  Ltd. — now  plan  to  invest 
more  than  $2  billion  in  expansion  over 
the  next  five  years.  If  all  these  projects 
ai'e  completed,  they  would  boost  industiy 
production  35%,  to  almost  550,000  baiTels 
a  day,  or  some  25%  of  Canada's  total 
crude  output.  The  industry's  National 
Oil  Sands  Task  Force  recently  predicted 
that  up  to  $20  bilhon  might  be  spent  on 
oil  sands  over  the  next  25  yeai-s,  making 
it  the  largest  industrial  development 
project  in  Canada. 

The  investment  outlook  got  a  big 
boost  on  Nov.  30,  when  Alberta  Premier 
Ralph  Klein  unveiled  cuts  in  royalties 
on  oil  extracted  from  lands  leased  from 
the  province.  Producers  hope  federal  tax 
rehef  will  follow.  And  if  real  oil  piices 
rise  to  $25  a  bairel,  investment  would  in- 
crease even  faster.  "Syncrade  would  be- 
come a  gold  mine,"  says  Gulf  Canada 
Resources  ceo  J.  P.  Bryan. 

The  current  revival  is  a  sort  of  second 
coming  for  oil  sands.  After  Suncor 
opened  its  plant  in  1967,  a  consortium  of 
big  oil  companies  and  the  governments 
of  Canada,  Alberta,  and  Ontario  built 

DIG  Mammoth  shovels  in  a  vast 
open-pit  mine  put  chunks  of  foul- 
smelling  oil  sand  into  the  world's 
largest  dump  trucks,  carrying  up 
to  240  tons  each. 


n 


Bi 

iiii 


le; 


mi 


the  even  bigger  S.\Ticrude  plant,  w 
started  operating  in  1978.  But  mos 
pansion  plans  were  shelved  afte 
prices  collapsed  in  1986. 

What  has  revived  interest  in  fres 
vestment  is  cheaper  production. 
1982,  Syncrude — whose  operation  is 
than  twice  the  size  of  Suncor'S' 
slashed  its  production  costs  in  ha 
ai'oimd  $11  a  baiTel.  "By  the  turn  o 
century,  S>mcnide  will  be  producinj  jjj 
stuff  for  $9  a  barrel,"  predicts  ~ 
whose  Gulf  Canada  is  a  consortium 
ner  That,  he  says,  "is  as  competitiv 
you  need  to  be  in  North  America." 

Production  costs  for  conventions 
vary  widely.  But  in  w^estem  Canada 
sand  outfits  ah-eady  enjoy  a  highi 
tiu'n  on  capital  than  regular  oil  pre 
tion  operations.  Indeed,  Imperial 
which  is  Canada's  largest  oil  com; 
and  70%  owned  by  Exxon  Corp., 
devoted  to  oil  sands  that  it  has  sto; 
exploring  for  conventional  oO.  Oil  s 
"are  the  future  of  this  company," 
Howard  B.  Dingle,  Imperial's  gei 
manager  in  charge  of  them. 
TWO  TONS,  ONE  BARREL.  Some  o: 
most  important  improvements  to 
have  come  in  open-pit  mining, 
method  used  by  S.vmcnide  and 
that  accounts  for  nearly  two-thirc 
all  oil-sands  production.  The  black 
which  in  simimer  emits  an  ov 
asphalt-like  stench,  is  dug  up  and  t 
to  a  processing  plant.  There,  bitume 
heavy,  molasses-like  oil — is  separ 
fi'om  the  sand  and  then  upgi-aded 
various  blends  of  cnide  oil  (diagran 
takes  about  two  tons  of  oil  sand  to 
duce  just  one  bairel  of  oil. 

Ti-aditionally,  Syncrude  and  Su 
made  piles  of  oil  sands,  picked  thei 
with  a  so-called  bucketwheel  reclai 
and  placed  them  on  long  conveyor 
for  transport  to  the  processing  p 
But  the  reclaimers  and  belts  often  b 
down.  So  Suncor's  Parkinson  mothb 
most  of  them.  Instead,  oil  sand 
straight  fr-om  the  shovels  onto 
the  world's  lai'gest  dump 
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CRUSH  The  sand  is  trucked  t 
crusher  and  then  travels  over 
or  belts.  In  the  future,  Suncc 
mix  the  sand  with  water  and 
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From  Bla(^k  Sand 
to  Petroleum 

Canada's  Alberta  province  claims 
more  oil  than  Saudi  Arabia.  But 
it's  in  oil  sand — tar-like  bitumen 
clinging  to  grains  of  sand.  Here's 
how  one  company,  Suncor,  profitably 
recovers  oneljarrel  of  oil  from 
about  two  tons  of  sand: 


s.  On-board  computers  tell 
ruck  drivers  where  to  go 
when,  eliminating  bottle- 
5.  The  trucks  carry  their 
directly  to  a  machine  that 
les  lumps  of  oil  sand.  From 
the  sand  travels  a  shorter 
ice  by  conveyor  belt  to  the 
.  With  easier  maintenance, 
or  has  reduced  its  mine 
force  by  39%  and  cut  costs 
most  $4,  to  $10.50  a  barrel, 
ncrude  trails  Suncor  in 
;rting  to  dump  trucks.  But 
aking  the  lead  in  testing 
ler  efficiency  booster,  "hy- 
ransport."  This  involves 
ig  the  crushed  sand  with 
vater  in  a  eyclo-feeder,  a 
of  giant  toilet  bowl.  It's 
shipped  via  pipeline  to  the 
plant.  Thanks  to  agitation 
e  pipeline,  the  bitumen  is 
ly  separated  by  the  time 
■ives.  Syncrude  figures  hy- 
ransport  will  cut  the  cost 
iving  oil  sand  by  as  much 
.  a  barrel  and  further  re- 
downtime.  Moreover,  it 
Id  let  Syncrude  collect 
5  as  far  as  25  miles  fi'om 
lant,  up  from  6  miles  now. 
here  oil  sands  are  buried  too  deep 
ake  open-pit  mining  practical,  pro- 
's such  as  Amoco  and  Imperial  use 
in  situ"  method,  which  involves  in- 
ig  steam  into  the  deposits.  After 
litumen  separates  from  the  sand 
a  matter  of  weeks,  it's  pumped  to 
urface  along  with  water  and  a  trace 
tural  gas.  The  bitumen  is  then  sep- 
d,  diluted,  and  shipped  via  pipeline 
^fineries.  Imperial  figures  it  must 
le  350,000  baiTels  of  water,  most  of 
1  is  recycled,  for  eveiy  100,000  bar- 
)f  bitumen  pi-oduced. 
ir  this  "huff  and  puff  production 
od,  the  key  is  to  get  the  most  bitu- 
for  the  least  steam.  Imperial  says 
eologists  have  learned  to  position 
team-injection  wells  more  efficient- 
)osting  its  recovery  rate  to  25%  of 
)itumen  from  17%.  Amoco  thinks  it 
^0  well  beyond  that  and  recover 

re  The  oil  sand  is  fed  into  rotat- 
is  and  mixed  with  hot  water, 
nd  caustic  soda.  The  bitumen 
s  out,  while  the  sand  and 
to  holding  ponds. 


50%'  of  the  bitumen  with  the  help  of 
homontal  drilling,  which  lets  it  drain  a 
field  more  thoroughly  using  fewer  wells. 

Of  course,  even  recovering  half  of  the 
bitumen  wouldn't  come  close  to  the  per- 
formance of  open-pit  mines,  which  re- 
cover more  than  90%.  But  then,  mining 
with  steam  is  far  cheaper.  Moreover, 
steam  miners  save  money  another  way 
by  not  upgrading  the  bitumen.  They 
simply  dilute  it  and  ship  it  via  pipeline 
for  refining  in  Canada  or  the  U.  S.  The 
trade-off  is  that  they  can't  charge  as 
much  because  they  deliver  a  lower-qual- 
ity product. 

RISK-FREE  EXPLORING.  Suncor  and  Syn- 
crade  have  proven  that  it's  possible  to 
make  a  profit  from  an  integrated  mining 
and  upgi-ading  operation.  Indeed,  they're 
planning  more  than  .$1  billion  of  e.xpan- 
sions.  But  the  investment  required  is  so 
huge — and  the  payoff  so  long-term — that 
no  one  else  i 


In  western 
Canada,  oil-sand 
outfits  already 
enjoy  a  higher 
return  on 
capital  than 
regular  oil 
operations. 
Imperial  Oil  has 
actually  stopped 
exploring  for 
conventional  oil 
altogether 


SUNCOR'S  PLANT 
IN  ALBERTA 


considering  building  an  integi'ated  oper- 
ation from  scratch.  Rather,  the  industry 
is  developing  a  "small  is  beautiful"  vision. 
Donald  V.  Currie,  managing  dii'ector  of 
the  Alberta  Chamber  of  Resources,  sees 
a  web  of  "unbundled"  operations.  One 
would  mine  the  oil  sands  and  separate 
the  bitumen.  Another  would  ship  it  by 
pipeline  for  refining  by  someone  else. 

Producing  oil  from  sand  is  a  lot 
tougher  than  just  pumping  it  from  the 
gi'ound.  But  oil  sands  enjoy  one  big  ad- 
vantage: Everyone  knows  where  they 
are.  "Where  else  can  you  find  a  deposit 
where  you  don't  have  to  worry  about 
replacing  reser^ves?"  asks  GuLFs  Bryan. 
In  the  Alberta  oil  sands,  he  notes,  "you 
have  no  exploration  risk."  As  technolog- 
ical advances  continue  to  lower  costs, 
that  argument  should  make  the  oil  sands 
even  more  inviting. 

By  William  C.  Symonds  in  Fmt  Mc- 
Murray,  Alta. 


PUMP  The 

thick  bitumen 
is  diluted  with 
naphtha,  a  petroleum 
distillate,  then  spun  in  a 
centrifuge  to  remove 
contaminants  and  pumped 
to  the  upgrading  plant. 


UPGRADE  Cokers  break  down  the  bitu- 
men, removing  carbon  and  producing 
hydrocarbon  vapors  that  are  "cracked, 
or  broken  down,  into  naphtha, 

kerosene,  and 
heavy  fuel  oil. 
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Making  headway  in  the  Chinese  marketplace 
^mphcated  maneuver,  even  for  today  s  most 
sticated  companies.  Now  Business  Week 
ive  you  the  boost  you  need  by  bringing  you 
:o-face  with  China's  key  economic  decision- 
rs.  Don't  miss  this  important  gathering  of 
fficials  from  China's  central  government, 
rs  of  Chinese  enterprise,  and  senior 
itives  of  major  corporations  around  the  world. 

ented  in  partnership  with: 

development  Research  Center  of  the  State 

il  of  the  Peopled  Republic  of  China,  and 

ion  Week  Group  and  Sweet's  Group  I  Architectural 

d,  divisions  of  The  McGraw-Hill  Companies 


Featured  Speaicers 


Sun  Shangqing 

President,  Development  Research 
Center  of  the  State  Council  of  the 
People's  Republic  of  China 

In  association  with: 

Hewlett-Packard  Company 
J.D.  Edwards  and  Company 
Thomas  Group,  Inc. 


Dr.  Henry  Kissinger 
U.S.  Secretary  of  State 
1973-77,  National 
Security  Advisor 
1969-75 


Be  a  part  off  The  China  Congress 

Addressing  the  Challenges  to  Realize  the  Promise^ 


APRIL  17-19,  1996.  THE  CHINA  WORLD  HOTEL,  BEIJING. 


ister  for  The  China  Congress, 

(212)  512-2184,  fax  your  response  to 

I)  512-6281,  or  mail  this  registration  form  to: 

4cKenna  Business  Week  Executive  Programs 
\venue  of  the  Americas,  36th  floor 
brk,  NY  10020-1095  U.S.A. 

JS  $1,500  Bill  my:  □  American  Express 

r  guest,  no  additional  charge. 


me 

ck  enclosed 

<cck  payable  to  Business  Week  Executive  Programs. 


□  MasterCard 
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PUniNGTHE'ESP 
BACK  INTO 
ESPIONAGE 


VISIBLE  WOMAN  REVEALS  ALL 

HER  NAME  IS  KNOWN  ONLY  TO  A  FEW,  BUT  A 

Maryland  woman  who  died  in  1993  at  age  59  will 
win  enduring  fame  on  the  Internet's  World  Wide 
Web.  She's  the  Visible  Woman  from  the  National 
Library  of  Medicine  (nlm),  and  her  digitized 
body  will  be  used  for  countless  computer  experi- 
ments by  doctors,  biologists,  and  students. 

After  her  death  from  heart  disease,  the 
woman's  body  was  flown  to  the  University  of 
Colorado  Health  Sciences  Center,  where  it  was 
scanned  by  magnetic-resonance  imaging  and 
computed-tomography  systems.  Then  the  body 
was  frozen  solid  so  it  could  be  sliced  up.  Came- 
ras recorded  each  new  cross-section  as  some 
5,200  shavings  were  carefully  removed  over  four 
months.  Finally,  all  the  infonnation  was  com- 
piled into  a  huge  database — with  39  billion 
bytes — that  will  soon  be  available  online  at 
http://www.nlm.nih.gov. 

The  Visible  Woman  isn't  the  first  cadaver  on 
the  Web.  Last  year,  the  nlm  assembled  a  Visible 


Man.  But  his  body  was  sliced  into  only  1,878  sections,  so  the  Visible  Woman  provides 
thi-ee  times  as  much  detail.  This  will  help  with  the  next  steps:  using  the  data  to  create 
simulations  of  body  functions  and  digital  models  that  will  let  surgeons  hone  their  skills. 


A  VIRUS  THAT 
CAN  SABOTAGE 
CANCER  

THE  P53  GENE  IS  A  MOLECULAR 

poHceman.  It  detects  damage 
in  a  cell's  dna  and  keeps  the 
cell  from  dividing  until  re- 
pairs take  place.  More  than 
half  of  all  major  cancers  in- 
volve p53  genes  that  don't 
work  correctly.  Now,  re- 
searchers at  Onyx  Pharma- 
ceuticals Inc.  in  Richmond, 
Calif.,  are  trying  to  capitalize 
on  that  fact.  Their  idea  is  to 
slip  an  intruder  past  the  dis- 
abled policeman  and  selec- 
tively kill  cancer  cells. 

The  technique  is  based  on 
the  discovery  that  adenovi- 
rus— a  vu-us  that  causes  mild 
flu-like  symptoms — makes  a 
protein  that  disables  the  p53 
gene  after  it  enters  a  cell. 
Without  p53  to  interfere,  the 
virus  takes  over  and  replicates 
itself,  killing  the  cell  it's  in. 

For  their  cancer  therapy. 
Onyx  scientists  developed  an 


adenovirus  that  can't  make 
the  protein  that  inactivates 
p53.  In  normal  cells  the  vi- 
ms is  haiTnless:  p53  will  stop 
the  infected  cell  fi'om  divid- 
ing. But  in  cancer  cells  that 
lack  a  working  p53,  the  vi- 
rus takes  over  production. 
The  cancer  cells  eventually 
burst  and  die — releasing  lots 


more  of  the  virus  to  infect 
more  tumor  cells. 

Dr.  William  Gerber,  the 
chief  operating  officer  of 
Onyx,  says  that  the  altered 
adenovirus  is  safe  and  effec- 
tive in  mice.  Onyx  hopes  to 
begin  clinical  trials  of  the 
cboig  in  people  with  head  and 
neck  tumors  next  year. 


■  Replacing  a  sailboat's 
fabric  sails  with  a  movable, 
vertical  wing  can  boost  per- 
formance. That's  why  such 
wings  are  used  on  some 
racing  catamarans.  Now, 
the  technology  is  filtering 
down  to  the  ordinary  sailor 
in  the  form  of  a  43-foot, 
three-hulled  "trimaran"  of- 
fered by  Britain's  Walker 
Wingsail  Systems.  Cruising 
yachtsmen  can  control  the 
wing  with  motors  without 
leaving  the  shelter  of  the 
cockpit. 

■  Active  Control  Experts 
Inc.  in  Cambridge,  Mass., 


FEARS  OF  AN  "ESP  GAP"  ft 

prodded  the  Defense  Li 
to  launch  research  on  'ps 
spying  in  the  1970s.  He; 
to  harness  extrasensoi-y  t- 
ception  for  gathering  mil 
intelligence,  the  Pentagniv 
since  spent  $20  million  or 
eration  Stargate. 

The  secret  program  d 
to  light  when  the  ciA  (n  i 
an  outside  evaluation,  t 
pi-isingly,  Jessica  Utts,  a\ 
tistician  at  the  Universi 
California  at  Davis,  said 
gate's  results  conclusi: 
support  the  existence  ( 
least  one  form  of  esp,  c  k 
remote  viewing.  This  in\  (.^ 
describing  a  scene  that, 
psychic  cannot  see,  such  ^ 
movie  clip  playing  in  am 
room. 

Another  auditor,  Ray  f 
man,  a  psychologist  at  : 
University  of  Oregon  in, 
gene  and  a  famous  dehii :; 
of  psychic  phenomena,  ; 
agrees  with  Utts.  Althis: 
Hyman  says  the  evidnt 
favoring  esp  now  "se': 
better  than  it  ever 
been,"  he  says  that  it  doin 
necessarily  rule  out  altei. 
tive  explanations. 


has  developed  a  "smart  si' 
with  ski-maker  K2  Corp. 
that  vibrates  less  and 
makes  better  contact  wit! 
the  snow.  Tiny  control  cir 
cuits  read  the  ski's  bendin: 
and  stiffen  it  as  needed  b;'- 
sending  electrical  signals  i^' 
special  materials  in  the  ski 
ACX,  founded  by  Massaclu 
setts  Institute  of  Technolc 
gy  grad  Kenneth  B.  Lazai 
us  and  one  of  his  former 
professors,  Edward  F. 
Crawley,  is  also  developin. 
the  technology  for  the 
wings  of  F-18  fighters  to 
make  them  faster. 


INNOVATIONS 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwdec@businessweek.com 
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Your  sales  manager  sa^ 
"Quit  advertising  and 
ive  me  more  people." 

Go  aliead.  But  rememljer,  tlieres 
not  a  sales  force  on  eartli  tliat  can  call 
on  eveiyone. 

In  large  or  geograpliically  dispersed 
marl?ets,  its  virtually  inipossd^le  to 
locate,  let  alone  call  on,  all  prospects. 
Even  witliin  a  single  large  company, 
it's  tougli  to  reacli  all  potential  Luyers 
o(  your  product.  And  witli  a  sales  call 
costing  near  ly  $300  today,  its  cei-tainly 
not  cost-efficient. 

But  advertising  kelps  find  wou  Id-Le 
purchasers  and  gets  tliem  to  identify  tkem- 
selves.  A  recent  studv  kv  tlie  Advertising 
Research  Foundation  and  tlie  American 
Business  Press  proves  tliat  advertising  translates 
directly  into  sales  leads.  During  a  12-montli 
campaign,  a  product  advertised  at  low  levels 
receu'ec  1  3.25  inquiries  per  thousand.  When 
advertised  at  high  levels,  inquiries  reached 
5.76  per  tnousanu. 

Advertising  gets  your  company's 
5        message  in  front  of  new,  interes  ted 
'       prospects.  Discontinue  adveiiising  and 
you  lose  all  communication  with  them. 
Don't  1  •>e  sold  on  such  a  dangerous 
act.  For  more  information  on  how  advertising 
reaches  the  prospects  you  need,  write  the 
American  Association  of  Advertising  Agencies, 
Dept.  Z,  666  Third  Ave.,  New  Yorh,  NY 

10017-4056. 

AAAA/ABP/AHIA 

AllllIK  .111  ,\SS(H  I, nil  III  III  ,\l  IISII  IX  Aki'IH  11-"^ 

.AiiKTu  (III  IjUSiik'SS  Press 
AssociHiK )n  of  National  A(l\'eriisers 
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arketing 


>RTS  MEMORABILIA 


MROWING  COLLECTORS 
CURVE 

geries  abound  in  the  $2  billion  sports  collectibles  industry 


)  a  true  fan.  the  ad  in  the  Oct.  27 
jdition  of  Sports  Collectors  Digest 
,vas  a  dream  come  true.  Stan's 
is  Memorabilia  Inc.  of  Caldwell, 
,  was  offering  baseballs  signed  by 
more  Orioles  iron  man  Cal  Ripken 
)r  $39.95 — less  than  half  what  the 
cost  elsewhere. 

ream  on.  "Stan's  selling  a  fake  sig- 
re,  not  even  a  very  good 
"  says  Ira  Rainess,  coun- 

0  the  Tufton  Group,  ex- 
ve  licensee  for  Ripken  au- 
iphs,  and  an  expert  on  the 
tstop's  signature.  Rainess 
nined  a  ball  purchased 

1  Stanley  Fitzgerald,  an 
:x  County  (N.J.)  Sheriffs 
;e  detective  who  moon- 
.s  as  co-owner  of  Stan's 
ts.  Fitzgerald  says  if  the 
itures  ai'e  fake,  he's  an  in- 
nt  victim.  He  says  he 
jht  the  balls  and  other 
ed  Ripken  merchandise 

a  Cahfornia  wholesaler 

r  WRITERS.  For  most  of 

century,  collecting  sports 

lorabilia  meant  saving 
favorite  baseball  cards  in 

oebox  or  using  a  chance 

unter  with  Joe  DiMaggio 

et  an  autograph  for  your 

No  more.  Athletes  began 

ng  for  cash  at  card  shows 

le  late  1970s.  A  hot  bail- 
er can  now  get  $50  apiece 

ing  balls  directly  for  fans. 

ddition,  top  athletes  today 

ematically  sign  thousands 

)aseballs,  footballs,  and 

:ey  pucks  a  year  that  go 

ight  to  wholesalers.  That 

pushed  sales  of  sports  col- 

bles  close  to  $2  billion  a   

and  caused  legal  problems  of  a  dif- 

it  sort  for  other  big-name  ball  play- 
Former  Brooklyn  Dodger  Duke 

er  agi-eed  to  pay  a  $5,000  fine  earU- 

lis  month  for  tax  evasion  stemming 

1  the  practice.  "People  now  see 

e  items  as  investments,  not  souve- 

."  says  Thomas  Mortenson,  editor 

•ports  Collectors  Digest.  "Twenty 


years  ago,  that  was  unheard  of." 

Collectors  scoui'  the  market  for  signed 
trinkets,  driven  not  by  love  of  a  sports 
hero  but  by  visions  of  hitting  a  home 
run  on  the  collectibles  cu-cuit.  Sotheby's 

began  handling  sports  memoi"a-   

bilia  in  1991,  the  year  it  sold  a  BAD  INK:  Ripken 
Honus  Wagner  baseball  card  didn't  sign  the 
for  $451,000.  A  Babe  Ruth  bat  ball  on  the  right 


Buyer  Beware 

Experts  say  there's  a  lot  of  fake 

Cal  Ripken  memorabilia  out 
there,  much  of  it  sold  at  prices 
that  seem  too  good  to  be  true. 


ITEM  SIGNED 
BY  CAL  RIPKEN 

BALL 


BAT 

HELMET 


CARD  TRICK:  Honoring 
Gehrig  and  Ripken — 
hut  without  a  license 


TYPICAL 
PRICE 

$  109 
449 
169 


TRADING  CARD 


went  for  $63,000  three  years  later  But 
along  with  the  commercialization  has 
come  fimid — fake  signatiu-es  chiuTied  out 
by  imscmpulous  dealers.  "All  you  need  is 
an  89(2  Bic  pen,  a  $4  baseball,  and  you're 
in  business,"  says  Rainess. 

Ripken  has  recently  become  a  favor- 
ite among  the  con  aitists.  He  broke  into 
the  top  tier  of  collectibility  last  sum- 


mer when  he  broke  Lou  Gehiig's  record 
foi'  most  consecutive  games  played.  But 
since  he  only  signs  around  8,000  balls  a 
year — a  fifth  of  what  other-  big  names 
pen — there's  little  Ripkeniana  around. 
That  has  helped  create  a  frenzied  trade 
in  bogus  Ripken  collectibles.  Rainess 
estimates  that  sales  of  fake  Ripken  col- 
lectibles could  reach  $15  million  this 
year,  compared  with  just  $5  miUion  for 
the  real  stuff. 

Unhke  many  athletes,  Ripken,  who 
eams  $6  million  a  year  from  the  Orioles 
and  about  $2  million  in  endorsements, 
refuses  to  sign  for  cash  at  card  shows. 
He  does  a  few  bulk  signings  for  Score 
Boai'd  Inc.,  the  exclusive  source  for  Rip- 

  ken's    signed  merchandise, 

based  in  Cherry  Hill,  N.J. 
Score  Boai'd  wholesales  signed 
Ripken  balls  for  around  $70. 
"It  should  send  up  a  bright 
red  warning  flag  to  any  col- 
lector if  anybody  is  selling 
Ripken  baseballs  in  bulk  for 
less  than  $60,"  says  Chief  Ex- 
ecutive Ken  Goldin. 
CERTIFIED  FAKES?  There 
should  be  plenty  of  those  red 
flags.  "We  see  guys  in  here 
every  month  trying  to  pawn 
off  fake  Ripken  stuff,"  says 
Thomas  Lyddane  of  Burton's 
Baseball  Cards  &  Coins  in 
Frederick,  Md.  And  forged 
baseballs  aren't  the  only  Rip- 
ken ripoff.  Mick  &  Menu  Inc. 
in  Santa  Ana,  Calif.,  advertises 
lithogTaphs  of  Ripken  by  artist 
Angelo  Marino  and  "auto- 
graphed" by  the  baseball 
great.  Cost:  more  than  $1,000. 
But  Ripken  never  sigTied  the 
lithogi'aphs,  says  his  spokes- 
man. Marino  says  he  sold  the 
lithogi-aphs  to  Mick  &  Menu 
unautographed.  Mick  &  Menu 
didn't  return  phone  calls. 

Most  dealers,  including  Fitz- 
ger-ald,  will  take  back  mer- 
chandise if  buyers  have 
doubts.  But  few  victims  want 
to  beUeve  they've  been  duped. 
Maryland's  Consumer  Protec- 
tion Div.  hasn't  received  a  sin- 
gle complaint  concerning  Rip- 
ken fakes.  Most  dealer's  offer-  a 
certificate  of  authenticity  with  their 
goods.  "Don't  be  fooled,"  war-ns  Steven 
Rotman,  pr-esident  of  Spor-ts  Collect- 
ibles Association  International.  "Those 
certificates  are  only  as  good  as  the  per-- 
son  who's  giving  them  out."  After  all, 
it's  not  much  hai-der  to  sign  a  certificate 
than  it  is  to  autograph  a  baseball. 

By  Willy  Stem  i)i  Baltimore 


DISCOUNTED 
PRICE 

$  44 


180 
60 
35 
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Personal  Business 


EDITED  BY  AMY  PUNKIN  

YOUR  PC'S  PIPELINE 
TO  WALL  STREET 


While  you're  busy 
grinding  out  a  liv- 
ing each  day,  you 
hope  your  investments  are 
working  as  hard  as  you  are. 
But  how  can  you  tell?  For 
the  longest  time,  getting  up- 
to-the-minute  financial  news 
meant  shelHng  out  $1,000  or 
more  a  month  for  a 
Bloomberg  or  Quoti'on 
macMne — a  liLxury  only 
Wall  Street  profession- 
als could  justify.  Lucki- 
ly, a  growing  number 
of  affordable  news  ser- 
vices let  you  keep  close 
tabs  on  your  invest- 
ments during  the  day — 
without  lifting  a  finger. 
While  online  services 
used  to  require  you  to 
log  on  for  updates, 
newer  products  delivei- 
the  news  automatically 
to  your  PC,  pager,  or 
other  wireless  device. 

For  investors  on  a 
budget,  the  most  rea- 
sonable sources  of  fi- 
nancial news  are 
CompuServe,  Prodigy 
(800  776-;i449),  America 
Onhne  (800  827-6364), 
and  the  new  Microsoft 
Network  (800  386- 
5550).  Each  offers  a 
free  trial  that  lets  you 
take  their  service  for  a 
quick  spin  via  modem.  Alter 
that,  most  charge  around  $10 
a  month  for  the  first  five 
hours  of  access,  though 
CompuServe  and  Prodigy  add 
surcharges  just  for  access  to 
their  investment  fonims. 
MAPS  AND  MESSAGES.  Given 
the  aim  of  these  mass-mar- 
ket services  to  offer  some- 
thing for  everyone,  they  may 
leave  many  serious  investors 
wanting  more.  All  offer  wire- 
service  news  as  well  as  ac- 
cess to  other  financial  pubh- 
cations  and  the  Internet.  But 


unlike  the  others,  the  new 
Microsoft  Network  still 
doesn't  provide  delayed  stock 
quotes — although  it  gives  ac- 
cess to  Web  sites  that  do. 
And  only  Prodigy  alerts  you 
when  there's  news  affecting 
your  stocks.  The  biggest 
problem  is  the  inability  to  de- 
liver news  to  you  automati- 


your  portfolio  value,  and 
even  transmits  a  splashy 
weather  map. 

For  mobile  investors. 
Rosebud  also  sells  a  $25  pro- 
gram that  alerts  you  via 
pager  to  critical  develop- 
ments such  as  a  sharp  swing 
in  a  stock  price.  If  you  just 
want  to  monitor  a  specific 


such  as  Dow  Jones  |ai 
Reuters,  both  of  which  at 
to  Wall  Street. 

Sensing  there's  monV 
be  made  on  Main  Stte'' 
Dow  Jones  and  Reutersftc^''  j 
offer  services  of  their  Ijm-  ^ 
priced  for  the  small  inv!(&*'^  " 
Dow  Jones's  latest  offer^  P' 
Personal  Journal,  whichto"' 
vides  top  news  from 
morning's  The  Wall  > 
Journal  plus  Dow  Jones 
updates.  Designed  to  co: 
the  Journal's  authorit 
analysis  with  the  imme 
of  a  wire  service,  Per 
Journal  falls  short  on 
counts.  For  about  the 
price  as  a  subscription  t 
newspaper,  you  get  a  fvi 
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cally  and  m  a  way  that's  tai 


lored  to  your  interests. 

Fortunately,  there  are  add- 
on software  programs  that 
can  remedy  this,  at  least  for 
CompuServe  subscribers. 
These  "agents"  ■ 
dial  in  at  desig-  ■ 
nated  intervals  to  retrieve 
updated  news  and  quotes. 
The  most  comprehensive  is 
the  $39.95  Rosebud  from 
Magee  Enterprises  (800  662- 
4330).  It  retrieves  news  on 
any  company,  industry,  or 
market  you  specify,  updates 


NVESTING 


portiohu,  \  irgil 
(415  433-9025)  sells  a  $59.95 
CompuServe  add-on,  Stock- 
Tracker,  that  retrieves  quotes 
and  news  on  as  many  as  250 
stocks  and  mutual  funds, 
then  sends  you  a 
pop-up  message 
when  it's  done.  T\'acking  25 
stocks  averages  about  15? 
per  session,  so  four  daily  up- 
dates would  add  around  $12 
to  CompuServe's  basic  $9.95 
monthly  fee.  All  of  these  ser- 
vices draw  their  news  from 
the  leading  financial  wires. 


of  tilt'  jinnted  content. 
Personal  Journal  allows  i 
to  track  news  and  quote; 
only  25  companies — few 
you  want  to  follow  the 
per's  popular  features 
as  the  "Heard  on  the  Sti 
column.  Also,  you  must 
extra  if  you  want  more 
one  daily  update. 

If  you  need  running 
dates  thi'oughout  the  day 
service  worth  watching 
be  Dow  Jones's  evolving 
teiTiet  Web  site,  meant  t 
an  interactive  version  of 


i  or  you 
f  same  511 
asers  pa' 

Ji  (ha 

imM 
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Street  Journal.  For 
it's  free,  but  by  spring, 
Jones  plans  to  charge 
:cess  to  the  full  text  of 
day's  paper,  plus  news 
es  from  the  Dow  wires, 
quotes,  charts,  and 
ial  data  on  more  than 
companies.  For  a  peek, 

your  Web  browser  to 
/update,  wsj.com. 

CARTE  PLANS.  If  you 
'ait  until  after  the  mar- 
close,  the  Private  In- 
r  edition  of  Dow  Jones's 
sive  News/Retrieval  ser- 
nay  offer  the  best  value. 
129.95  a  month,  you  get 
hours  of  access  to  some 

same  wire  services  and 
ases  for  which  corporate 


should  be  the  perfect  service: 
For  $7  to  $30  a  month,  you 
can  download  up  to  1,000  ar- 
ticles on  your  companies  a 
month,  screen  through  a  uni- 
verse of  5,200  stocks  by  such 
criteria  as  dividend  yields  and 
earnings  growth,  and  create 
alaiTns  that  alert  you  to  news 
affecting  your  stocks  and 
funds,  such  as  a  major  price 
move.  But  the  program  can 
be  difficult  to  configure  and 
use.  What's  more,  Reuters 
doesn't  always  move  news  as 
quickly  as  its  rivals:  When 
the  Talbots  retail  chain  re- 
ported thii'd-quarter  earnings, 
the  news  moved  within  min- 
utes on  Personal  Journal  but 
took  more  than  an  hour  on 


sources.  NewsPage  organizes 
stories  by  topic,  leaving  you  to 
dig  thi'ough  several  layers  to 
find  items  of  interest.  You  can 
use  your  Web  browser  to 
leave  "bookmarks"  for  easy 
reference. 

Profound  (800  270-9896) 
charges  $19.95  a  month,  plus 
$6.95  an  hour,  to  search  its 
databases.  But  what  data- 
bases: The  dial-up  service  pro- 
vides access  to  more  than 
4,000  periodicals,  including 
Wall  Street  research  reports 
(albeit  a  month  old).  A  Dean 
Witter  Reynolds  report  on  In- 
tel, for  instance,  cost  $25.  Pro- 
found is  also  distinguished  by 
its  use  of  Adobe  Acrobat, 
which  displays  reports  in  their 


Online  News  and  Quote  Services 


VE 


INEWS/ 

-PRIVATE 

EDITION 


FORMAT/PRICE/PHONE 

Dial-up  service.  $9.95/month  for  5 
hours;  extra  hours,  $2.95.  800  848-8199 

Diai-up  service.  $29.95  for  8  nonprime 
hours,  extra  hours,  $3.60.  800  815-5100 

Internet  E-mail  service. $29. 95/month. 
415  327-2446  /  info@farcast.com 

Dial-up  service.  $12. 95/month  for  one 
daily  update;  additional  updates,  500 
each.  30-day  free  trial.  800  291-9382 

Internet  (URL:  http://www.quote.com). 
Internet  E-mail  service.  $9.95  for  basic. 
800  261-7740  /  services@quote.com 

Dial-up  service.  Basic  software,  $25; 
Monthly  service,  $7  to  $30.  800  346-2024 


COMMENTS 

News  wires,  plus  thousands  of  periodicals.Two  add- 
on programs,  StockTracker  and  Rosebud,  automate 
news  and  quote  retrieval. 

Lets  you  search  five  Dow  Jones  wire  services  evenings 
and  weekends  for  company  news.  Can't  create  "fold- 
ers" that  collect  news  automatically. 

Business  news  via  E-mail  from  AP  and  UPI  wires,  cor- 
porate press  releases.  Free  10-day  trial. 

Top  stories  from  The  Wall  Street  Journal,  plus  news  up- 
dates for  any  25  companies.  Can  also  monitor  popular 
M^Sy  features  such  as  "Heard  on  the  Street"  column. 

End-of-day  quotes  for  up  to  200  stocks,  plus  breaking 
news  and  analysis  sent  via  E-mail. 

Basic  $10  plan  gives  you  unlimited  news  and  price 
quotes  for  your  stocks.  Provides  news  alerts  for 
specified  stocks  and  funds. 


!  pay  hundreds  of  dol- 
The  catch:  You  can  only 
he  service  evenings  and 
ends,  or  you  get  slapped 
the  same  surcharge  cor- 
;e  users  pay — $1.50  for 

1,000  characters,  or 
;  a  screen  of  data.  And 
ite  Investor  doesn't  al- 
you  to  create  "folders" 
sollect  news  on  a  portfo- 
'  stocks;  you  have  to  en- 
lanually  each  ticker  sym- 
)r  company  name  you 

to  search. 

iuters  Money  Network 


DATA:  BUSINESS  WEEK 

Reuters   Money  Network. 

If  headlines  and  wire  sto- 
ries leave  you  hungering  for 
meatier  information,  you  may 
find  two  new  services  more 
satisfying.  Instead  of  charg- 
ing a  flat  rate  for  access.  Pro- 
found and  NewsPage  offer  "a 
la  caite"  pricing  plans  that  let 
you  pay  largely  for  the  news 
you  can  use.  A  recent  search 
thi'ough  NewsPage,  which  op- 
erates as  an  Internet  Web  site 
(http://www.newspage.com), 
for  articles  on  Intel  turned  up 
18    stories    from  various 


original  foitn — complete  with 
gi'aphics.  While  Adobe  docu- 
ments are  impressive  when 
printed  out,  they  can  be  hard 
to  read  onscreen  and  painfully 
slow  to  save  to  your  hard 
drive.  Dovmloading  Pi'ofound's 
eight-page  news  siunmary,  up- 
dated each  hour,  took  more 
than  10  minutes  with  a  14,400- 
baud  modem — delivering,  in 
effect,  a  $1.50  newspaper. 

Some  entrepreneurs  have 
seized  on  the  Internet's  grow- 
ing reach  to  deliver  news  by 
electronic  mail.  If  you  have 


Internet  access  and  an  inter- 
nal E-mail  system  at  the  of- 
fice, these  programs  can  de- 
liver news  flashes  straight 
into  your  computer.  And 
they're  ideal  if  youi-  job  takes 
you  on  the  road  with  a  lap- 
top. The  best  E-mail  progi'am 
is  Farcast,  which  transmits 
news  from  the  Associated 
Press,  United  Press  Interna- 
tional, and  coi-porate  releases. 
DOWNTIME.  For  around  $30  a 
month,  Farcast  sends  you  pe- 
riodic news  summaries,  port- 
folio updates,  plus  headlines 
for  any  15  companies  or  key 
words.  You  simply  E-mail 
back  the  numerical  codes  of 
the  stories  you  want  and 
within  minutes,  Fai'cast  shoots 
^"—iii"  you  the  full  text. 

QuoteCom  pro- 
vides midday  and 
end-of-day  quotes 
for  up  'to  200 
stocks,  plus  news 
flashes,  starting  at 
$9.95.  The  weak- 
ness of  the  E-mail 
services  is  that, 
with  the  Internet 
sti'aining  under  the 
weight  of  its 
growth,  messages 
occasionally  take 
hours  to  arrive: 
News  that  Sa- 
lomon Brothers 
updated  Chips  & 
Technologies  to  a 
"strong  buy" 
moved  three  houi's 
after  Standard  & 
Poor's  issued  the 
notification. 

While  most  of 
these  services 
promote  them- 
selves as  afford- 
able, it's  still  easy  to  rack  up 
huge  bills  if  you  avail  your- 
self of  all  their  bells  and 
whistles.  How  much  should 
you  budget  for  news  and 
quote  services?  Financial  ex- 
perts recommend  spending 
no  more  than  1%  of  your 
portfolio's  value  on  research 
and  brokerage  commissions 
combined — about  the  same 
level  of  expenses  charged  by 
the  average  mutual  fund. 
With  luck,  you'll  recoup  the 
costs  of  these  services  many 
times  over.        Dean  Foust 


Personal  Business! 


YESTERDAY, 

WHY'D  YA  TOSS  IT  ALL  AWAY? 


COLLECTING 


I  read  the  news  today, 
oh  boy.  And  in  case 
you  missed  it, 
Beatlemania  is  back. 

Actually,  you'd  have  to  be 
submerged  in  a  yellow  sub- 
marine not  to  notice  the  "re- 
turn" of  the  most  popular 
band  in  rock  'n'  roll  history. 
Over  three  nights  in  No- 
vember, ABC  ran 
The  Beatles  An- 
thology  documentary,  which 
culminated  in  the  premiere 
of  the  songs  Free  As  A  Bird 
and  Real  Love.  Capitol 
Records'  two-CD  Beatles  An- 
thology set  hit  stores  just  af- 
ter the  first  TV  broadcast, 
and  another  volume  is  due 
out  in  February.  A  10-hour 
home  video  version  of  the  tv 
special  will  also  appear  in 
1996,  and  already  new  Beat- 
les "collectors  edition"  mag- 
azines are  on  newsstands. 
Yet  the  second  coming  of 

the    Fab  Four   

does   not   mean  CRAYON  GAME: 
can   ti-ans-  This  coloring 


Christie's  East  on  Nov.  29, 
some  Fab  flotsam  fetched  de- 
cent prices,  including  a 
framed  album  of  A  Hard 
Day's  Night  signed  by  all 
the  band  members 
($2,800  before  commis- 
sion), a  terry  cloth 
robe  worn  by  John 
Lennon  ($1,900),  and 
a  half-dozen  eels  from 
the  animated  Yellow 
Siib  m  a  - 
rine  movie 
($5,000).  But  a  numbei- 
of  other  lots — which  in- 
cluded checks  signet 
"George  Hanison"  or 
"R.  Starkey" — failed 
to  sell,  and  many 
brought  final  bid^ 
below  the  esti- 
mates in  the  cata- 
log. Sotheby's  get- 
its  own  shot  with  a 
New  York  auction 


stead  Books),  a  copy  of  Mil- 
ton Bradley's  1964  Flip  Your 
Wig  board  game  is  worth 
$100  to  $150.  Rann  says  a 
can  of  the  Beatles  Hair 
Spray,  manufactured  by 
Bronson  Products  in  1964, 
might  bring  about  $800, 
though  collectors  should  be 
warned  that  rephcas  ai"e  float- 
ing around.  A  difficult-to-lo- 
cate  item  is  the  Beatles  four- 


you 

form    your    old  book  could  fetch 
Beatles   records  $150 
and  other  Mop 
Top  memora- 
bilia into  a  lu- 
crative college 
fund   for  your 
post-Ed  Sullivan 
generation  kids. 
Indeed,  while  in- 
terest in  Beatles 
collectibles  has  al-  ^ 
ways  been  strong,  ' 
and  experts  figure 
the  cui'rent  craze  will 
lead  to  higher  prices  for 
many  objects,  early  evidence 
suggests  you  should  keep 
your  expectations  in  check. 
"People  mistakenly  look  at  an 
item  that  has  the  Beatles  pic- 
tured on  it  and  think  it's 
worth  $1,000,"  says  Rick 
Glover,  an  Atlanta  collector. 
"In  most  cases,  it's  not." 

At  a  pop  memorabilia  auc- 
tion  held   at   New  York's 


on  Dec.  16.  Among  the  items 
for  sale:  a  handwTitten  man- 
uscript by  Paul  McCartney 

  with  orchestration  in- 

stnactions  for  Hey  Jude 
(estimated  price:  $40,000 
to   $45,000)    and  a 
Spanish-style  acoustic 
guitar  used  by  the 
band  circa  1960-62 
($9,000  to  $12,000). 
;?^t8^o«5P     FANFARE.  Fortu- 
nately, a  spirited 
market  exists  for 
nostalgic  Beatles 
fans  who  can't 
afford  to  buy 
things  that 
were  actually 
worn   or   used  by 
John,    Paul,    George,  and 
Ringo.  This  is  the  parapher- 
nalia you  might  find  stashed 
away  in  an  attic  or,  if  you're 
lucky,  at  a  flea  market — 
eveiytliing  fi'om  Beatles  dolls 
and  fan  club  items  to  lunch 
boxes  and  wigs.  According  to 
Jeff  Augsburger,  co-author 
with  fellow  collectors  Marty 
Eck  and  Rick  Rann  of  The 
Beatles  Memorabilia  Price 
Grade  ($24.95,  Wallace-Home- 


SHINE  ON:  The 

Beatles  helped 
market  every- 
thing from, 
record  players 
to  pomade 


speed  record  player. 
Only  about  5,000  were  pro- 
duced in  1964.  They  sold  for 
$29.95 — and  one  today  in  ex- 
cellent condition  could  com- 
mand $2,000. 

But  with  rare  exceptions, 
the  Beatles  records  you've 
held  onto  probably 
aren't  worth  much, 
simply  because  so 
many  people  own 
copies.  Promotion- 
al records  that 
were  issued  only  to 
radio  deejays  can 
be  valuable,  howev- 
er. And  in  top 
shape,  the  paper 
sleeves  that  some  records 
came  in  are  worth  more  than 
the  vinyl  itself.  A  hai'd-to-find 
sleeve  for  the  Can't  Buy  Me 
Looe  45  RPM  is  valued  aroimd 
$300,  compared  with  just  a 
couple  of  dollars  for  the  plat- 


ter. Another  rarity:  the  I 
The  Beatles  cardboarJ 
play,  in  which  tiny  ball 
powered  motors  rockj 
Beatles'  heads  back  and 
It  can  go  for  anywhere! 
$2,500  to  $10,000. 
CANDLESTICK  KARMA.  Oil 
tickets  and  progr-ams  to 
les  concerts  are  also  \i 
mand.  Augsburger  will 
$175  to  -$200  for  stubs  to) 
ties  concerts! 
tvdce  that  foi 
used  tickets. 
^^Ife  11  certs  with  hij 
'"(Sii  li  cal  significance! 

Beatles'  visi| 
New  York's 
Stadium  in  19j 
San  Franc! 
Candlestick  Pal 
1966,  which  tijt  i 
out  to  be  theii^ 
on  tour — are 
ticularly  valu 
Tickets  with 
tos  of  the  bar 
its  face  are  v 
more  than  t 
without  pict' 
But  Be 
trading  c; 
which  are 
fairly  easj 
find,  may 
fetch  a  dolla 
two  in  near 
condition. 
Collectors  ca 
cate  items  at 
well-attended  Be 
conventions,  held  a  few  t 
a  year  around  the  coui 
You  can  also  check  out  a( 
publications  such  as  Be 
fan,  ($15  for  six  issues, 
Box   33515,  Decatur, 


MB  THE 


BEATLES 


MOPMANIA:  At  $100,  camp  isn't  cht 


30033)  or  buy  goodies  1 
like-minded  pals  in  the 
lectibles  forum  on  Con, 
Serve.  Indeed,  Beatles  n 
acs  can  usually  find  stuff 
a  little  help  from  t 
friends.  Edward  1 


S'tthead 
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They  say,  "We  want  client/server.' 


^    "foil  say,  "What  about  the  time  and  cost?' 


They  say,  "We  need  chent/server. 


You  say,  "What  about  systems  management?" 


■n 


jr  * 


Ml 


We  say,  "What  about  the  S/390  Sei'ver?''  Ah,  everybody  wins. 


1  the  System/390®  Parallel  Enterprise  Server, 

get  the  advantages  of  client/server  computing, 

out  giving  up  the  safety  and  reliability  your  busi- 

depends  on  from  your  current  system.  All  while 

ling  your  existing  system  investment  intact. 

For  starters,  the  S/390"  servers  run  hot 

UNIX®  and  client/server  software  from  IBM 

other  leading  companies  ^ 

,   ,  L  a  n    your    s  e  r 

uding  DB2I  Sybase  Open 

nt/Open  Server,  PeopleSoft  HRMS  and  Tuxedo. 

What's  more,  by  connecting  the  S/390  server  to 
r  PC,  UNIX  and  other  networks,  you  can  easily 
lage  your  entire  network  system  from  any  location. 

For  your  current  mission-critical  applications. 


[/   there  are  a  variety  of  jjrogramming  tools  that  11  make 
<    them  more  user-friendly,  and  that  sh(juld  make  every- 
one a  lot  more  productive.  While  object-oriented  tools 
make  it  easier  to  develop  new  and  mor<;'  powerful 
applications  to  run  on  the  S/390  server. 
And  because  it's  designed  with  an  availability 
that  exceeds  99.99%,  the  S/390  server  is  built  to  help 

,       .  I  .     o      ktnn)  your  business  running. 
e  r    d  o    t  h  I  s  ?  '  ^  " 

To  see  how  far  the  S/390 

Parallel  Enterprise  Server  can  take  your  business,  call 
1  800  IBM-3333:  ext.  CA202.  Or,  turn  to  http://w™ 
s390.ibm.com  on  the 
Net.  We  think  you  Uhke 

what  we  have  to  say.  ~  **  *'  ::E  T  z: , 

Solutions  for  a  small  planet" 


1.  call  1  800  IBM-4Y0U,  exi  CA2I>2  The  IBM  home  page  cah  he  louni)  al  hllp  /Zwww  ibm  com  IBM.  Syslem/390,  S/390  and  0B2  are  registered  Irademarks  and  System/390  Parallel  Enterprise  Server  and  Solutions  lor  a  small  planet  are  tiademarks  ol  International  Business 
Corporalion  UNIX  is  a  registered  trademark  in  the  United  Stales  and  other  countries,  Ircensed  exclusively  through  WOpen  Company  Limited  All  ottier  company  product  and  service  names  are  tiademarks  or  service  marks  ol  their  respective  companies  ©t995  IBM  Corporation 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESSWEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  20 
CHICAGO,  IL  60611 


Business  Opportunities 


TRUMPNET  COMMUNICATIONS,  INC. 

INVESTMENT  ALERT:  THE  NEXT  NETSCAPE 


MAKE  HUGE 


$$$  PROFITS  $$$ 


FROM  THE  INTERNET  CHARGING  TOLLS 

You  don't  have  to  be  a  COMPUTER  NERD  to  launch  this  business 

1  -800-939-501 0  http://www.trumpnet.com 


CONSULTANTS/TRAINERS 

International  firm  expanding  in 
US  needs  independent 
coasultants  and  trainers  to 
represent  our  company.  We 
offer  some  of  the  finest  human 

resource  development 
programs  available  today.  Very 

high  income  potential. 
Extensive  training  and  support. 
Management,  marketing,  or 
consulting  experience  helpful. 
Send  resume  or  brief  personal 
history  to: 
Resource  Associates 
Corporation 
D.L.  Engle,  VP  Development 
Department  "WBI295" 
100  Kachel  Blvd.,  #150E 

Reading,  PA  19607 
(800)  799-6227,  Ext.  12 
FAX:  (610)  856-5918 


CPA's  Free  Book  Reveals: 


**HowToBuy  Or  Start 
Any  Kind  of  Business  With 
Absolutely  None^ 
of  Your  Own  Cash.^ 

(  omplimentdn  copv  tn  serious  p.irtits. 
Call  8()0-352-9400  fir  (702)  384-071)0. 


Insurance 


$500,000 

LIFE  INSURANCE 


Age 

10  Year 
Level 
Term 

15  Year 
Level 
Term 

20  Year 
Level 
Term 

Joint 
Avg 
Age 

Sur- 
vivor- 
ship 

35 

$410 

$485 

$630 

,  50 

$1,816 

45 

$805 

$860 

$1,300 

60  " 

$3,167 

55 

$1,785 

$2,235 

$2,915 

70 

$6,590" 

65 

$4705 

"$6,245" 

"$6,819 

80 

$25,100 

Annual  Premium*  -  Preferred  -  No  Tobacco  use 

Underwritten  by  major  life  insurance 
companies  given  highest  ratings  for 
financial  soundness  by  A  M  Best, 
Standard  &  Poors  and  Moody's 
CALL  FOR  A  FREE  QUOTATION  ON 
ANY  DESIRED  AMOUNT  AND  PLAN: 

1-800-444-8715 

Financial  Services  Group 
189  Reservoir  Street 
Needham,  MA  02194 
Through  our  multi-company  representation. 
Financial  Services  Group  offers  the  most 
competitive  products  available  in  today's 
marketplace  Permanent  life  plans  are  also 
available 

"Not  available  in  some  slates 


US  CORPORATIONS  AND  LIMITED 

LIABILITY  COMPANIES  (LLCs) 
SET  UP  INSTANTLY  IN  DELAWARE 
(USA)  BY  PHONE  OR  FAX 


I  P.O.  Box  5722.  Dept.  BW,  Wilmington.  DE  19808| 

Phone,  FAX  anytime  or  svrile  for  your  FREE 
I  De  laware  tncorporatton  Handbook  (6[h  Edition)  | 

,  TEL:  800-423-2993  . 

I    FAX:  302-996-5818  anytime  ' 

^Delaware  Bu>,lnes!,  Iiicurporalors,  Inc.J 


EXCELLENT 
BUSINESS  OPPORTUNITY 

$1250  investment  required. 
Potential  $10,000-f  return  in  only 
weeks.  Money  back  Guarantee! 

No  selling  -  not  MLM 

1-800-432-0018  ext  0550 


Health/Nutrition 


Customized  Vitamins 


We  measure  youi  Lintiovickints, 
vitamins,  minerals,  and  energy-giving 
ammo  acids-over  150  tests-to  analyze 
your  disease  risk.   Based  on  your 
results,  we  design  an  optimal 
supplement  program  to  maximize  yuur 

health  and  energy  levels.  Formerly 
available  only  to  professional  athletes. 

Get  the  only  complete  nutritional 
supplement  program  that  is  designed 
for  your  unique  biochemical  needs. 

CALL  TODAY  FOR  MORE  INFORMATION 

^  1-800-466-EMCS 


ErRoKtrm  i  ,Mel,il»j|i(  (.nnsuitinj;  Smiit-s 
5000  Pwchlree  Ind  Blvd  ,  Norcross,  CA  t007l 


Investment  Services 


PROTECT 
YOUR  PROFITS! 

Here's  how.  Read  the 
Agressive  Investor 

Three  months  $55 
One  year  $195 

The  Agressive  Investor 

P.O.  Box  4011 
Ceritos,  Ca.  90703-401 1 


Telecommunications  Products/Services 


Travel  Abroad  with  a  PC  & 
fax/modem? 


Recognize  this  problem 

TefeAdapt  pi  .  ..  jc 

■.r.luiion:  whirh  enable  /ou 
to  connect  8-  communicate 
from  anywhere  m  the 

world 

Contaci  us  now  for  more 


USA  Tel  408  }70  SIOS 
COMPUSERVE  ID  72623,706 
UK  Tel:  +44  161  421  4444 
Australia  Tel    *6I    2  966  1744 


IMPROVE  YOUR  BOTTOM  LINE 


Bi<;  Sa\  in<;s  on  Local  Toll  & 
Long  Distance  Phone  Sei-vice! 

•  Highest  Quality  &  Easy  Changeover! 

•  Flat  Interstate  Rates  From  8.5^/iiiin. 

•  30%  -  60%  Less  Than  Most  Carriers 
For  Free  Quote  and  Consultation 
Cnli  Adam  Levin.  VP  -  Sales  &  Mktg 

at  GlobalCom  1-800-809-1269 


Save  Up  To  57%  On 
Teleconferencing  Calls 

No  set-up  fees.  No  minimum  time. 

No  cancellation  fees. 
Superior  quality.  Superior  service. 

Free  info:  CAG  Associates 
TeL  800/500-6233 
Fax  203/237-2940 


Business  Services 


MEDIA  WORUl  TELEVISION 
1-800-200-4243 


CORPORATE  VIDEOS 


'Commercials  *  Video  brochures 
•jnfomercials  *  Training  videos 
-  From  Scnpt  to  Screen  - 


CONSIDERING  GOING  OFFSHORE? 


For  FREE  irJFORMATION  on  Offshore  Asset  Pro- 
tection Strategies  Offshore  Trusts  international 
Business  Corporations  International  Banking  and 
Investing  Dual  Citizenship  and  International  Ven- 
ture Capital  Development  Asset  Protection  Annu- 
ities plus  Individual  Business  Opportunities  in  off- 
shore consulting  Call  FFC,  Inc  .  1-800-633-2462 
(FFC,  Inc  IS  NOT  a  legal  accounting,  or  financial  plan- 
ning firm  and  doei  not  grve  this  typs  of  advice  See 
your  licensed  professional) 


PIH»:iJ:li{H;ii]jjil:Tni 
20  000  ACADEMIC  TOPICS  AVAILABLEi  • 


20.000  ACADEMIC  TOPICS  AVAILABLEi 
I      Send  S2  lor  the  280  page  catalog 
I    Custom -written  reports  d/so  available 
.  RESEARCH  ASSISTANCE 

'  11322  Idaho  Ave. #206BF 

I  Los  Angeles,  CA  90025 

I  TOLL  FREE  HOTLINE:  800-351  -0222 

;  or  310-4/7-8226 


TELECOMFERENCm  /L 


HRJAMI 

The  Best  Rates  In  The  Country!  "83^,^ 


1-800-787-M^^ 


WHOLESAIfE 
Long  Distai^ 


VERY  LOW  flat; 
DOMESTIC  &  INT'L  Rij 

FOR  INFORMATION 

800-922-430^1 


:303-456- 


Computer  Equipme  lOcapiiais 


HEWLETT-PACKAI 

Buy-Sell-Trade      _  ,  . 

LaserJet  ColorPi  MUSineSS 

DeskJet  Draft  Pi 

RuggedWriter  Draft/M 
Electrostatic  Plotters  Design. 
HP  9000  Workstations  and  Vectras  also  1 

Ted  Dasher  &  Associa 

4117  Second  Ave  .  S  Birmingham.  AL 
Phone:  205/591-4747  Fax:  205/591- 
BOO/638-4833  •  E-mail  salesedash 


Education/lnstructii 


LEGE  I 


!li  Willi 


92  languageil 

Yes,  we  have  audio-casse 
courses  in  languages  fron 
Afrikaans  to  Zulu  and  everytl 
in  between  Short  courses' 
and  long  courses 
Easy  and  in-depth  We  have  bi 
serving  language  learners  for] 
25  years  Call  or  write  for  ot 
free  60-page  Whole  Worla 
Language  Catalog. 

aUDIQ-PQBUfllf 

TMg  LAfSIQUAOe  SOUHCg 

Room  3529,  %  Broad  St., 
Guilford.  CT  06437 
1-800-243-1234  •   Fax  203-453-' 

e-mail  74537  550@compuserve  cc 


Western  1 


Sill  ?ac(3 
.yiC'llinil 


FREE  VIDE(  ;IHL^ 


EXTERNAL  DEGRE 

BA/BS  MS/MBA  PhD/J[ 
I  Credit  for  work  /life  exp  •  Accre 
(800)  444-8569  (24  hrs 

LaSalle  Universii 

I  Dept.  569  H/landeville,  LA  70470 


'lOuForFl 
MIPS' 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESSWEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  2010 
CHICAGO,  IL  60611 


itomotive  Products 


\DAR  JAMMER 

jfeats  X,  K,  Ka,  wide, 
erwide,  instant  on,  and 
);  was  $279  NOW  $249 

|\SER  JAMMER 

'  as  $230  NOW  $209 

JPERSTEALTH 

iadar  absorbing  bra; 
'as  $650  NOW  $579 

ale  ends  12-29-95 

'  \e  Watchful  Eye 
I  1-800-299-0889 
I  ax:  303-456-9259 


Capital  Available 


EARCHING  FOR 
FUNDING? 

ch  funding  request  to 
000  capital  sources. 
9 No  match,  No  fee. 

;a!l:  714-837-0570 

or  Internet 
Nww.businessl  .com/abfd/ 


ucation/instruction 


LLEGE  DEGREE 

ORS  •  MASTERS  •  DOCTORATE 

For  Work.  Lite  and  Academic 
Experience  •  No  Classroom 
Attendance  Required 

Call  (800)  423-3244 

or  send  detailed  resume 
tor  Free  Evaluation 

fie  Western  University 

]  N  Sepulveda  Blvd  Depi  170 
OS  Angeles,  CA  90049  USA 


versity  Degrees 


ed  Self  Paced  Home  Study 
ite  Bachelors  Masters  Doctors 

i  Admin.  Public  Admin,  Health 
min,  Human  Resources,  Finance. 
Dnal  Business,  Tech  Mgmt,  Law, 
il.  Psychology,  Computer  Science. 

(800)477-2254  (24  hrs) 
jtliern  Callfomla  University 
lor  Professional  Studies 

17  SI-BW,  Santa  Ana,  CA  92701 


N VEST  IN  YOU, 


)ur  VALUE  is  Whal  You  Know 

ed  BS"s  and  Masters  in  Business  and 

eering  Ttirougti  Distance  Learning 

:all  Now  For  FREE  Tape 
1-800/782-2422 

CNU 


'arlhenla  St.,  North  Hills,  CA  91343 


Internet  Services 


Fwhy  it's  important  to  register^ 
■your  business  name 
,  on  the 


24  Houi  I 
Recorded  Message  I 


(800)641-61081 

Association  of  Internet  Users  | 


STANDARD  &  POOR'S 

mm 


RATINGS  &  REPORTS 

FREE 

on  The  Insurance  News  Network 
(http://www.insure.com)  .. 


FREE  Internet  Access 


E~Mail,  Gopher,  WWW, 
Telnet,  FTP  <&  More! 
Get  On-Line  FREE 
Dial  Our  MODEM  NOW! 


217-322-1111 


Long  Distance  Charges  Apply 


Point-of-Sale/Display  Products 


other  sizes  and  quantities 
available  Call  us  today  at 
910/274-0882  for  FREE 
samples  and  information 

$■395 

BREACH 


PosterPrints 


Corporate/Holiday  Gifts 


Railwayman's 
pocketwatch 

Official  watch  ol  Uie  Russian  f^i-^ 

State  Railway  ISjewels  /^^""T^"^ 
%41 15  +  $3  S/H  »is«iMC  ^  II 

i 

1-800-375-3943  ff '.^y 

FREE  CATALOG  '* 

,fc11l.i!li!Wilt«.IJfc\\  ^  ^• 

jj  :)tu.twri 

I'l.i                   Nv -5 

While  River  Id  VTIJ^IKII  ^^^j^  

-    jV  smaller 
yy'  than  actual 
size  ol  2- 

Culinary  Tools 


Siivings  frum 
PROFESSIONAL  CUTLERY  DIRECT 


The  Wiisthof-Trident 
7"  Cook's  Knife 
$70.00    lust  $53.80 


FREE  caiak 


Incredible 
selection  of  fine 
culinary  tools-  knives, 
cookware  &  more 

Professional  Cutlery  Direct 
(800)  859-6994 

DepI  6W5C,  170  BoMon  Post  Rd  Suilc  135,  Madison,  CT  Ob 


Investment  Opportunities 


/Visit  Us... 

*|  Actrade's 
shareholder 
Internet  site. 

htdr//wwwacrt.coin/invest 


Travel 


•  TRAVEL  NETWORK' 

QAX/P    ANY  FARE  ON  A  MAJOR  US 
^    AIRLINE.     YES,  YOU  GET 
MILEAGE     PltiS  BONUS 
MILEAGE!    ENROLL  FREE. 
AINTERNET  ACCESS: 

y  http://www.travnet.com 
Over  375  Locations  CALL: 
OFF  1-800-853-PLAN 


25% 


UNIQUE  LOGO  GOLF  BALLS 
From  Courses  You  Only 
Wish  You  Could  Play! 

Different  balls  (our  logo  choice) 
delivered  every  month  or  as  often 
as  you  like.  All  balls  are  brand  new 
Pinnacle  Gold  Balls. 

t/2  6oz.  $19.95  or 
1  doz.  $29.95,  plus  $4.50  S/H 

Call  1-800-EAGLE-18 
(1-800-324-5318) 

Visa,  M/C 


A  UUITED  EDITION 

'^^SOUIET  SUB  CL 


K-ddy  clock  lound  on  Sovit; 
nuclear  subs'  Waierprool  ii 
2.U0U',  wiihslands  depth 
charge  concussions,  wind- 
ing key.  wall  mounting 
plate,  taclory  docs  mcl 

o»/v»692S!  sv„  , 

caiiNowi  800-442-0002 

Sovietski'  Collectio 


Send  us  your  color  logo*  along 
with  $12.50  and  we'll  rush  you 
a  personalized  working  quartz 
watch  sample  as  our  convincerl 

A  timely  idea  for  

Incenlive   Premium  Dealer/Loader 
Business  Gift  Convention  or  Meeting 
(Limit   2  samples  per  company  (al  $12  50  each) 
FREE  CATALOG-FAX  (818)  288-6200  OR  WRiTE 

IDEAL  WATCHES,  CO. 

«il?T  SUNSFIT  BLVD  «6J  LOS  ANGELES,  CA  'JfJiuib 


Franchising 


Franchise 

your  business! 

Call  for  information  about 
"Franchise  Your  Business"  seminars 
scheduled  throughout  the  country. 

Francorp* 

Specialists  in  franchise  Development 

1-800-877-1103  B« 


Business  Opportunities 


INCLUDED 

Pentium  "  Computer 


Thirty  Businesses  You 
Can  Run  From  Your  Home 
With  A  Computer! 

FREE  Cassette  Tapes:  These  two  tree 
cassettes  will  explain  how  you  can  start 
several  or  all  ot  these  thirty  proven  busi- 
nesses part-time  and  still  retain  the  security  of  your  present  position. 
If  you  purchase  our  software  and  business  program,  you  will  receive 
the  computer  and  printer  at  no  extra  cost.  If  you  already  own  a  com- 
puter, you  may  receive  a  discount.  Earn  potentially  up  to  $4,000  or 
more  each  month.  Free  home  office  training.  Financing  available. 
To  receive  free  explanation  cassettes  and  color  literature,  call  toll-free: 

1'800-343'8014,  ext.  2290 

Computer  Business  Services,  Inc.,  CBSI  Plaza,  Suite  2290,  Sheridan,  IN  46069 


WiiHave 
21  Million*  Iteasons 


Ybu  Should  be  AdverOsI 
onlHilHar^ 
l^&Conntt 


Every  week  over  21  million'  loyal  liste 
make  it  a  point  to  list( 
Paul  Harvey  News  &  Comment 
The  Rest  of  the  Story  on  over 
stations  across  America  That  makes  hinr 
most  listened-to  radio  personality 


!  mmM 


tita  l»  ir{ 

*tol/i,  Imi! 

'!:!«  ill  li; 


IIFUUDS : 


And  when  Paul  Harvey  endorses  a  product,  he  bt 
the  same  mtegrity  to  his  role  as  a  commercial  spokesperson 
he  does  as  a  newsman.  His  listeners  trust  him,  and  s 
advertisers  know  the  kind  of  impact  a  Paul  Ha 
spot  can  make  on  product  sales.  It's  no  wonder  he'; 
most  sought-after  commercial  spokesperson  in  the  med 


Paul  Harvey  is  America's  Voice  of  Che  ^§EIW 
For  Advertismg  Sales  Information,  Call  212-456-1'?  ' 


It's  amazing  what  one  man 
a  microphone  can  accomp 


PAUL  HARVEY 
NEWSaCOMMEN 


Radar  5T|^jgj2,  Sp.  '95,  Person  ^2+,  audience  to  commercials  wittiin  programs. 


THE  REST 
OF  THE  STORY 

®  ABC  RADIO  mwon 


i-Hill  Ctmp; 
''"iOciokef, 


siness  Week  Index 


UCTION  AND  LEADING  INDEXES 


from  last  week  0  3"/. 
ige  from  last  yeaf  0  j7o 


y;  from  last  week:  0.0% 
Ige  from  last  year:  5.8% 


WUCTION  INDEX 

tov.  25=125.8 
-  1992=100 


LEADING  INDEX  —  2M 

Nov.  25^261,6 

1967=100 
 240 


July 
1995 


Nov- 
1995 


.  230 


Mar. 
1995 

es  are  4-week  moving  averages 

oduction  index  edged  up  during  the  week  ended  Nov.  25.  Before 
ition  of  tfie  four-week  moving  average,  ttie  index  dropped  to  125.9, 
27.2.  in  part  reflecting  plant  closings  in  tfie  auto  and  truck  industry 

Thanksgiving  holiday, 
ading  index  was  unchanged  in  the  latest  week.  The  unaveraged  index 

260.5,  from  261.5.  Slower  growth  rates  for  real  estate  loans  and 
als  prices  offset  the  positive  signs  from  stock  prices  and  bond  yields. 

iction  index  copyright  1995  by  The  McGraw-Hill  Companies     BW  leading  index  copyright  1995  by  CIBCR 


ING  INDICATORS 


LATEST 
WEEK 


WEEK 
AGO 


YEARLY 
%CHG 


PRICES  (12/1)  S&P  500 


505.55     598.86  33.7 


DRATE  BOND  YIELD.  Aaa  (12/I) 


6.94%      7.03%  -19.0 


ITRIAL  MATERIALS  PRICES  (12/1) 


111.2 


111. 


NA* 


lESS  FAILURES  (11  24) 


NA 


322 


NA 


ESTATE  LOANS  ( 11/22)  biiiions 


$501.8     $503. Ir  10.2 


Y  SUPPLY,  M2  (11/20)  billions 


$3,729.6  $3,718.4r  4.3 


IL  CLAIMS.  UNEMPLOYMENT  (ii/is)  thous  379 


370 


15.5 


28:  Center  for  International  Business  Cycle  Research  (CIBCR),  Standard  & 
Moody's,  Journal  of  Commerce  (index:  1990=100),  Dun  &  Bradstreet  (failures 
J  companies).  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data  on 
;s  failures  and  real  estate  loans.  'Historical  data  available  from  CIBCR. 


REST  RATES 


LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

«L  FUNDS  (12/5) 

5.72% 

5.69% 

5.47% 

lERCIAL  PAPER  (12/5)  3  month 

5.69 

5.73 

6.26 

IFICATES  OF  DEPOSIT  (12/5)  3  month 

5.67 

5.73 

6.28 

MORTGAGE  (I2/I)  30-year 

7.60 

7.64 

9.36 

STABLE  MORTGAGE  (I2/I)  one  year 

5.71 

5.68 

6.47 

11  (12/6) 

8.75 

8.75 

8.50 

;s:   Federal  Reserve,  HSH  Associates,  Reuters  Holdings  PLC 


PRODUCTION  INDICATORS 


LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHG 

STEEL  (12/2)  thous.  of  net  tons 

1,934 

1.886# 

-3.3 

AUTOS  (12/2)  units 

124,055 

82,062r# 

-15.7 

TRUCKS  (12/2)  units 

116,912 

68,977r# 

-5.0 

ELECTRIC  POWER  (I2/2)  millions  of  kilowatt-hrs 

58,996 

57,288# 

1.6 

CRUDE-OIL  REFINING  (I2/2)  thous  of  bbl  /day 

14.223 

13,875# 

0.3 

COAL  (1 1/25)  thous.  of  net  tons 

17,568# 

19,450 

-2.1 

PAPERBOARD  (11/25)  thous.  of  tons 

827. 3# 

818. Ir 

-8.6 

PAPER  (11/25)  thous.  of  tons 

806. 0# 

797. Or 

-5.6 

LUMBER  (11/25)  millions  of  ft. 

273. 0# 

422.2 

-14.7 

RAIL  FREIGHT  (11/25)  billions  of  ton-miles 

21. 1# 

25.2 

2.9 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports.  Edison  £ 
Institute,  American  Petroleum  Institute.  Energy  Dept.,  American  Forest  &  Paper 
Association,  WWPA',  SFPA',  Association  of  American  Railroads 


PRICES 


LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHG 

GOLD  (12/6)  $/troy  oz. 

388.400 

388.500 

2.8 

STEEL  SCRAP  (12/5)  #1  heavy,  $/ton 

134.50 

134.50 

-3.9 

COPPER  (12/2)  «/lb. 

137.6 

142.7 

-2.0 

ALUMINUM  (12/2)  (z/ib 

78.5 

77.5 

-15.1 

COTTON  (12/2)  strict  low  middling  1-1/16  m 

,  (Z/lb.  83.66 

85.18 

8.5 

OIL  (12/5)  $/bbl. 

18.66 

18.28 

10.2 

Sources:  London  Wednesday  final  setting,  Chica^ 

0  market,  Metals 

Week.  Memphis 

market,  NYMEX 

FOREIGN  EXCHANGE 

LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

JAPANESE  YEN  12/6) 

101.42 

101.60 

100.45 

GERMAN  MARK  (12/6) 

1.44 

1.44 

1.58 

BRITISH  POUND  (12/6) 

1.54 

1.53 

1.56 

FRENCH  FRANC  (12/6) 

4.97 

4.93 

5.43 

ITALIAN  LIRA  (12/6) 

1595.0 

1596.7 

1631.7 

CANADIAN  DOLLAR  (12/6) 

1.37 

1.36 

1.38 

MEXICAN  PESO  (12/6) 

7.655 

7.465 

3.439 

Sources:  Major  New  York  banks.  Currencies  expressed  in  units  per  U  S  dollar, 
except  for   British   pound   in  dollars 


data  in  the  production  indicators  are  seasonally  adiusted  in  computing  the  BW  index  (chart);  other  components  {estimated  and  not  listed)  include  machmery  and  defense 
ent-   l=Western  Wood  Products  Assn,       2=Southern  Forest  Products  Assn  3=Free  market  value       NA=Not  available       r=revised       NfVl^Not  meaningful 


HE  WEEK  AHEAD 


JCER  PRICE  INDEX 

3y,  Dec.  12,  8:30  a.m.  ►  Producer 
of  finished  goods  likely  rose  0.2%  in 
iber,  after  slipping  0.1%  in  October, 
the  median  forecast  of  economists 
ed  by  mms  International,  one  of  The 
w-Hill  Companies.  Excluding  food 
lergy,  core  producer  prices  in  Novem- 
Dbably  rose  0.2%,  after  showing  no 
2  in  October. 

I  SALES 

'.sday.  Dec.  13,  8:30  a.m.  ►  Retail 
)robably  rose  0.4%  in  November, 
:  in  part  by  healthy  sales  of  motor 
;s  and  early  holiday  shopping.  Retail 
ell  0.2%  m  October,  but  the  volatile 


retail  data  are  often  revised  in  subsequent 
reports.  Excluding  cars,  retail  buying  proba- 
bly rose  0.4%,  after  falling  0.5%  in  October. 

CONSUMER  PRICE  INDEX 

Thursday,  Dec.  14,  8:30  a.m.  ►  The  mms 
median  forecast  projects  that  consumer 
prices  climbed  by  0.2%  in  November,  fol- 
lowing a  modest  0.3%  gam  in  October. 
Excluding  food  and  energy  prices,  the  core 
CPi  probably  also  rose  0.2%  last  month, 
from  an  increase  of  0.3%  in  October. 

INDUSTRIAL  PRODUCTION 

Thursday,  Dec.  14,  9:15  a.m.  >  Output  at 
factories,  mines,  and  utilities  was  likely 
unchanged  in  November,  after  falling  0.4% 


in  October.  That's  suggested  by  the  decline 
in  output  already  reported  by  the  National 
Association  of  Purchasing  Management. 
Capacity  use  likely  was  unchanged  from 
October's  level  of  83.2%. 

BUSINESS  INVENTORIES 

Thursday,  Dec.  14,  10  a.m.  ►  Inventories 
held  by  manufacturers,  wholesalers,  and 
retailers  probably  rose  0.3%  in  October,  the 
same  increase  posted  in  September.  The 
expected  rise  would  be  a  sign  that  the 
inventory  correction  is  taking  longer  than 
initially  expected.  Business  sales  were 
probably  little  changed  in  October,  after  ris- 
ing 0.4%.  That's  suggested  by  weak  retail 
sales  for  the  month. 


This 

Week, 

Online 

Business  Week  presents 
frequent  live  conferences 
on  America  Online. 
It's  your  opportunity  to  ask 
questions  about  features 
from  the  magazine. 


Sunday  <- 

stock  offerings  such  a 
Netscape's  fuel  Innovation 
and  growth — and  create 
bllhonalres.  Read  this  week's 
Cover  Story,  then  discuss  the 
boom  in  IPOs  with  BW's  Chris 
Farrell.  Dec.  10 
9  p.m.  EST  in  the  Globe 

Wednesday 

What  Color  Is  Your  Parachute? 
This  guide  to  the  job  hunt 
was  first  published  25  years 
ago,  and  more  than  5  million 
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Editorials 


AMERICA'S  IPO  EDGE 


It's  like  watching  the  biith  of  a  new  galaxy.  From  Netscape 
Communications  to  Boston  Beer,  hundreds  of  new  compa- 
nies are  going  public,  the  explosive  stage  of  a  process  that  be- 
gins with  basement  staitups  and  continues  until  a  business  is 
large  and  viable  enough  to  tap  the  public  capital  markets.  In 
1995,  initial  public  offerings  are  expected  to  raise  a  stun- 
ning $29  billion,  laying  the  foundation  for  the  next  cycle  of 
U.  S.  prosperity.  What's  more,  the  new  businesses  energize  the 
entire  economy,  as  established  companies  speed  up  their  own 
innovation  to  avoid  being  blown  away. 

This  new  generation  of  small,  innovative  companies — the 
envy  of  the  industi'ialized  world — reflects  in  large  part  the 
health  of  the  U.  S.  financial  mai'kets.  Like  no  other  markets  in 
the  world,  they  are  able  to  direct  money  into  innovative  and 
risky  ventui'es  that  can  pay  off  big.  Neither  Japan  nor  Eiu'ope 
has  a  good  way  of  fimding  staitups,  a  key  deiicit  in  tliis  era  of 
rapid  technological  and  economic  change. 

What  can  the  U.  S.  do  to  maintain  and  improve  its  advan- 
tage? At  the  top  of  the  list  is  keeping  the  financial  system  as 
open  and  transparent  as  possible.  One  good  step  is  new  leg- 
islation that  would  encourage  companies  to  release  as  much 
infonnation  as  possible  while  penalizing  fraud.  The  Securities 
&  Exchange  Commission  should  follow  policies  that  offer  a 
level  playing  field  to  all  and  discoui'age  insider  trading.  That's 
the  way  to  make  investors  more  comfortable  about  putting 
their  money  into  high-risk,  high-return  ventures. 

At  the  same  time,  regulators  need  to  move  quickly  to 
maintain  the  soundness  of  the  financial  system  when  problems 
do  arise.  In  the  late  1980s  and  early  1990s,  the  U.  S.  finally 


took  steps  to  deal  with  the  long-festering  s&L  crisis 
American  banks  are  on  their  soundest  financial  foot 
decades.  In  Japan,  by  contrast,  the  pereistent  overhang 
I'eal  estate  loans  is  weighing  down  the  entire  financial  s; 
and  exerting  a  paralyzing  effect  on  the  stock  market. 

The  IPO  boom  also  shows  the  power  of  tax  policies  thi 
com'age  savings  and  discourage  wasteful  investment.  M 
fimds,  fueled  by  the  retirement  fimds  of  baby  boomers, 
become  key  buyers  of  new  public  offerings,  as  tax-es 
401(k)  accounts  and  other  savings  incentives  pump  b: 
tln-ough  the  financial  system.  Conversely,  the  1986  tax  r 
act  made  it  much  less  tempting  for  wealthy  individuals 
vest  in  nonproductive  tax  shelters  such  as  real  estate, 
increasing  the  attractiveness  of  investing  in  growing 
nesses.  That's  why  CongTess,  as  it  tinkers  vdth  the  tax 
should  resist  the  urge  either  to  create  new  loopholes  o: 
it  tax-exempt  retirement  accounts  in  order  to  save  moi 

Finally,  the  ability  of  innovative  companies  large  and 
to  raise  money  is  a  tangible  benefit  of  the  U.  S.  go 
ment's  follovdng  sound  economic  policies.  iPOs  are  thrivi 
large  part,  because  the  entire  stock  market  is  booming 
stock  mai'ket,  in  turn,  has  been  lifted  by  economic  policiei 
are  holding  down  inflation  and  interest  rates  to  their  1( 
levels  in  a  generation.  A  smaller  budget  deficit — when 
gi-ess  and  the  White  House  agree — will  free  up  even 
capital  that  can  be  used  to  fund  gi'ovdng  businesses. 

The  IPO  market  will  always  be  a  volatile  one:  Inve 
should  understand  that  many  new  companies  will  fail 
that's  a  clear  sign  of  the  creative  fennent  needed  for  gr< 


MEDICARE:  PLENTY  OF  ROOM  TO  DEAL 


President  Clinton  and  the  (;op  leadership  are  inching  to- 
ward a  compromise  on  a  seven-year  budget  plan.  To 
make  their  self-imposed  Dec.  15  deadline,  they'll  have  to 
speed  things  up,  but  at  least  the  critical  logjam  over  Medicai-e 
seems  to  be  breaking.  The  difference  between  the  proposed 
doUar  amoimts,  $270  billion  in  MecUcai'e  cuts  from  the  gop  and 
just  $124  billion  in  cuts  from  the  Administration,  is  still 
large.  In  reality,  though,  the  philosopliies  behind  the  Medicare 
over-haul  are  similar;  and  that  should  lead  eventually  to  a  bud- 
get deal. 

But  there's  more  good  news:  The  gop  and  Democrats  are 
also  getting  pretty  close  to  achieving  the  key  goals  of 
Medicare  reforTn — wider  choice  for  the  elderly,  including  more 
use  of  managed  care  and  more  competition  among  providers, 
leading  to  slower  medical  inflation.  This  level  of  consensus  is 
something  of  a  pleasant  surprise,  after  all  the  vitriolic  riietoric 
the  two  parties  have  been  tr-ading  this  year.  The  big  sticking 
point  that  remains:  the  standard  Medicar-e  insm-ance  premiums 
charged  to  the  elderly.  The  go?  wants  to  let  the  current 


$46.10-a-month  premium  rise  with  inflation  to  $88.90  by 
The  Clinton  Administration  first  balked  at  any  incr-ease 
cuTTent  law,  but  now  it  is  proposing  to  allow  the  pr-emiur 
increase  in  the  later  years,  to  $77  by  2002.  The  differer 
just  $12,  but  the  total  dollar  amount  over  seven  years 
be  considerable:  as  much  as  .$32  bUlion.  But  even  with  tht 
publican  proposal,  seniors  will  be  paying  for  just  31%  o 
cost  of  their  outpatient  insurance  benefits,  with  taxp£ 
picking  up  the  rest. 

Clinton  is  still  expected  to  veto  Congress'  medical  plan 
afterwar'd,  the  President  should  accept  the  GOP  Med: 
measure  as  the  basis  for  serious  negotiating.  Admittedly 
GOP  bill  isn't  perfect.  For  example,  it  still  contains  a  gimn 
"fail-safe"  provision  that  promises  unspecified  cuts  of  payn 
to  doctors  and  hospitals  should  other  policy  changes  fe 
provide  expected  dollar  savings.  That  clumsy  pr-ovision  o 
to  be  dr'opped.  Once  the  President  puts  down  his  veto 
and  the  political  posturing  ends,  the  country  can  finally  | 
sensible  compromise  on  Medicare. 
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Here's  one  way 
tDget 

your  attentioa 


Investors 

'  GiftrusI  is  an  irrevotoble  trusi  designed  to  be  given 
as  a  long-term  gift  to  someone  other  than  yourself 
or  your  spouse  and  is  not  avoiloble  for  an " 


TWENTIETH  CENTURY'S  INVESTMENT  RESULTS 

hetoge  Annual  Jolal  Returns  as  of  9/30/95' 


Life  of  Fund 

18.3% 

(11/2/81) 

14.8% 

(11/25/83) 

23.0% 

(11/25/83) 

16.6%„ 

(6/30/71) 

18.8% 

(6/30/71) 

17.1% 

(11/10/87) 


Fund 

f      l-Yeor  \ 

5-Yeor 

to  Year 

Ultra  , 

Investors 

[   41.8%  V 

^  29.4% 

22.2% 

Vista  1 

Investors  1 

54.3% 

/  24.7% 

19.4% 

Giftrust'  1 
Investors  1 

49.6% 

1  38.2% 

26.9% 

Select  1 

Investor's  1 

19.0% 

1  11.7% 

13.7% 

Growth  ' 

Investor 

.    31.0%  J 

1  18.5% 

17.5% 

Heritage 

\  27.3%  y 

\  18.3% 

Here's  a 
better  way 
to  keep  it. 


Sure,  we're  happy  to  feature  the 
latest  oneyear  returns  in  our  ads. 
But  we  sincerely  hope  you  won't 
invest  in  any  family  of  equity  funds, 
including  Twentieth  Century's,  based 
on  short-term  results. 

Tlie  real  test  of  an  equity  fund, 
we  believe,  is  how  well  it  does  over 
the  long  haul,  meaning  periods  of  at 
least  5-10  years.  We  also  believe  stay- 
ing committed  to  a  fund  over  longer 
periods  is  the  best  way  to  maximize 
your  potential  returns.  On  that  basis. 
Twentieth  Century's  no-load  equity 
funds  have  comj^iled  a  notable  record. 

Naturally,  past  pt'rformance  doesn't 
guarantee  the  future.  But  Twentieth 
Century's  long-terin  record  and  time-tested  discipline  is  worth 
a  toll-free  call  to  1-800-345-2021  to  find  out  more.  Just  ask 
for  a  prospectus  with  more  complete  information,  including 
charges,  expenses  and  mini- 
mums,  and  be  sure  to  read  it 
carefully  before  you  invest. 

Please  keep  in  mind: 
You  don 't  always  have  to  be 
in  the  right  place  at  the  right 
time.  You  just  have  to  be  in 
the  right  place,  over  time^" 


1-800-345-2021 

Via  Internet:  hftp://networth.gQlt.com/twencent 


*  Data  quoted  represents  past  performance  end  assumes  reinvestment  of  all  distributions.  Post  performance  is  no  guarantee  of  future  results.  Investment  return  and  principal  value  will 
fluctuate,  and  redemption  value  may  be  more  or  less  than  original  cost.  **Although  Select  and  Growth  were  started  on  October  31, 1958,  their  performance  for  the  period  shown 
corresponds  with  Twenheth  Century's  implementation  of  its  current  investment  philosophy  ond  practices  on  June  30,  1971. 

©  1995  Twentieth  Century  Services,  Inc.    P.O.  Box  419200    Kansas  City,  MO  64141-6200  BSW 
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Meet  the  company  tha 
Meet  Hoechst.  Whof 


Health  Care 

Developing  medicines 
to  fight  disease 
is  our  top  priority  at  Hoechst. 


Agriculture 

Advanced  crop  protection 
products  promote  good  harvests 
and  respect  nature. 


Chemicals 

New  materials  are  important 

pacesetters  for 
progress  and  quaUty  of  life. 


Hoechst  is  an  international  group  of  companies  spearheading  innovation  in  health  care,  agriculture  and  cbr> 


iproves  youi  uari}  xiie. 


taff  of  160,000  people  worldwide,  annual  sales  total  $37  billion. 


Hoechst  (pronounced  Herkst) 
is  one  of  the  world's  leading 
chemical  companies. 

You  probably  come  across  us 
every  day,  perhaps  without  even 
knowing  it. 

Maybe  in  that  our  drugs  or 
diagnostic  agents  help  doctors 
keep  you  healthy  or  cure  sickness. 

Or  in  ensuring  farmers  a  good 
harvest,  providing  the  food  on 
your  table  every  day. 

Or  maybe  in  your  home  or 
car  you're  surrounded  by  any 
number  of  our  materials,  such  as 
fibers,  plastics  or  paints,  without 
which  much  of  the  progress 
made  in  our  daily  lives  would 
not  have  been  possible. 

Our  aim  is  to  join  with  our 
customers  in  finding  new  ways 
to  improve  the  quality  of  life. 

Hoechst  Marion  Roussel,  Inc. 
P.O.  Box  8480 

Kansas  City,  MO  64114-0480 

Hoechst  Celanese  Corp. 
P.O.  Box  2500 
Somerville,  NJ  08876-1258 
Internet:  htq)://www.hoechst.com/ 

Hoechst  ^ 
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Mutual  funds 

long-term  investit 
the  right  ones  $k 


Finding  mutual  funds  that  satisfy o 
investment  iihjectives  can  he  a  chall(||^uiiUt  i 
time-consuming  task.  After  all,  th<.'sj; 
there  are  more  mutual  funds  on  the  iii 
than  there  ,ire  common  stocks  on  thflfeailvliiEi 
York  Stock  Exchange. 

Fortiaiately,  Charles  Schwab  offers  i, 
vidual  investors  ways  to  simplify  the  t;k 

?Ksentmg  Mutual  ^uni  Om'bo  i 
And  other  Sclnvab  advanto-: 

Mutual  Fund  OneSi)urce  is  a  serv  ? 
designed  to  help  investors  streamlmi!^ 
investment  process.  To  do  this,  we  at  Siiwr— ^ 
reduced  the  universe  of  6,000  mutual {l^^iiFnnJ 
to  a  select  'iSO,  including  many  of  thosui 
frequently  chosen  by  investors  and  fin|l|iit3|jj.^ 
advisors.  What's  more,  Mutual  Funi.1  Qj^'jjjjlim 
funds  are  free  of  loads  and  transactioiwi- • ' . 

To  help  you  define  your  investme' 

objectives,  Schwab  offers  the  Mitiital  ui 

il  " 


©1995  Charles  Schwaili.Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE  (1 1/95).  Charles  Schwab  &  Co.,  Inc.  is  not  an  underwriter  for  these  funds.  Funds  shown  above  are  selected  w 
Mutual  Fund  Select  List  (third  Quarter  '95).  A  free  prospectus  containing  more  complete  information  including  management  fees  and  other  expenses  for  any  fund  is  available  through  S( : 
review  the  prospectus  carefully  before  investing.  Schwab  receives  remuneration  from  Mutual  Fund  OneSource  companies.  Schwab's  standard  transaction  fee  will  be  charged  on  each  r  p 
Mutual  Fund  OneSource  shares  bought  with  no  transaction  fee  and  held  for  90  days  or  less.  Schwab  reserves  the  right  tq  assess  Schwab's  standard  transaction  fees  in  the  future,  should  sht  t' 
ing  become  excessive.  International  investing  involves  additional  risk  to  principal  including  currency  fluctuations,  political  instability  and  foreign  regulation.  Certain  funds  may  have  \ ' 
tion  of  their  advisor  fee  during  a  specified  period.  Without  the  fee  waivers,  the  returns  for  these  funds  would  have  been  lower  Not  all  funds  are  available  in  all  states. 


lid  be  a 
It.  Finding 
ildn't  be. 


1  Planner.  Our  tviutnal  Funds 
ince  Guide'  gives  you  historical 
ince  data  on  more  than  900  funds. 
tual  Fund  Select  List   shows  you 
orically  high-performing  funds 
:  through  Schwab.  And  for  home 
•r  users,  Schwab's  award-winning 
lart*  software  lets  you  check  quotes, 
ur  account  balances  and  enter 
4  hours  a  day. 

ou'll  know  what  funds 
hold,  what  they're  worth 
and,  where  you  stand. 

lutual  Fund  OneSource  customer, 
:eive  a  comprehensive  statement 
§  the  value  ot  the  funds  in  your 
.  This  allows  you  to  review  your 
'^  a  regular  basis  and  make  adjust- 
0  potentially  maximize  the  per- 
;e  of  your  portfolio. 


We're  there  when  you  need  us. 
(Even  if  you're  an  insomniac.) 

Mutual  Fimd  OneSource  customers 
enjoy  round-the-clock  access  to  Schwab 
telephone  representatives.  For  tace-to-face 
interactions,  our  more  than  200  offices 
nationwide  are  staffed  by  knowledgeable 
Schwab  professionals.  Whether  you  want 
to  ask  a  question,  request  iiiformation  or 
place  an  order,  they're  there.  So  why  not 
open  an  account? 

You'll  realize  what  an  intelligent  decision 
you've  made  in  practically  no  time. 


MUTUAL  FUND  { 


OneSource 


FROM  SCHWAB 


OneSource. 
The  Second  Schwab  Revolution. 


Charles  Schwab 


Ht5 tortcatl\  Hi^h-Performing 
Mutual  Funds 

Cham  ref'Tt'.scm  groii  th  o/  a  hypothetical 
$10,000  inveitrndUt  over  a  midti'-year  period 
ending  9/30/95.  Assumes  reini'enment  of 
ccipilal  naiiis  and  inamte. 

Past  performance  is  no  guarantee  of  future 
results.  Returns  will  vary  aivd  shares  may  he 
worth  more  or  less  titan  original  cost. 

Neubhrger  &  Berman  Guardian 


Value  of  ini  esrmenl.  $27,387 
Average  anniud  returns  (as  of  9/30/95 j: 
i  year  +}2.26%    5  \ew  +22.?i2% 
/0w+;6.)6% 

INVESCO  Dynamics 


hAV 

1^1 

m 

Vahic  of  invcsnnent:  $i0,58} 
Average  annual  returns  {as  of  9/30/95): 
i  year  +2^.97%  5  vear  +25.05% 
10  year +15.69% 

Strong  Opportunity 


20,000 
IS.OOO 
lO.CBO 


I'Ni      iwi     1*11     m  \ffi 


Value  of  investirwm:  $24,180 
Average  annual  returns  (as  of  9130/95): 
I  year +18.57%  5  year  +f9. 31% 
Since  inception  (12131185)  +18.32% 


I  km  proviilcdiyy  Momingstar,  Inc.  as 
of  9/30/95 .  T/k'se  aiid  ove^-  350  funcL  are  availahk 
tkreugh  Schwab's  Mumol  Fund  OneSoHrec. 


Foi'  an  objective  ranking  oj  the  historically 
high-petpming  funds  available  throu^ 
Schwab,  cdl  /or  two  free  issues  of 
Schwab's  Mutual  Fund  Select  List: 

l-SOO-S-NO-LOAD 
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FEAR  OF  FLYING 


THE  DEADLY  RIDDLE  OF  THE  737 


BRITISH    OFFICIALS  MAY 

unearth  a  clue  to  a  pair  of 
mysterious  and  deadly 
crashes  of  Boeing  737-20ds 
in  the  U.  S.  They're  inves- 
tigating why  a  Biitish  Aii-- 
ways  737-200,  on  a  test 
flight  without  passengers, 
started  to  roll  20  degrees 
about  eveiy  three  seconds 
for  several  minutes  at 
20,000  feet.  Pilots  righted 
the  jet  and  landed  it  safe- 
ly at  Gatwick  Aiiport  out- 
side  London.  The  Oct.  22  inci- 
dent shares  some  similarities 
to  the  U.  S.  tragedies. 

Boeing  and  ba  say  no  links 


TALK  SHOW  USome  of  our  friends  are  for  it.  Some  of  curl 
friends  are  against  it.  And  we're  standing  with  our  friends. 

— Wliite  House  Press  Secretary  Mike  McCurry  on  whether  I 
President  Bill  Clinton  will  veto  a  bill  to  curb  securities  lawsuitA 


REPLAY:  Wake  turbalence  is  studied 
i)t  (I  siiiiulatioii  of  the  uSAir  crasli 


have  been  established  be- 
tween the  British  mishap  and 
the  two  U.  S.  crashes.  But 
Biitain's  Aircraft  Accident  In- 


vestigations Branch  is  giving 
the  probe  its  highest  priority. 

The  British  pilots'  success 
may  be  becau.se  they  were  fly- 
ing high  enough  to  regain  con- 
trol. In  1991,  a  United  Aii-- 
hnes  787  in  the  process  of 
landing  flipped  over  and 
crashed  outside  Coloi'ado 
Spiings,  Colo.,  killing  all  25 
aboard.    In  September, 
1994,  all  132  passengers 
died  when  a  usAir  737 
banked  to  the  left  and 
nose-dived  into  a  hillside 
outside  Pittsburgh  during 
its  landing  approach.  Puz- 
zled American  officials  have 
made  numerous  tests,  sim- 
~  ulating  these  flights  to  pin- 
point possible  causes  for  the 
737  disasters,  such  as  turbu- 
lence fi'om  another  jetliner's 
wake.      Christina  Del  Valle 


-WAY  PATROL 


I  DREAM  OF  BUYING  GENIE 


GENIE  HAS  FACED  A  T0U(_;H 

time  granting  parent  General 
Electric  its  wish:  to  sell  the 
10-year-old  online  sei-vice.  But 
now,  GEnie  may  have  a  buyer, 
a  group  of  its  independent  in- 
formation providers.  Ed  Per- 
rone,  who  furnishes  the  net- 
work with  daily  horoscopes, 
says  that  he  and  40  other 
providei's  are  trying  to  raise 
capital  from  investors  to  bid 
for  the  orphan  service. 

GEnie  has  been  on  the 
block  since  Nov.  13,  but  the 
top  three  services  (America 
OnHne,  Compu- 
Serve, and 
Prodigy) 
seem  unin- 
terested. 
With  just 
100,000  sub- 
scribers, it's  only  one- 
tenth  Prodigy's  size.  Another 
minus:  The  sale  of  GEnie— 
created  to  boost  nighttime  us- 
age of  the  business-oriented 
General  Electric  Infoirnation 
Services  (geis)  network — 
doesn't  include  the  network's 
servers  and  other  geai'. 
Perrone  doesn't  recoil  at 


paying  $35  million — analysts' 
estimate  of  ge's  asking 
price — for  a  distant-fifth-place 
service.  Some  analysts  think 
GEnie  actually  tui'ns  an  entic- 
ing profit,  since  its  members 


spend  hours  online  playing 
so-called  multiplayers  games 
such  as  Air  Warrior,  rather 
than  merely  sending  E-mail. 
So  Perrone  feels  GEnie  just 
needs  a  stronger  marketing 
push.  Both  GE  and  Allen  & 
Co.,  hired  to  sell  the  service, 
declined  comment  on  poten- 
tial buyers.  □ 


RUBIN 


THE  LIST  TREASURY'S  PIGGY  BANK 


Federal  pockets  may  be  deeper  than  you  think. 
If  Republicans  again  refuse  to  hike  the  debt 
ceiling,  Treasury  Secretary  Robert  Rubin  plans 
to  tap  pension  funds,  as  he  did  in  November. 
He  says  he  then  can  service  debt  into  Febru- 
ary— no  promises  after  that.  But  Congress'  Joint 
Economic  Committee  says  fund  raiding  and  as- 
set sales  can  keep  things  going  until  2007. 

HOW  TO  GET  AROUND  THE  DEBT  CEILING 

BILLIONS      WOULD  RUN  OUT 
DIP  INTO  TRUST  FUNDS 

Federal  employee  retirement  $485    Nov., 1998 

H i_gji w a y,  a\ rpo rt airways ,_ other  80  _  _  Mar.,  1 9 9 9_ 

Unemployment  insurance,  railroad  retirement  51  July,  1999 
SociarSeciirity,'Med'ica"re  '48 1 " "  Ju  ly,"  20bT 

SELL  OFF  ASSETS 
Gold,  foreign  exchange,  other  monetary  assets   205    Mar., 2002 

Mortgages^ loans,  other  financjaj  assets  388 _  _ Nov. , 2003_ 

Inventories,  nondefense  fixed  capital  402    Aug. ,2005 

Lan^d"  mlne'rafrigYts"  "577  ' '  Oct',  2007' 

DATA:  JOINI  ECONOMIC  COMMinEE 


CARROT  DANGLING 

WILLMANZrS 
MINIONS  WALK,  TO] 

LOTUS  FACES  A  LOYALTY  Tl 

More  than  1,000  employ] 
many  of  them  crucial  sj 
ware  developers,  can  col[ 
cash  bonuses  in  mid-Dec| 
ber  for  staying  on.  The 
nuses,  worth  10%  to  20^ 
annual  base  salary,  wei'e  il 
tactic  to  keep  key  people! 
ter  it  swallowed  the  comp| 
for  $3.5  billion  in  June.  ' 
big  cjuestion  is:  Will  they  s 
after  the  payout? 

When  IBM  launched  its 


AT  LOTUS 


many   Lotus  programm 
expressed  uneasiness  ab 
working  for  a  corporate  rrn 
lith.  Pi-edictions  of  wholes 
departures  were  rife.  But 
dangling  the  bonuses  s 
leaving  the  hackers  alone, 
has  suffered  few  defectic 
Toj)  programmer  Ray  05] 
indicates  he'll  stay  at  least 
other  year.  Another  cono 
Will  Lotus'  sales  force  con; 
ue  to  stay  intact  in  1996? 
though  most  of  the  sales; 
pie  aren't  covered  by 
special  bonus,  they  get  y 
end  commissions. 

In  the  past  three  mon 
a  bunch  of  top  execs  h;« 
left,  including  Chairanan 
Manzi.  While  the  comp; 
can  manage  without  most 
them,  the  sales  and  softwi 
folks  are  essential  to  mes 
ing  IBM's  demand  that  Lotp*-'  ilieni 
Notes  boost  its  already  d(| 
inant  market  share  in  gTo| 
ware  (now  69%).  Lotus  plii 
to  slash  Notes  prices  si 
make  the  progi'am  more  f- 
ternet-friendly.    Paid  Juii 


should 


'''laiairbi 


■'Ml]?; 
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LEASE 

iRAND  CHEROKEE  LAREDO 
FOR  ONLY 

^349  A  MONTH* 

FOR  24  MOS.  WITH 
ONLY  S2650  DOWN. 


BEN'S 
VCAZINE'S 


:ar:' 


II  gol  ugly  al  limes.  Biu 
when  the  mud  settled 
on  4-Whccl  &  Off  Road 
magazine's  1996  "4x4 
Of  The  Year"  contest, 
the  new  Jeep  Grand 
lerokee  Laredo  V8  came  out  the  clear  winner. 

It  should  have  come  as  no  surprise.  Jeep  Grand 
nerokee  Laredo  has  an  available  220  horsepower  V8 
igine,  the  most  powerful  in  its  class,**  standard  ABS, 
id  dual  air  bags.'  Add  to  that  the  legendar)'  off-highway 


performance  ol  an  optional  Quadra-Trac"  four-wheel 
drive  system  that  detects  wheel  slippage  and  transfers 
power  to  the  wheels  with  the  most  traction  and  youMl  see 
that  this  contest  was,  in  reality,  no  contest. 

Of  course,  the  beauty  of  it  all  is  that  you  can  drive  this 
off-highway  leader  for  a  very  down-to-earth  lease  price. 
Then  not  only  will  you  have  the  judges'  opinion  that  this 
is  an  exceptional  vehicle  but  you'll  have  your  own. 


Jeep 


THERE'S  Only  One 


'  For  qualified  lessees.  Based  on  MSRP  with  26X  option  pkg.  Assumes  SI 500  dealer  participation.  Title,  taxes,  license,  and  insurance  extra.  Up  front:  $2650  down, 
10. 's  pmt.,  and  S400  deposit.  Monthly  pmts.  total  $8370.  Pay  for  excess  wear,  $0.1 5/ini  over  24,000  mi.,  and  $275  fee  if  vehicle  returned  at  end  of  term.  Option  to  buy 
t  lease  end  at  pre-ncgotiatcd  price.  Off^er  ends  December  31,  1995.  Dealer  prices  may  vary  **Source  of  Class:  Auftiiiiolivc  News  10/95.  'Always  wear  your  seat  belt. 
For  more  information  niease  call  1 -80(~)-925-IFFP  Ippn  is  a  reaislprpd  tradpmarl,:  of  Thrvslpr  rnrnriraiion 


Up  Front 


FAST  PITCHES 

KICK  THE  TIRE,  BUT 
NOT  THE  SALESMAN 

TO  SOME,  THE  TERM  "USED- 

car  salesman"  means  a  slip- 
pery glad-hander  who  lies 
about  his  clunkers'  defects. 
But  used-auto  folks  ^— ■ 
themselves  say  hon- 
esty is  vital  to  do- 
ing business.  In  a 
recent  poll  of  sales- 
people, insurance 
agents  put  the  high- 
est premium  on  hon- 
esty, with  used-car 
types  next.  Dead 
last:  stockbrokers. 
Why  the  differ- 


ences? The  level  of 
personal  contact 
may  be  a  factor. 
John  Pottridge,  a 
vice-president  of  the 
National  Association 


Honesty  In 
Sales  Reps 

Poll  of  2,000 
salespeople. 
Question:  Is 
honesty  important 
in  your  job? 

PERCENT  SAYING  YES 
INSURANCE  88 
USED  CARS  82 
NEW  CARS  78 
REAL  ESTATE  75 
APPLIANCES  54 
STOCKS  52 

DATA  THE  SHOOK 
SALESPERSON  SURVEY 


of  Professional  Insurance 
Agents,  says  policies  usually 
are  sold  by  people  active  in 
the  community  who  need  to 
build  tnist  with  neighbors  for 
future  sales.  And  car  dealer- 
ships like  to  bring  back  buy- 
ers for  trade-ins. 

But  a  lot  of  stockbrokers 
do  their  work  phon- 
ing prospects  they 
don't  know,  says  ex- 
insurance  salesman 
Robert  Shook,  who 
did  the  survey.  Se- 
curities Industry 
Assn.  spokesman 
James  Spellman  de- 
mui's,  arguing  that 
most  brokers  have 
longstanding  ties 
with  clients,  too.  He 
cites  a  Yankelovich 
Partners  poll  that 
finds  just  3%  of  in- 
vestors dissatisfied 
with  theii"  brokers.  □ 


SHOW  BIZ 


THE  BIG  PICTURE 


MORE  STOCK  FOR  PAY 

A  bigger  chunk  of  a  company's  stock  is  going  to  executive  ] 
signaling  that  more  boards  are  tying  managers'  performaiwj 
to  company  performance.  Leading  sector:  brokerage 
houses,  with  18.7%  of  overall  shares 
going  to  managers. 


h 

0 


101  DAMNATIONS  AT  DISNEY 


WILL     BOYCOTTINC  MICKEY 

Mouse  work?  The  American 
Family  Assn.,  which  has 
motmted  consumer  boycotts  in 
the  past,  wants  people  to  stay 
away  fi-om  Walt  Disney  procl- 
ucts.  The  flash  point  for  the 
conservative  gi'oup,  which  is 
joined  by  the  Florida  Baptist 
Convention:  Disney's  giving 
health  insurance  benefits  to 
gay  employees'  partners. 
Among  other  gripes  are  al- 
leged subliminal  sexual  mes- 
sages  in    The   Lion  Kivg 


(wliich  Disney  de 
nies).  Disney 
says  it's  simply 
treating  all 
workers  equally 
for  health  care. 

But  previous 
boycotts  along 
the    same  lines 
have  made  little,  if 
any,  measiu'able  im- 
pact financially. 
AFA  says  its  four- 
year  boycott  of  Kmart — due 
to  Playhoy  and  similar  mags 


BOYCOTT: 

Mujiif  not 


being  stocked  by  the  chain's 
Waldenbooks  and  Borders 
bookstores — helped  push  the 
retailer  into  seUing  the  book 
units  recently.  Kmart  says 
that  was  done  pui-ely  to  focus 
on  its  ailing  core  business. 
Per-store  sales  rose  20%  at 
Borders  and  5%  at  Walden- 
books during  the  period. 

The  boycotters  have  been 
slightly  more  effective  pres- 
suring companies  to  watch 
where  they  advertise,  afa 
mounted  a  1993  boy- 
cott of  S.  C.  John- 
son &  Son  for 
running  ads  on 
such  shows  as 
Law  &  Order, 
objecting  to 
perceived  sex 
and  violence. 
They  stopi^ed  af- 
ter the  home 
products  company 
pledged  to  better 
screen  what  epi- 
sodes it  places  ads 
on.  Yet  it  hasn't  dropped  any 
of  the  shows.  David  Sivafford 


fly 


DRAWN  &  QUARTERED 


Calvin  and  Hobbes 


by  Bill  Watterson 


DEAR  SaN-Va. 

Hi,  i-Vs  M£,  cciLViM 


I   HaVE  BEEN  EXtREMEL-< 
Good*  THiS 


^.Z^  T  I  GOT  TUt  IDEA^ 
^-A  V-)      1^  FRm  CAR  KOS .  | 


O^mSVS^  HOWL  HOPIMG  SKNTA 

WOW  RE^o  "mt  u>ug,  Fmt  print 

t)\SCLOSURE.      THE  FOOTNOTE 


RINGING  IN  96 
ON  THE  NET 


GET  READY  FOR  NEW  YE. 

Eve  on  the  Net.  Using 
tal  video  and  audio  techi 
gy  developed  by  Xing  T 
nologies,  Web  party  sur 
will  see  and  hear  the  des 
of  the  ball  in  Times  Sqt 
as  well  as  firsthand  views 
video  cameras  on  the  sci 

What's  the  difference 
tween  watching  the  co 
down  on  TV  and  on  your 
Interactivity.  Intemetter! 
ing  Netscape's  Web  bn 
ing  software  can  pick  an 
four  different  video  cam 
scattered  around  Tl 
Square.  The  site  might 
have  live  videoconferen 
capabilities,  connecting  pa 
goers  at  Times  Square  ^ 
those  at  trendy  Internet 
fee  houses. 

The  Times  Square  B 
ness  Improvement  Dis 
commissioned  a  media 
suiting  firm,  Imageei 
Group,  to  build  the  Web 
as  an  experiment  for  the 
millennium  blast  as  1 
turns  to  2000.  Direct  \ 
Netscape  Web  browse) 
fittp://wmv.times-square.o) 


FOOTNOTES  Passengers  who  have  tried  to  .spot  their  home  from  a  plane:  45%.  Of  those,  29%  have  .seen  it 


With  a  Reliable  Network,  Wh Id 


Face  it,  networked  computers  have 
changed  the  way  the  world  does 
business.  ^  Intormation  is  shared 
instantly.  Problems  are  solved  more 
easily  And  you  know  what?  The 
sky's  the  Innit — thanks  to  that 
unprecedented  resource  called  your 
network.  ^  At  Compaq"  and  Novell^, 
we  understand  how  critical  relia- 
bility and  performance  are  to  your 
network.  As  business  partners,  we've 
been  developing  integrated  solutions 
for  over  ten  years.  ^  Which  is  un- 
doubtedly one  ot  the  reasons  why 
more  ot  the  world's  businesses 
depend  on  Compaq  and  Novell 
than  any  other  network  solution. 
Shouldn't  you?  ^  For  more  infor- 
mation, call  I -SI  10-345-15 18. 

COMPAa 


•••oV 

Novell 
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PRESENT  AT  THE  CREATION 

OF  THE  NET  

"The  software  revolution"  (Cover  Sto- 
ry,  Dec.  4)  was  timely  and  infonnative — 
of  gi'eat  use  to  millions  in  various  stag- 
es of  trying  to  understand  and/or 
participate  in  the  Internet  evolution. 

A  notable  omission  is  the  potential 
role  of  the  communications  sector  What 
happens  if  at&t  buys  out  Netscape 
Communications  Corp.?  What  about  the 
cable  industry?  We  all  have  several  po- 
tential Internet  ajjpliances  in  oiu'  homes 
now,  and  they  aren't  computers.  While  a 
telephone  with  a  screen  may  perform 
a  mini-applet,  either  that  incoming 
"wire"  or  the  one  to  the  back  of  the  TV 
could  be  the  dominant  conduit  for  most 
of  our  "highway"  activity. 

A.  A.  Sokoloski 
McLean,  Va 


The  Internet  is  develop- 
ing rapidly  and  will  no 
doubt  spawn  great  changes 
in  computing.  But  your  ar- 
ticle glosses  over  some  ma- 
jor obstacles  to  this  "new 
paradigm."  Even  if  most 
PCS  were  eciuipped  with  the 
fastest  modems  (28.8  bps), 
downloading  even  small 
progi'ams  would  still  be  time-consum- 
ing. Many  of  the  hardwai'e  reciuirements 
for  a  new  computing  model  will  not  be 
in  place  in  the  foreseeable  future. 

Your  article  also  fails  to  address  cer- 
tain questions.  For  example,  will  most 
computer  users  really  prefer  scaled- 
down  generic  software  that  must  be  re- 
trieved from  the  Internet  each  time  it  is 
used?  Will  a  pay-per-use  system  requir- 
ing Internet  access  ultimately  be  cheap- 
er for  the  consumer  over  the  long  i-un? 
What  sort  of  fees  will  the  new  software 
providers  charge? 

There  may  be  a  sizable  market  for 
this  style  of  computing,  just  as  there 
is  a  large  market  for  ine.xpensive  cars 
with  fewer  features.  But  don't  read  too 
much  into  it  just  yet. 

Mark  Fleming 
Seattle 


BusinessWeek 

Software 

REVOLUTION 

If  you  think  about  it,  the  model 
Sun  Microsystems  and  ibm  are  re( 
mending — using  a  dumb  Internet  a 
ance  and  depending  on  a  central 
ware  sei"ver — is  not  much  different  j 
what  we  had  to  use  in  the  old  daj 
mainft-ames.  The  model  might  wo: 
we  had  cheap,  high-speed  connec 
available  from  our  homes,  but  the  ii 
structure  isn't  in  place  and  prob 
won't  be  anytime  soon.  Cable  may  e 
tually  offer  high  bandwidth,  but 
now  the  system  is  set  up  to  tran 
data  only  one  way,  and  it's  going  t 
very  costly  to  modify  it  so  that  it 
handle  computer  traffic. 

I  don't  know  about  you,  but  I  c 
expect  to  junk  my  PC  anytime  soo' 
Mike  McG 
Pho 

DEJAVU? 

"Using  a  dumb  Intern 
appliance  and  depen 
ing  on  a  central  soft- 
ware server  is  not  mu 
different  from  what  w 
had  to  use  in  the  old 
days  of  mainframes" 

I  am  not  sold  on  the  expectation 
Java  as  they  ai'e  described  in  the 
in  your  magazine.  This  concept 
have  a  future.  However,  the  idea 
the  need  for  a  Wintel-like  suite  is 
inated  when  applets  are  combined 
the  information  available  through 
Web  relegates  our  society  to  just  ci 
and-paste.  I  do  hope  that  we  can  coi 
ue  to  create — and  not  just  creation 
few,  but  many.  Creation  will  need  r 
featui'es  than  simply  those  in  the  1 
common  denominator 

Tom  O'Coi 
Wrentham,  M 
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Your  article  seeks  to  cast  me  ai 
"online  penny-stock  scam  artist"  (" 
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Readers  Report 


hustlers  queue  up  on  the  Net,"  Finance, 
Nov.  20). 

Let  me  set  the  record  straight. 

My  Global  Markets  newsletter  is  not 
focused  on  penny  stocks.  If  the  writer 
had  taken  the  time  to  have  a  look  at  my 
"cuiTent  portfolio,"  he  would  have  seen 
that  7  of  the  16  companies  have  market 
capitalizations  exceeding  $100  million, 
including  four  exceeding  $500  million, 
and  an  additional  one  at  nearly  $6  bil- 
lion; only  three  could  be  considered 
"penny  stocks." 

In  singling  out  Quigley  Corp.,  I  can 
only  say  that  I  am  very  pleased  with 
the  progress  that  has  been  made  by 
this  "penny  stock"  since  the  time  that  I 
recommended  it.  They  are  just  now 
turning  the  corner  to  profitability  af- 
ter several  years  of  research  and 
development. 

[As  for  the  quote  that  suggests  I  ask 
companies  to  sponsor  my  newsletter,] 
after  an  issue  is  printed  and  mailed  to 
my  paid  subscribers,  a  copy  is  then 
sent  to  the  recommended  companies. 
Rather  than  sell  reprints,  I  prefer  an 
arrangement  whereby  they  simply  pay 
for  the  postage  of  a  mailing  to  pros- 
pective subscribers  at  my  end,  in  ex- 
change for  earning  the  right  to  make 


CORREGTiONS  &  CURIFICATIONS 

"Asia's  new  giants"  (Special  Report,  Nov.  27) 
gave  incorrect  revenue  figures  for  two 
companies.  Philippine  Long  Distance  Tele- 
phone's operating  revenues  rose  8.5%,  to 
$850  milHon.  San  Miguel  Corp.'s  revenues 
rose  12%,  to  $2.6  billion.  Also,  the  report 
should  have  said  that  Taiwan  Semiconduc- 
tor Manufacturing  Co.'s  president  has  a 
handful  of  Taiwanese  with  American  engi- 
neering degrees  working  with  him,  not  mbas. 

"VTEL  has  lots  of  people  talking"  (Inside  Wall 
Street,  Nov.  27)  should  have  said  that  vtel 
dominates  the  education  and  health-care 
markets  in  videoconferencing. 

"These  bugs  make  manna — and  mow 
down  weed  trees"  (Developments  to  Watch, 
Nov.  27)  should  have  said  that  one  of  the 
locations  where  manna  scale  insect  egg 
sacs  are  expected  to  be  released  next  spring 
is  the  area  along  the  Rio  Grande  in  New 
Mexico. 


reprints  at  their  end  for  ft-ee.  This  kind 
of  "cooperative  advertising"  has  been 
around  for  years.  Whether  or  not  they 
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take  advantage  of  this  opportunity! 
no  reflection  on  theu*  being  recomrr| 
ed,  because  my  paid  subscribers 
already  received  their  copies  and! 
primaiy  interest  is  seeking  capital  j[ 
for  them. 

Excluded  was  the  fact  that  onlin 
vestors  accessing  my  web  site 
download  a  free  directory  of  se 
hundred  Internet  sites.  Their  co 
varies,  but,  contrary  to  the  wiiter's 
elusion,  most  of  the  recent  new 
have  been  set  up  by  well-respect 
nancial  institutions. 

Richard  A.  S 
E 

Global  Mai 
Morrisville 

Editor's  note:  business  week  beli  m 
the  quote  attributed  to  Sauers  accu  lit)'. 
ly  reflects  what  he  told  o  ur  reporte  pi  note, 


DOING  WELL 
BY  DOING  GOLD? 


We  were  disappointed  that  youi  tratliefJ'i; 
cent  report  on  our  mining  operatic  mms 
Irian  Jaya  did  not  provide  a  more 
plete  account  of  our  extensive  ef 
to  provide  economic  and  social  ben 
for  the  people  of  that  region  ("Gold 
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These  things  lvalue:  My  family, 
our  independence,  an  education 

for  my  children.  ScudderSmall  Company  Valuc 
Fund  IS  designed  to  help  you  realize  your  long-term  goals.  It 
invests  in  small,  undervalued  U  S. companies  Small  |s[£^ 
company  stocks  involve  greater  risk,  but  history  FUND! 
shows  they  outperform  large  company  stocks  by  a 
significant  margin  over  time  Value  stocks  are  those  that 
appear  to  be  selling  below  their  true  worth,  or 
are  out  of  favor,  or  simply  overlooked.  By  combining  the 
small  company  and  value  disciplines,  this  new  pure  no-load 
mutual  fund  can  help  you  pursue  the  dreams  you  value  most. 
To  learn  more  call  today  1-800-225-2470,  ext.  9077 


Scudder  s  mall  Company 

Value  Fund 

A  i%  rcdemftUon  fee  is  fiiiyiihk  to  the  Fund  jot  shares  held  less  llnm  one  year  This  fee  iiuiy  he  modified  For  more  complete  mtormalion,  meludmg  management  feesll 
and  expenses,  please  call  or  write  lor  a  tret  prospectus  Read  it  carefully  before  you  invest  Scudder  Investor  Services,  Inc  ,  Distributor  i^^^ 


Build  Create  Provide 


ew  Guinea,"  International  Business, 
20). 

•eeport-McMoRan  Copper  &  Gold 
has  invested  more  than  $3  billion  in 
oroject,  including  the  constmction  of 
3,  health  facihties,  and  schools.  So- 
welfare  spending  alone  has  aver- 
about  $14  miUion  a  year,  and  our 
ts  have  resulted  in  a  substantial 
ne  in  infant  mortality  and  malaria. 

expectancy  among  the  native 
ngme  and  Kamoro  tribes,  described 
Dur  article  as  "...just  emerging 
the  Stone  Age,"  has  also  increased 
fieantly. 

me  of  these  local  people  are  under- 
lably  uncomfortable  with  the  major 
ge  they  are  nov^^  encountering  and 
confused  by  development  and 
th.  The  vast  majority,  however,  ai-e 
ed  about  the  chance  to  build  a  bet- 
uture  for  their  children  and  their 
nunity. 

;  you  note,  the  land-rights  issue  has 
mted  a  significant  challenge  because 
\mungme  have  no  concept  of  indi- 
il  land  ownership.  We  believe  that 
commitment  to  community  devel- 
int  rather  than  individual  compensa- 
represents  an  effective  solution  that 
ides  maximum  benefit  for  the 
ngme  people.  As  with  any  new  con- 
our  effort  requires  periodic  refine- 
,.  We  are  continually  working  with 


tribal  leaders  to  resolve  differences  in  a 
way  that  is  fair  to  all. 

Finally,  we  have  established  a  state- 
of-the-art  environmental  program  that 
adheres  to  the  highest  standards  and 
has  received  all  permits  from  the  In- 
donesian government.  The  program  in- 
cludes impact  studies  and  a  strong  man- 
agement and  monitoring  plan. 

Planned  and  operated  with  the  best 
expertise  available,  our  project  has  been 
visited  regularly  by  representatives 
from  the  global  mining  industry,  com- 
mercial banks,  the  investment  commu- 
nity, and  government  officials.  All  who 
have  seen  it  regai'd  it  as  a  model  for  de- 
velopment in  an  emerging  country.  I 
am  personally  proud  of  our  accomplish- 
ments and  GUI'  sense  of  responsibility,  as 
are  all  of  oiu"  people  here  at  Freeport- 
McMoRan  Copper  &  Gold. 

Richard  C.  Adkerson 
Executive  Vice-President 
Chief  Financial  Officer 
Freeport-McMoRan  Copper  &  Gold 
New  Orleans 

A  COMMENT 

ON  NO  COMMENT'  

"The  unhkely  mogul"  (Cover  Story, 
Dec.  11)  quotes  Children's  Television 
Workshop  as  having  "no  comment"  on 
an  allegation  that  TCi  had  rejected  CTW's 


offer  of  a  new  cable  program.  I  spoke 
with  your  reporter  in  preparation  for 
this  article  and  categorically  denied  the 
ramor.  I  had  plenty  to  comment  on  and 
made  myself  clear  that  the  episode  in 
question  never  occuired. 

Gary  E.  Knell 
Senior  Vice-President 
Children's  Television  Workshop 
New  York 
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3ing  Father  Christmas  posted?' 


KLM  Cargo's  dedicated  Business  Unit  Airmail  Services 
excels  in  meeting  the  needs  oi  postal  services  worldwide.  Down  to 
every  last  letter  addressed  to  Father  Christmas  from  children  all 
over  the  world. 

With  more  than  350  destinations  worldwide  and  partners  on 
the  road  and  in  the  air,  KLM  Airmail  Services  connects  postal 
organisations  to  virtually  any  ainnail  destination  on  the  globe. 
Specialist  staff  and  facilities  guarantee  integrated  and  customised 
postal  solutions.  Whether  it's  five  million  letters  to  Finland's 
"Father  Christmas  village",  Korvatunturi,  in  the  Arctic  Circle  or 


to  the  Johannesburg  Mail  Temiinal,  KLM  Cargo  guarantJ 
prompt  and  reliable  delivery.  Our  service  is  backed  up 
immediate  feedback  from  sophisticated  information  systems. 

Plus  a  complete  door-to-door  service,  collection,  storage  al 
distribution.  Even  billing,  insurance  and  administration,  if  ■yl 
wish.  Together  with  your  agent,  KLM  Cargo  provides  you  witlg 
complete  range  of  services,  while  all  the  time  taking 
as  much  care  of  your  .shipment  as  you  would  yourself.  A^Wc 
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RISING 

America  Will  Prosper  as  Asia's 
omies  Boom 

m  Rohwer 

in  &  Schuster.  382pp.  $25 

)W  THE  TIGERS 
)T  SO  TOUGH 

agine  that  it's  1955  and  you're  asked 
predict  which  Asian  economies  will 
eed  and  which  will  fail.  Atop  any- 
5  list  of  big  losers  would  hkely  be 
;a  and  Taiwan:  The  foraier  was  dev- 
ted  by  its  war  with  North  Korea, 
the  latter  was  little  more  than  a 
.  protectorate  for  the  losers  in  Chi- 
civil  war.  In  both  places,  popula- 
T  A  tion  density  was  high, 
as  was  illiteracy.  Sav- 
ings  were  low,  and  ar- 
T  jNJ  r  -J  able  land  was  scarce. 
mmm^m  Today,  of  course, 
both  are  classed  among 
the  Asian  tigers,  boast- 
ing arguably  the  best 
economic  performances 
in  the  world  over  the 
past  three  decades. 
3  H  W  E  R  Their  ascendancy,  along 
1  that  of  other  Asian  dynamos,  is 
subject  of  Asia  Rising  by  Jim  Roh- 
a  former  reporter  for  The  Econo- 
!  and  now  the  director  and  chief 
omist  in  Asia  for  cs  First  Boston, 
one  seeking  a  comprehensive  look  at 
these  economies  have  been  so  re- 
kably  successful — and  why  they're 
y  to  stay  that  way— wdll  find  this 
:  a  valuable  read.  But  if  you're  look- 
for  particulars  that  explain  how 
.  companies  will  benefit  from  this 
n,  you'll  be  disappointed. 
Iiile  a  lot  of  the  data  and  studies 
1  by  Rohwer  is  already  well-known 
'oiks  in  the  field,  his  highly  read- 
analysis  of  regional  trends  i-epre- 
s  a  big  contribution.  How  did  East 
.  pull  off  its  economic  miracle?  Roh- 
credits  the  region's  predominantly 
loritarian  regimes,  which  pursued 
trt-diiven  poUcies  to  jump-start  then- 
lOmies.  Ti'ue,  many  of  these  govem- 
ts  were  hardly  friends  of  liberty, 
they  focused  single-mindedly  on 
r  economic  development,  remaining 
:une  to  "the  "wheedhng  of  the  spe- 
interest  lobbies"  that  are  so  perva- 
in  the  West,  the  author  argues, 
se  regimes  wisely  invested  in  pri- 
y  and  secondary  education,  creat- 
Mghly  productive  workforces.  And  a 
bination  of  low  taxes,  high  interest 
s,  and  other  measures  helped  boost 
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One  Communications  Software, 
One  Out-Of -This -World  Offer! 


Buy  PROCOMM  PLUS  for 
Windows®  2. 11  today  and  up 
grade  FREE*  to  version  3.0 
for  New  Years. 


when  PROCOMM  PLUS  for  Windows  integrated 
fax  with  data,  it  opened  up  a  whole  new  world  in 
communications  software.  Today,  PROCOMM  PLUS 
for  Windows  is  the  #1  best  seller  In  fact,  8  out  of  1 0 
PC  users  rely  on  PROCOAAM  PLUS  for  Windows  to 
perform  data  file  transfers,  fax,  and  connect  to  CompuServe,  MCI  Mail, 
BBS  or  their  favorite  on-line  service.  And  with  good  reason.  Unlike  other 
products  which  merely  bundle  separate,  stand-alone  programs  together, 
PROCOMM  PLUS  for  Windows  is  a  seamless  solution  for  all  your  PC 
communications.  And  soon  you  can  get  the  world  standard  for  data  and 
fax  communications  together  with  a  total  Internet  connection  and  next 
generation  faxing.  Because  when  you  buy  PROCOMM  PLUS  for 
Windows  2.1 1  today,  we'll  upgrade  you  for  FREE*. 

So  buy  now, 
and  the  whole  world  will  be  yours. 
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New  seamless  integration  of  Fox,  Internet  and  Data  connmunications.  Version  3.0  puts 
everything  in  one  box,  including  a  state-of-the-art  web  browser,  E-mail,  news  reader, 
FTP,  Telnet,  Gopher,  TCP/IP  stack  and  Internet  service  providers  and  next  generation 
Fax/OCR  and  Annotation. 


PROCOMM 
PLUS 
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Call  1.800.474.1534 
Totally  Connected 

PROCOMM  PLUS  for  Windows  3  0  upgrade  will  ship  to  you  beginning  January  2,  1996.  Offer  good  for  PROCOMM  PLUS 
for  Windows  3,0  Offer  valid  for  purchases  made  between  1  1/1/95  and  1/31/96.  Proof  of  purchase  required  plus  $7  50 
($1  5  00  Alaska,  Hawaii  and  Canada)  for  shipping  and  handling.  This  offer  good  only  in  the  U.S.,  Puerto  Rico  and  Canada. 


SIEMENS 


Siemens  invents  tiie  world's  first  electric  locomotive.  Introduced  at  a  world 
trade  fair,  it  carried  seated  passengers  at  speeds  of  up  to  ten  miles  an  hour 
and  held  the  promise  of  a  cleaner,  more  convenient  way  to  travel. 
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This  is  now. 


Today,  Siemens  continues  to  lead  tine  way  in  transportation  witii  innovations 
in  everything  from  high  speed  trains  to  urban  mass  transit  systems  to  heavy- 
duty  locomotives.  Siemens  technology  now  enables  high  speed  trains  to 
connect  cities  at  over  200  miles  an  hour.  And  our  mass  transit  systems  carry 
millions  of  commuters  with  greater  comfort  and  convenience  all  across  the 
United  States  in  cities  such  as  San  Diego,  Sacramento,  Pittsburgh,  St  Louis 
and  Denver.  Transportation  is  just  one  of  Siemens'  vast  array  of  technologies. 
And  It's  one  more  way  we  help  keep  America  on  the  move. 
Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '95.  Box  8003AP,  Trenton,  New  Jersey  08650 
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Visit  our  web  site  at  www  Siemens,  com  on  the  Internet 


Our  Rolodex®  desktop 
directory/organizer 
remembers  and  dials 
700  phone  numbers. 


rhiiik  \'(  aid  be  lost  without  your 
okl  desktop  tlip  file?  We  bet  it 
coLilel  ne\  er  do  things  like  this! 

•  Stores  up  to  700  tiles  with  name 
and  conipanv  cross- referencing 

•  Prov  ides  oneduitton  dialing  of 
stored  phone  numbers 

•  fkis  rotary  knobs  for  flipping 
through  files,  plus  a  powerful 
electronic  search  mrjcle 

•  SS, 000-word  spell  checker 

•  Links  to  a  PC  with  available 
interface 

To  order,  or  for  the  location 
of  a  store  neai'  V(  ai,  call: 

1-800-THE-SHACK™ 


RadioShack 

You've  got  questions.  We've  got  answers? 

es  apply  al  participating  RadioShack  slores  and  dealers  Hems  not  available  at  a  panicipating  slore  can  be  special-ordered  (subject  to  availability)  al  the  adver- 
a  price  A  parlicipaimg  slore  will  o(fer  a  comparable  value  it  the  product  is  sold  out  Independeni  RadioShack  dealers  and  franchisees  may  not  be  participating  in 
ad  or  slock  or  special-order  every  item  advertised  Copies  ol  applicable  warranties  are  available  upon  request  at  stores  tor  inspection  belore  sate,  or  by  writing 
.lomer  Relalions.  1400  One  Tandy  Center,  Fort  Worth,  TX  76102  ■  Rolodex  is  a  registered  trademark  ol  The  Rolode*  Corporation 


Today's  ^1 
Money  Market  Fund  May  Not 
BeTomorrow's. 


Invest  in  a  proven  performer  since  1974. 
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( lencral  Money 
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Source  I-ipperAnalyUe,il  Services,  Inc  Yields  will 
lluauale  Past  perfomiance  does  not  represent 
lulure  perfomiance  l^inkings  are  leased  on  lolal 
relurn  wuti  dividends  reinvested 

Invest  in  Kemper  Money  Market  Fund. 

The  Fund  has  eamed  consistently  high  cunent 
yields,  year  in  and  \'ear  out. 

Call  1-800-537-6001,  extension  68 
toda\  for  a  free  Kemper  Money  Market  Fact 

Kit.  You'll  receive  a  prospectus  containing  more 
complete  infonnation  mcluding  management 
fees  and  expenses.  Read  it  carefulK'  belore  you 
investor  send  money 

Money  marf<cl  funds  are  neilfier  insured  nor  guaranieed 
h\  llie  U.S.  Governmenl.  There's  no  assurance  ifiat  a  fund 
can  mainiam  a  $  1  00  sfiare  vafuc 
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We're  BuildingTomorrows  Today " 


(DIWt  Kemper  nislnhijlor'.,  Inc  fO05750 


Books 


savings — and  investment — throug 
the  region. 

Asia's  probusiness  governments 
also  generally  steered  clear  of  prov 
social  safety  nets,  leaving  citizens  t 
pend  on  theu-  families  for  support, 
wer  credits  this  hands-off  govern 
policy  as  the  main  reason  why  e 
mies  have  gi'ovvTi  so  quickly.  "A  so 
organized  along  Asian  lines  is  far  b 
ecjuipped  than  the  average  Weste 
ciety  to  embrace  and  absorb  chang 
powerful  government  will  not  con 
the  patterns  of  the  past  on  you 
half. . .  you  learn  quickly  that  you 
cope  with  the  future." 

While  Rohwer  blesses  small  go\ 
ment  and  strong  family  ties,  he 
weakness  in  other  institutions,  both 
lie  and  corporate.  Obstacles  to  ft 
growth  include  an  "opaque  and  h: 
personalized  system  of  corporate  i 
agement,  an  inefficient  financial  sy: 
that  cannot  objectively  mediate  bet 
savers  and  investors,  and  a  failu 
build  the  infrastructure  needed  to 
tain  future  economic  growth." 

As  the  book's  subtitle  suggests, 
wer  believes  foreign  companies 
"prosper  mightily"  in  Asia.  Sure, 
U.  vS.  jobs  may  be  transferred  t 
region,  but  by  and  large  American 
panies  in  particular  wall  find  stagg( 
growth  in  everything  from  consi 
durables  to  finance.  He  predicts 
in  the  next  25  years,  "Asia  will  ace 
for  half  the  worldwide  sales  gi'owl 
the  markets  for  almost  every  pro 
and  service  save  the  most  advance 

Such  broad  assertions  offer 
that's  new.  With  Boeing  Co.  and 
U.  S.  high-tech  workers  giimibling 
jobs  moving  to  Asia,  a  book  laying 
just  how  much  America  is  gaining 
investments  there  would  have  been 
ticularly  useful.  Also,  Rohwer  is  u]: 
about  Asia's  boom  at  a  time  when  r 
analysts  are  asking  whether  thei'i 
limits  to  growth  in  a  region  faced 
shortages  of  skilled  labor,  weak  i 
agement  sti-uctures,  flagging  infras 
ture,  and  skyi'ocketing  costs. 

That  said,  executives  heading  for 
would  do  well  to  I'ead  this  book.  Th( 
thor's  knowledge  is  broad,  and  he  j 
readers  a  good  sense  of  the  region'.' 
namism.  Asia's  rise,  says  Rohwe 
"the  gi'eatest,  and  most  thrilling,  e' 
of  the  last  half  of  this  century." 
betting  that  the  next  phase  of  deve 
ment,  though  moi'e  challenging,  will 
"turn  out  to  be  one  of  greatn 
Asians  certainly  hope  he's  right. 

BY  JOYCE  BARINAT 

Baniathan  is  business  week's  t 
Kong  Bureau  Chief. 


our  partner, 
ere  to  assist  you  t 
nd  prosper 


O  ^7    Right  after 
/   /  years  of  our  success, 
'     we  are  now  relocat- 
ing our  fiead  office  to  tfie 
newly  built  PLAZA  EXIM 
This  celebration  symbolizes 
our  commitment  to  sustain 
our  long-held  tradition  of 
excellence. 

Our  derivative  products  and 
syndication  and  the  most 
sophisticated  eximsmart  card 
are  offered  to  satisfy  your 
needs. 

Our  network  covers  a  II  of 
Indonesian  provinces  as  well 
as  the  most  developed  finan- 
cial cities  such  as  London, 
New  York,  Pans,  Hong  Kong, 
Singapore  and 
Grand  Cayman  Island. 


BankExim 

Bank  Ekspor  Impor  Indonesia 
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SEAS  OFFICES  :- 
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TEL.  171.329.4424 
FAX.  171.329.4345 


PARIS 

TEL.  1.42.89.31.31 
FAX.  1.45.63.65.43 


SINGAPORE 
TEL.  65.532.0200 
FAX.  65.532.0206 


HONG  KONG  ' 
TEL.  85.286.80575.: 
FAX.  82.281.06502 


HEAD  OFFICE     PLAZA  EXIM 

JL  JEND  GATOT  SUBROTO 
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FAX  62  21.526  3581 
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lhanks  to  Sprint  Business, 
we're  doing  more  business  in  skis. 

—  Hank  Kashiwa,  Olympic  Skier,  Co-founder,  Volant  Skis 

"We  make  state-of-the-art  skis. 
But  the  way  we  sold  them  was  outdated." 

Volant  is  a  young,  fast-growing  company  with  global 
ambitions.  But  their  communications  system 
wasn't  helping  them  realize  their  full  potential. 
"Sprint  came  in  and  showed  us 
which  technology  was  right  for  us." 

Sprint  consultants  did  an  extensive  analysis  of  Volant's 
business.  And  came  up  with  real  solutions  for  them  — 

like  putting  inventory  on-line  for  real-time  access.  And 

videoconferencing  —  to  present  new  products  worldwide. 
'  "Now  we're  doing  business  a  whole  new  way." 

Today  Volant  is  a  more  nimble,  m<jre  profitable  company. 
Because  Sprint  made  their  communications  as  cutting- 
edge  as  their  stainless  steel  skis.  Call  us.  We  can  help 
your  business  do  more  business,  too. 


1-800-816-REAL 

Real  BUSINESS 

\'(ilant  Skis 


Real  PROBLEM 

Outdated  field  sales 
com  munieations 


Real  SOLUTION 

Instant  access  to 
inventory  data 


Real  RESULTS 

Faster  shipping,  reduced 
inventory  risk 
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HARDCOVER  BUSINESS  BOOKS 


1  MANAGING  IN  A  TIME  OF  GREAT  CHANGE  by  Peter  F. 
Drucker  (Dutton  •  $24.95)  Broad-ranging  essays  from  the 
grand  old  man  of  American  business  thought. 

2  THE  BEARDSTOWN  LADIES'  COMMON-SENSE 
INVESTMENT  GUIDE  by  the  Beardstown  Ladies  Investment 
Club  with  Leslie  Whitaker  {Hyperion  •  $19.95)  Recipes  for 
Four-Bean  Salad,  Five-Hour  Stew — and  23%  returns. 

3  THE  DISCIPLINE  OF  MARKET  LEADERS  by  Michael  Treacy 
and  Fred  Wiersema  (Addison-Wesley  •  $25)  Consultants 
diagnose  what  successful  companies  do. 

4  BUILT  TO  LAST  by  James  C.  Collins  and  Jerry  I.  Porras 
(HarperBusiness  •  $25)  How  3!\/l,  Wal-Mart,  Procter  & 
Gamble,  and  others  became  standouts. 

5  THE  ROAD  AHEAD  by  Bill  Gates,  with  Nathan  Myhrvold  and 
Peter  Rinearson  (Vikmg  •  $29.95)  Observations  on  the  l-way 
and  a  peek  at  the  $30  million  house  that  Bill  built. 

6  BUFFETT  by  Roger  Lowenstein  (Random  House  •  $27.50) 
The  life  and  wisdom  of  the  Oracle  of  Omaha. 

7  THE  DIGITAL  ECONOMY  by  Don  Tapscott  (McGraw-Hill  • 
$24.95)  How  business  is  using  Information  technologies. 

8  FIRST  THINGS  FIRST  by  Stephen  R.  Covey,  A.  Roger 
Merrill,  and  Rebecca  R.  Merrill  (Simon  &  Schuster  •  $23) 
Managing  your  time  by  balancing  your  life. 

9  HOW  TO  DRIVE  YOUR  COMPETITION  CRAZY  by  Guy 

Kawasaki  (Hyperion  •  $22.95)  Pulling  off  the  gloves — and 
giving  the  other  guy  fits. 

10  WINNIE-THE-POOH  ON  PROBLEM  SOLVING  by  Roger  E. 
Allen  and  Stephen  D.  Allen  (Dutton  •  $17.95)  Piglet,  Eeyore, 
and  pals  show  how  to  face  up  to  quandaries. 

11  INSIDE  THE  TORNADO  by  Geoffrey  A.  Moore 
(HarperBusiness  •  $25)  A  dip  into  Silicon  Valley  for  lessons 
on  marketing. 

12  RAVING  FANS  by  Kenneth  Blanchard  PhD  and  Sheldon 
Bowles  (Morrow  •  $20)  How  to  turn  customers  into  your 
biggest  boosters. 

13  MICROSOFT  SECRETS  by  Michael  A.  Cusumano  and  Richard 
W.  Selby  (Free  Press  •  $30)  An  academic  look  at  the 
company's  product  development  and  management  style. 

14  MAKE  IT  SO  by  Wess  Roberts  PhD  and  Bill  Ross  (Pocket 
Books  •  $22)  From  Star  Trek's  Captain  Jean-Luc  Picard, 
leadership  lessons  and  deep-space  lore. 

15  THE  MAKING  OF  A  BLOCKBUSTER  by  Gail  DeGeorge  (Wiley 
•  $24.95)  How  Wayne  Huizenga  built  his  empires. 


PAPERBACK  BUSINESS  BOOKS 


1  YOUR  MONEY  OR  YOUR  LIFE  by  Joe  Dominguez  and  Vic| 
Robin  (Penguin  •  $11.95)  To  achieve  financial  indepen  \ 
dence,  restructure  your  life.  ■ 

2  THE  SEVEN  HABITS  OF  HIGHLY  EFFECTIVE  PEOPLE  ! 

by  Stephen  R.  Covey  (Fireside  •  $12)  Habitually  popular.  \\ 

3  THE  WARREN  BUFFETT  WAY  by  Robert  G.  Hagstrom  Jr  f. 
(Wiley  •  $14.95)  A  useful  analysis  of  how  Buffett  does  iti- 

4  THE  1996  WHAT  COLOR  IS  YOUR  PARACHUTE?  by  | 

Richard  Nelson  Belles  (Ten  Speed  Press  •  $14.95)  The  | 
latest  incarnation  of  the  enduring  job-search  bible.  |^ 

5  1001  WAYS  TO  REWARD  EMPLOYEES  by  Bob  Nelson  {W(|( 
man  •  $8.95)  Give  them  a  champagne  brunch,  a  casual  |i 
dress  day — or  plain  old  cash. 

6  THE  GOAL  by  Eliyahu  M.  Goldratt  (North  River  Press  • 
$19.95)  Bringing  your  strategies  in  line  with  your  No.  1 
purpose:  making  money. 

7  GETTING  TO  YES  by  Roger  Fisher,  William  Ury,  and  Bruc  e! 
Patton  (Penguin  •  $11.95)  A  Harvard  team's  step-by-stcirr 
guide  to  conflict  resolution. 

8  J.K.  LASSER'S  YOUR  INCOME  TAX  1996  by  the  J  K  Las|[ 

Institute  (Macmillan  •  $14.95)  Hey  April  15  is  just 
around  the  corner. 

9  THE  WALL  STREET  JOURNAL  GUIDE  TO  UNDERSTANDII] 
MONEY  AND  INVESTING  by  Kenneth  M.  Morns  and  Alan 
Siegel  (Fireside  •  $13.95)  Concise  explanations  enrichedl 
with  graphics. 

10  THE  FIFTH  DISCIPLINE  by  Peter  Senge  (Currency  •  $18. 
Creating  the  "learning  organization. " 

11  THE  WEALTHY  BARBER  by  David  Chilton  (Prima  •  $12. 9| 
Don't  get  clipped — invest  10%  of  your  pay,  then  cut  debt\ 

12  ZAPP!  by  William  C.  Byham  PhD  with  Jeff  Cox  (Fawcett 
$10)  How  "empowerment"  revved  up  employees  at  the 
fictional  Normal  Co. 

13  THE  ONE  MINUTE  MANAGER  by  Kenneth  Blanchard  PhD| 
and  Spencer  Johnson  M.D.  (Berkley  •  $9.95)  Three 
management  techniques,  conveyed  in  brief  story  form. 

14  PERSONAL  FINANCE  FOR  DUMMIES  by  Eric  Tyson  (IDG 
Books  •  $16.95)  Lighthearted  primer. 

15  SOROS  ON  SOROS  by  George  Soros  with  Byron  Wien  and  | 
Krisztina  Koenen  (Wiley  •  $19.95)  Financial  tips  and 
political  philosophy  from  the  "world's  most  powerful  trade 


The  BUSINESS  WEEK  Best-Seller  List  is  based  on  a  survey  of  chain  and  independent  booksellers  that  carry  a  broad  selection  of  books  on  economi 
management,  sales  and  marketing,  small  business,  investing,  personal  finance,  and  careers.  Well  over  1,000  retail  outlets  nationwide  are  re| 
sented.  Current  rankings  are  based  on  a  weighted  analysis  of  unit  sales  in  November. 


"They  talk  of  the  dignity  of  work. 
Bosh — the  dignity  is  in  leisure,"  ob- 
served Herman  Melville.  Be  that  as  it  may,  most  Americans 
find  few  ego  rewards  in  being  out  of  a  job.  And,  according  to 
Richard  Nelson  Bolles,  as  job  hunters  cast  about  for  new  po- 
sitions, a  sense  of  personal  worthlessness — or  "rejection 
shock" — can  set  in,  representing  a  serious  hurdle.  It's  an 
insight  that  has  drawn  generations  of  readers  to  Bolles's 
Wtiat  Color  is  Your  Parachute?  (Ten  Speed  Press,  $14.95), 
making  it  a  perennial  best-seller.  This  month,  it's  No.  4  on 
BUSINESS  week's  paperback  Best-Seller  List. 

The  1996  What  Color  is  the  26th  edition  of  the  book— it 
gets  revised  every  year.  But  the  fundamental  insights  of  the 


book  remain  unchanged:  You  should  figure  out  what  skills 
enjoy  using  and  what  jobs  utilize  those  skills — then  er 
winning  strategies  to  land  such  a  post. 

Bolles  thinks  little  of  want  ads,  employment  agencie^ 
blanket  resume  mailings.  Instead,  he  favors  the  pers 
touch:  Approach  an  employer  directly,  perhaps  using  leads 
en  by  friends  or  relatives.  But  he  says  it's  best  to  spend 
beforehand  investigating  yourself  and  researching  pote| 
employers.  To  back  up  its  method.  What  Color  provides 
riety  of  drills,  ranging  from  "the  party  exercise,"  which 
you  outline  your  skills,  to  writing  a  mini-autobiography, 
who  knows — you  could  experience  a  little  ego  enhancerj 
along  the  way. 
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RE  S  PO  N  S  I  B  I  L  I  T  Y. 


ORE 


HOUR  S. 


'7/0  says  employers  are  cutting  back  on  everything?] 


While  dow}isizing  may  not  he  a  four-letter  word. 
It  defi)iitely  carries  some  rather  nasty  coyuiotations. 
As  companies  ask  fewer  people  to  do  more  work, 
a}id  stress  takes  its  toll,  the  result  is  an  i}i crease  in 
disability  claims  and  higher  costs  for  employers 
and  employees  alike.  In  response,  Unl'm's  disability 
specialists  work  with  companies  to  help  keep  their 
employees  healthy.  Usiiig  thiyigs  like  wellness  programs 
and  stress  management  courses,  we  can  lessor  the 
likelihood  that  disabilities  will  occur.  Of  course,  we  alsd 
offer  forward- thinkhig  solutiojis  to  people  who  do  suffer 

j 

disabilities,  so  they  can  get  back  to  their  accustomed  \ ' 
lifestyles  quickly.  For  more  inform- 
at  ion  0)1  how  much  more  we  have 
to  offer,  call  your  insurance  broker.  ^ 

„  ,    '  Unum 

Heres  to  a  long  life.  We  see  farther. 


I  Life  Insurance  Company  of  America,  Portland.  ME  (C, 
■'ANY,  PiscATAWAV.  NJ  (All  states 


JD   ALL    U.S.    STATES    EXCEPT    NY)    •    CoLONlAL    LifE    fl.    AcCEDENT    INSURANCE    COMPANY,   COLUMBIA,    SO  (Al 

NY)  •  First  Unum  Life  Insurance  Company  (New-York  State  Only).  120  White  Plains  Rd  Tarrytown.  NY  in^at  •  Unum  r.rMiTPn 


NY)  •  Commercial  Lifr  Ins 


With  cverv  reinccir- 
nation,  wc  hop(^  to  draw 
closer  to  Nirvana. 

But  a.s  each  wiieration 


grows  obsolete  and  dies, 
Sikander  jjets  madder: 


(»(, 


How  come  I 


Don't  worry  about 
obsolete  technology.  Worry 
about  obsolete  thinking. 

Thinking  that  designs 
systems  that  can't  expand, 
can't  be  networked  to 
emerging  technologies. 

Thinking  you  won't 
find  at  IBM. 

Instead,  you'll  find 
interchangeable  hard 
drives  in  our  ThinkPads* 
that  expand  with  your 
needs.  You'll  find  IBM 
consultants  who  consider 
where  you  are  as  well  as 
where  you're  headed. 

You'll  find  long-term, 
big-picture  thinking. 

And  soon  you'll  find 
you're  haufing  in  business. 
Not  tossing  out  equipment. 


Solutions  for  a  small  planet' 


Technology  &  You 


BY  STEPHEN  H.  WILDSTROM  

WHAT  WORKS  WITH 
WINDOWS  95? 


Be  sure  to  check 
carefully  before  you 
buy  add-on  cards  or 
software  programs 


4^' 


ome  assembly  i"e- 
I  qiiii'ed."  Those  words, 
long  the  bane  of  par- 
ents dwing  the  holidays,  will 
be  appearing  on  a  lot  of  the 
boxes  of  computer  equipment 
and  software  that  will  be 
opened  this  season. 

Windows  95,  which 
comes  loaded  on 
neai'ly  all  new  Intel- 
based  computers,  is 
supposed  to  make 
Windows  installa- 
tions as  easy  as 
setting  up  a  Mac- 
intosh. Unfortu- 
nately, while  Mi- 
crosoft Corp.  and 
the  computer  mak- 
ers have  done  their 
jobs,  the  developers  of 
everything  from  sound 
cards  to  entertainment 
software  have  been  slow  in 
getting  with  the  program.  As 
a  result,  consumers  who 
aren't  extra-careful  in  their 
hardwai'e  and  software  choic- 
es will  face  a  lot  of  unneces- 
sai"y  headaches. 
PLUG-AND-PLAY.  This  was 
brought  home  to  me  as  I 
worked  with  a  Compaq  Com- 
puter Corp.  Presario  9.564,  a 
133-megahertz  Pentium  ma- 
chine loaded  with  multimedia 
features  and  fully  up  to  the 
Win95  specs  for  plug-and- 
play,  which  assures  that  prop- 
erly designed  add-ons  are 
easy  to  set  up.  The  machine 
was  lots  of  fim  until  I  tried 
to  connect  it  to  our  office  net- 
work. I  put  one  network  in- 
terface card  in,  and  it  not 
only  didn't  work  but  also 


killed  the  sound  system.  A 
second  card  let  me  have  the 
network  or  sound  but  not 
both.  Finally,  I  popped  in  a 
plug-and-play  network  card 
and,  after  a  few  minutes  of 
setup,  I  was  in  business. 

The  same  thing  could  have 
happened  with  any  add-on 
hardware  not  designed  for 
plug-and-play.  I  experienced 
a  similar  problem  installing  a 


sound  card  and  cd-rom  drive 
on  another  computer  But  fea- 
ture-laden machines  such  as 
the  Presario  pose  an  addi- 
tional challenge  because  so 
many  of  the  "resources"  that 
add-ons  need  are  already  in 
use.  Making  that  first  net- 
work card  work  was  more 
than  either  experienced  hu- 
mans— ^including  Compaq  tech 
support — or  Win95's  special 
help  file  could  handle. 

Unfortunately,  plug-and- 
play  hardware  remains 
scarce,  and  the  feature  is 
generally  only  found  on  the 
newest  and  most  expensive 
equipment.  For  example, 
while  you  can  buy  a  Creative 
Labs  SoundBlaster  Pro  sound 
card  for  as  little  as  $73,  the 
cheapest  plug-and-play  ver- 


sion is  the  $155  SoundBlaster 
32  PnP  Still,  unless  you  en- 
joy the  high-tech  equivalent 
of  skinned  knuckles,  the  extra 
money  is  well-spent.  While  a 
"Designed  for  Windows  95" 
logo  is  your  best  assurance 
of  compatibility,  I've  found 
that  components  claiming 
plug-and-play  compatibility 
generally  do  fine. 
LOGO  CHECK.  The  software 
situation  is  murkier.  Most 
products  I've  seen  lately 
claim  that  it  is  "Windows  95 
compatible"  or  "Windows  95 
ready."  This  is  meaningless, 
since  nearly  any  progi'am 
that  ran  with  Windows 
3.1  or  DOS  will  i-un  with 
Win95.  But  older  pro- 
grams won't  let  you  take 
advantage  of  Win95's  ad- 
vanced features,  such  as 
long  file  names  or  cd- 
ROMs  that  start  up  when 
popped  in  a  drive.  In 
addition,  tnie  Windows 
95  progi'ams  are  gener- 
ally a  good  deal  less 
crash-prone  than  the 
ulder  versions. 

My  advice?  Look 
for  the  boxes  cairying 
Microsoft's  "Designed 
for  Windows  95"  logo. 
Although  home  users 
don't  need  all  the 
features  requu'ed  for 
the  logo,  the  words  "de- 
signed for"  are  the  only  way 
to  identify  a  true  Win95 
product.  And  that's  worth 
looking  for.  Because  true 
Win95  software  won't  mn  on 
the  still  dominant  Windows 
3.1,  many  developers  are  in- 
cluding versions  for  both  va- 
rieties of  Windows  (and 
sometimes  a  Mac  version, 
too)  on  a  single  cd-rom.  Win- 
dows 3.1  users  should  check 
out  any  software  with  the 
Win  95  logo  to  make  sure  it 
will  loin  on  their  systems. 

By  next  fall,  plug-and-play 
hardware  and  real  Win95 
software  should  become  per- 
vasive, as  old  progi'ams  are 
rewritten  and  old  hai'dware 
inventories  are  used  up.  If 
you  can't  find  compatible 
products  now — wait.  You'll  be 
glad  you  did. 


BULLETIN  BOAR 


ORGANIZERS 
DIGITAL  DICTATES 

Electronic  organizers  are 
great.  But  when  you're  on  t 
go,  it  would  be  nice  to  be  a 
to  record  a  quick  verbal  no 
If  you  feel  that  need,  a  digi 
voice  recorder  such  as  Tota 
Recall  from  Sycom  Technoli 
gies  Inc.  (1  800  773-2503) 
may  be  just  the  thing.  The 


dimmutive  device,  about  th 
size  of  a  garage-door  open( 
weighs  3.5  ounces  with  bal 
teries.  The  basic  unit  costs 
$150  and  holds  11  minute 
information  in  memory;  oth 
models  hold  up  to  47  min 
utes.  To  record,  push  a  buti 
and  start  talking.  Retrieve 
messages  by  time  of  record 
ing  or  scan  them.  You  can 
also  tag  a  message  to  sour 
an  alarm  at  a  preset  time. 

INTERNET 
TEST-DRIVING  JAVA 

Want  to  see  for  yourself  wh 
all  the  excitement  about  Sl 
Microsystems  Inc.'s  new  Ja 
language  is  about?  If  you 
have  access  to  the  World  W 
Web,  take  Java  for  a  spin  b 
downloading  Netscape  Con' 
munications  Corp.'s  Naviga 
2.0  beta  test  edition  from 
http://home.netscape.ccm 
Versions  are  available  for  a 
flavors  of  Windows,  Mac,  a 
Unix.  Once  the  browser  is  ii 
stalled,  click  on  the  Java  h( 
link  to  get  access  to  such  i 
teractive  test  "applets"  as 
tic-tac-toe  game  (you  can 
beat  the  computer)  and  a 
paint  program. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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As  a  nation  on  the  move,  Portugal 
had  only  one  thing  slowing  it 
down:  the  leaded  gasoline  that 
was  in  its  trucks  and  cars  was 
being  phased  out  to  help  the 
environment.  Unless  it  could 


quickly  build  new  production 
facilities,  the  country  would  have 
to  import  unleaded  gasoline  from 
foreign  suppliers.  The  country's 
leading  gasoline  seller,  Petrogal, 
came  to  Raytheon  Engineers  & 
Constructors  to  build  the  solu- 


tion. Within  a  record-setting  18 
months  they  had  it:  a  state-of- 
the-art  alkylation  facility  that 
made  clean-burning,  high-octane 
gasoline  production  (and  a  stable 
economy)  a  reality. 

Right  now,  petrole- 
um and  gas  companies 
the  world  over  are 
relying  on  our  international 
resource  management  for  their 
new  facilities  and  modernization 
programs.  Having  consolidated 
respected  names  such  as  Badger, 
Ebasco,  and  United  Engineers  & 
Constructors,  we  now  serve  our 


clients  from  more  than  40  offices 
globally  -  making  us  the  petrole- 
um and  gas  industry's  single  source 
for  quality  design,  engineering, 
procurement,  construction,  opera- 
tions, and  maintenance. 

Find  out  what  we  can  do  for 
you.  Tell  us  your  needs  —  we'll  show 
you  how  we  can  make  your  next 
project  a  success.  Call  our  petrolemn 
and  gas  industry  specialists  today  at 
the  telephone  numbers  below. 

Raytheon  Engineers  & 
Constructors 


All  for  a  drive  in  the  country. 


Call  our  petroleum  and  gas  industry  specialists  today  at: 
U.S.  -  713-329-4241,  Asia  -  86-10-463-8031,  Europe  -  31-70-3494004 


Economic  Viewpointi 
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BY  ROBERT  KUTTNER 


BUDGET  CUTS: 

LET  THE  VOTERS  DECIDE 


SENSIBLE: 

Clinton  and 
the  GOP 
sliould  make  a 
one-year  deal 
and  let  the  '96 
election  reveal 
where  the 
public  wants 
the  ax  to  fall 


Robert  Kuttner  is  co-editor  of  The 
American  Prospect  and  author  of  The 
End  of  Laissez-Faire 


President  Clinton  has  now  met  congres- 
sional Republicans  more  than  halfway. 
He  has  agi'eed  to  a  seven-year  timeline 
to  a  balanced  budget  as  well  as  significant 
cuts  in  social  outlays.  He  has  even  accepted 
the  Congi-essional  Budget  Office's  economic 
assumptions,  with  his  own  budget  analysts 
at  the  Office  of  Management  &  Budget  acting 
merely  as  consultants. 

However,  the  two  parties  remain  far  apart 
on  the  details  of  how  to  achieve  the  cuts. 
The  GOP  wants  much  steeper  reductions  in 
Medicare,  Medicaid,  income  support,  and  ed- 
ucation funding  as  well  as  fundamental 
changes  in  the  structure  of  entitlements.  Re- 
publicans also  want  larger  tax  cuts,  with  the 
biggest  breaks  tilted  toward  the  upper  brack- 
ets— making  balancing  the  budget  that  much 
more  difficult.  Based  on  the  latest  economic 
forecasts,  there  is  about  a  $300  billion  to  $350 
billion  gap  between  the  Clinton  budget  plan  of 
Dec.  7  and  the  Republican  plan  that  the  Pres- 
ident vetoed.  The  Republicans  seem  willing  to 
accept  little  more  than  total  surrender  on 
Clinton's  part. 

BALANCING  ACT.  There's  an  outside  chance 
that  the  two  parties  will  be  able  to  reach 
agi'eement  before  Christmas.  If  not,  the  gov- 
ernment will  liu'ch  fr-om  one  short-tenn  fund- 
ing crisis  to  another  Yet  there  is  a  sensible  al- 
ternative, one  that  makes  more  sense  with 
each  passing  day:  The  President  and  the  Re- 
publican Congi'ess  should  agi"ee  to  a  one-year 
budget  deal  to  keep  the  government  nmning 
for  fiscal  year  1996  and  leave  the  details  of 
the  six  remaining  years  to  voters. 

After  all,  both  parties  now  support  the 
same  fiscal  goal  of  a  balanced  federal  budget 
by  2002.  But  there  are  fimdamental  ideologi- 
cal differences  over  which  path  to  pursue. 
Republicans  have  interpreted  their  narrow 
1994  congressional  win  as  a  mandate  for 
sweeping  change.  Yet  as  voters  have  become 
more  familiar  with  the  details  of  the  Repub- 
lican contract,  support  for  it  has  plummeted  in 
the  polls. 

American  voters  evidently  do  not  want 
sweeping  changes  in  Medicare  and  Medicaid 
and  major  cuts  in  education  aid.  Surprisingly, 
most  voters  would  even  give  up  a  tax  cut  in 
order  to  achieve  a  balanced  budget.  As  we 
head  into  an  election  year,  it  makes  far  more 
sense  to  spend  1996  debating  the  two  com- 
peting paths  toward  budget  balance  rather 
than  either  careening  from  one  stopgap  crisis 


to  another  or  locking  in  a  seven-year 

The  longer  the  clock  runs  vrithout  a  se^r 
year  accord,  the  greater  the  likelihooi!  . 
Congress  will  back  into  a  one-year  deal, 
cause  the  Republican  plan  defers  the  hars 
cuts  until  the  last  two  years  of  the  seven-}  a 
plan,  Clinton  can  embrace  nearly  all  of  t ; 
1996  cuts  without  sacrificing  much.  It  \\  i 
be  sensible  for  him  to  do  just  that — and  ti' 
the  more  fundamental  questions  to  the  votj 
Clinton  has  already  signed  appropriations 
representing  64%  of  1996  discretionary  spi 
ing.  So  a  big  part  of  a  one-year  deal  hasp- 
ready  been  accomplished. 
PARTY  DISCIPLINE.  This  year's  budget  debatj 
the  most  consequential  change  in  the  fedl 
role  in  more  than  60  years.  Perhaps  a  masV' 
federal  retrenchment  is  what  the  voters  t:3; 
want.  Perhaps  not.  But  with  the  execute 
branch  controlled  by  one  paity  and  Congresj^ 
the  hands  of  another,  the  presumed  mandate'c 
such  sweeping  revision  is  in  doubt.  Therer 
each  paity  should  take  its  brand  of  budgetlle- 
form  to  the  country,  and  the  1996  eleccii 
should  sei-ve  as  a  popular  referendum. 

More  than  any  election  in  recent  mem';-, 
the  midterm  election  of  1994  "nationalizd 
American  pohtics.  Republicans  offered  ai 
herent  party  progi'am,  with  Newt  Gingrii' 
Contract  With  America  the  manifesto,  'i' 
result  was  almost  parliamentary — a  deget 
of  party  discipline  seldom  seen  in  U.  S.  [li 
tics.  In  1996,  the  other  shoe  will  drop.  We  'p 
expect  the  two  parties  to  campaign  on  rB 
cally  different  approaches  to  the  role  of 
emment  in  American  life  and  on  the  routfti 
fiscal  disciphne. 

As  the  1996  election  draws  nearer, 
"mandate"  of  1994  recedes.  It  is  presumi 
ous,  in  an  election  year  and  with  a  divi 
government,  to  lock  in  a  seven-year  bud 
The  fi-amers  of  the  Constitution  deliberai 
devised  restraints  on  the  passions  of  tenr 
rary  majorities.  We  shall  find  out  next 
vember  whether  Gingiich's  mandate  is  ti 
sient  or  durable. 

By  far  the  best  outcome  would  be  a  cl 
election  win  for  one  party  or  the  other.  ' 
voters  could  then  hold  the  governing  party 
countable  for  the  results.  With  divided  g 
emment,  we  have  the  worst  of  both  world 
intemiinable  wi'angling,  passing  of  blame, 
escalating  voter  cynicism.  And  if  voters  g 
us  divided  government  for  the  rest  of 
decade,  God  save  the  Republic. 
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Queasy  about  investing  overseas? 
Take  two  of  these  and  call  us. 


T 


JANUS  OVERSEAS  FUND 


Average  Annual  Total  Returns 
for  the  Period  Ended 
September  30.  1995 


One  Year 
Life  of  Fund 


16.80% 
12.06% 


(from  inception  -  May  1994) 


JANUS  WORLDWIDE  FUND 


Average  Annual  Total  Returns 
for  the  Period  Ended 
September  30.  1995 


One  Year 
Life  of  Fund 


15.59% 
18.35% 


(from  inception  -  May  1991) 


Lots  of  people  are  queasy  about 
global  funds.  But  diversifica- 
tion is  a  good  idea.  Balance 
your  U.S.- based  investments  by 
putting  some  money  to  work  in 
the  rest  of  the  world.  It 
doesn't  have  to  be  complicated. 
Or  a  test  of  nerves. 

Janus  Overseas  Fund  looks 
for  steady,  long-term  growth 
by  investing  mostly  in  foreign 
stocks.  K1  ph' nger's  rates 
it  a  comforting  2  on  a 
10-point  volatility 
scale.'  That  should  slow 
your  pulse  some. 
Janus  Worldwide  Fund  also  aims 
for  long-term  growth,  by  buying 
stocks  in  both  U.S.  and  foreign 
companies.   Lipper  ranked  it  an 
impressive  #3  out  of  47  global 
funds  for  the  three-year  period 
ended  September  30,  1995.^ 

Feeling  better?  For  fast 
relief  of  overseas  investment 
anxiety,  you  just  have  to  know 
who  to  call. 


Start.  To  think  big, 


Call  1-800-525-8983  ext. 622 


Call  or  send  for  a  prospectus  containing  more  complete  information,  including  expenses 
and  special  risks  associated  with  foreign  investing  such  as  currency  fluctuations  and 
political  uncertainty.  Please  read  it  carefully  before  you  invest  or  send  money. 
Write  to  Janus  Funds.  P.O.  Box  173375,  Denver,  CO  80217-3375.  Or  visit  our  Web  site 
at  http://networth.galt.com/janus.  We  look  forward  to  hearing  from  you  soon. 

^KipHnger's  Personal  Finance  Magazine  measured  the  volatility  of  118 
general  international  stock  funds  for  the  one-year  period  ended  7/3/95  on 
a  scale  of  1  (least  volatile)  to  10  (most  volatile).  Volatility  is  based 

on  standard  deviation  of  total  return.  ^Lipper  Analytical  Services,  Inc.   

rankings  and  fund  performance  figures  are  based  on  total  return,  including 
reinvestment  of  dividends  and  capital  gains  for  the  stated  period.  Lipper 
ranked  Janus  Worldwide  Fund  "19  out  of  115  global  funds  for  the  one-year 
period  ended  9/30/95.  Past  performance  does  not  guarantee  future 
results.  Your  return  and  principal  value  will  vary,  and  shares 
may  be  worth  more  or  less  at  redemption  than  at  purchase.  Funds 
distributed  by  Janus  Distributors,  Inc.  Member  NASD. 
BW  622 


PI  JANUS 
^ FUNDS 

[  $23  billion  in  assets  ] 


Economic  Trends 


BY  GENE  KORETZ 

WALL  STREET 
DEBATES  ITS  FATE 

Is  it  really  different  this  time? 

To  some  observers,  this  year's  sharp 
runup  in  stock  prices,  on  the  heels 
of  the  booms  of  the  1980s  and  early 
1990s,  bears  eerie  similarities  to  the  eu- 
phoria that  prevailed  in  the  late  1920s 
and  late  1960s.  To  others,  it  heralds  the 
emergence  of  a  new  economic  era  that 
spells  continued  strong  equity  gains. 

If  the  first  group  is  right,  the  third 
great  bull  market  of  this  centuiy  could 
be  drawing  to  a  close.  And  the  risks 
are  growing  of  an  extended  market 

DO  STOCKS  STILL 
HAVE  ROOM  TO  RUN? 


MAJOR  BULL  MARKETS 


CUMUUTIVE  REAL 
RETURNS* 

STANDARDS  - 
POOR'S  500-STOCK 
INDEX 


▲  PERCENT     -STOCK  PRICES  PLUS  REINVESTED  DIVIDENDS 
DATA:  THE  BANK  CREDII  AflALrST 

slump,  such  as  those  that  slashed  stock 
prices  by  80%  and  57%  in  real  terms  in 
the  wake  of  the  two  earlier  bull  markets 
of  the  twentieth  centuiy. 

In  a  recent  study,  economist  Martin 
H.  Bames  of  The  Bank  Credit  Analyst 
concludes  neither  view  is  valid.  "A  cor- 
I'ection  may  be  overdue,"  he  says,  "but  a 
major  bear  market  is  not  yet  in  sight." 

To  be  sure,  Barnes  spies  numerous 
signs  of  "speculative  froth"  in  the  mar- 
ket. There  are  now  40%  more  bond  and 
equity  funds,  for  example,  than  there 
are  stocks  on  the  New  York  Stock  Ex- 
change. Margin  debt  recently  climbed 
above  1%  of  gi'oss  domestic  product — 
exceeding  the  previous  postwar  cycli- 
cal peak  reached  just  before  the  1987 
market  crash.  And  cash  reserves  of  eq- 
uity funds  are  close  to  a  20-year  low. 

Other  possible  signs  of  excessive  op- 
timism include  the  record  pace  of  merg- 
ers and  acquisitions,  the  growth  of  per- 
sonal finance  magazines,  and  the  public 
adulation  of  successful  investors  such 
as  Warren  Buffett.  Indeed,  the  very 
claim  that  the  stock  market  has  entered 
a  new  era  echoes  similar  views  voiced 
vidth  passionate  conviction  by  market 


bulls  in  the  late  1920s  and  late  1960s. 

On  the  other  hand,  Barnes  notes  that 
both  the  equity  share  of  household  fi- 
nancial assets  and  the  value  of  new  stock 
issues  as  a  percent  of  gi'oss  domestic 
product  are  still  far  below  previous 
peaks.  And  despite  the  "new  era"  hype, 
almost  as  many  investment  advisers  are 
cuiTently  bearish  as  are  bullish. 

Although  the  current  dividend  yield 
of  stocks  is  very  low,  Barnes  notes  that 
this  reflects  coiporate  decisions  to  forgo 
dividend  hikes  and  to  retain  strong 
earnings.  Indeed,  his  analysis  of  cur- 
rent price-earnings  ratios  and  recent 
earnings  trends  indicates  that  investors 
are  not  anticipating  any  major  earnings 
acceleration  in  the  years  ahead. 

More  important,  Barnes  points  out 
that  major  bull  markets  typically  end 
when  speculation  and  optimism  are  rife 
in  the  face  of  an  increasingly  restric- 
tive monetary  squeeze.  In  light  of  to- 
day's low  inflation  and  sluggish  economy 
and  the  likelihood  of  fiuther  monetary 
ease,  he  predicts  that  "while  the  1980s- 
to-1990s  bull  market  may  stumble,  it 
still  has  some  distance  to  nm." 


PAVEMENT 
POUNDING  101 

It's  still  a  tough  course  for  grads 

College  students  graduating  during 
the  current  academic  year  face  a 
modestly  improved  but  still  difficult  job 
market.  According  to  employers  sur- 
veyed by  Michigan  State  University's 
Collegiate  Employment  Research  Insti- 
tute, hiring  of  new  gi'ads  should  rise 
by  4.7%.  this  year,  a  bit  less  than  in 
1994-95.  But  tliat  still  leaves  hiring  lev- 
els far  below  their  1989  peak. 

"Job  hunting  will  remain  tough,  un- 
friendly, and  quite  competitive,"  says 
CERi  Director  L.  Patrick  Scheetz. 
Average  start- 


mg  salaries  for 
new  graduates 
with  bachelor's 
degi'ees  will  be  up 
just  1.4%.  to  2.9% 
this  year  and  are 
projected  to  run 
from  a  low  of 
$20,154  for  jour- 
nalism majors  to 
a  high  of  $41,182 
for  lucky  chemical 
engineers.  The  av- 
erage starting  pay 
for  newly  minted 
MBAs:  $40,425. 


SLOWING  JOB  GAINS 
FOR  COLLEGE  GRADS 

10   

HIRING  PLANS  OF 
U.S.  EMPLOYERS 


"'"■91^2  '93  '91  '95  '96 
APERCENT  CHANGE  EST 
FROM  PREVIOUS  YEAR 
DATA:  MICHIGAN  STATE  UNIVERSITY 


CLASS  GAPS 
WIDEN  IN  BRITAIl 

The  middle  is  hurting  ' 

The  same  trends  that  have  weakeAS 
America's  middle  class  since  the  is 
1970s  are  apparent  in  Britain,  conteils 
economist  Frederick  R.  Strobel  of  ;.e 
University  of  South  Florida  in  the  cr- 
rent  issue  of  Challenge  magazine. 

From  1979  to  1992,  notes  Strobel,  :e 
top  20%  of  British  households  increa  d 
their  share  of  total  household  incoe 
by  eight  percentage  points,  to  4;?, 
wliile  the  shares  of  the  bottom  20%  ;d 
the  middle  60%  fell  by  four  percentre 
points  each.  The  biggest  gains  wi-e. 
posted  by  the  top  5%,  whose  incos: 
share  ft'om  1979  to  1989  rose  by  m-e 
than  25%,  to  15.3%  of  total  income. 

Developments  adversely  affect  g 
Britain's  middle  class,  says  Strobel,  i- 
clude  a  38%  drop  in  factory  empl-- 
ment  since  1980  and  a  sharp  decline  n 
unionization — from  over  50%  of  ie 
workforce  to  about  37%.  A  merger-ak 
acquisition  boom  has  also  eroded  jol  j 
One  big  difference  fi"om  U.  S.  incoe.' 
patterns  is  that  British  wages  h'<6' 
managed  to  outpace  inflation  over  le* 
past  20  years — a  development  that  St>^ 
bel  attributes  to  its  low  level  of  imi- 
gi'ation  and  higher  (though  reduced)  1'*' 
el  of  unionization.  Like  Germany  jdi 
France,  however,  Britain  has  had  to  jyi 
a  price  for  its  real  wages  gains:  an  u- 
employment  rate  significantly  higlr 
than  America's. 


OLD  furnishing; 

FOR  NEW  DIGS 

A  sales  surge  that  never  came 

Here's  a  puzzle:  Although  sales ■! 
new  and  existing  homes  soaid 
some  22%  between  April  and  Septei- 
ber,  sales  of  furniture,  appliances,  si 
building  supphes — which  usually  elosy 
echo  home  purchases — actually  slowii. 

One  explanation  proposed  by  C  - 
bank's  Economic  Week  is  that  many  ^ 
cent  home  buyers  have  been  people  v,p 
just  barely  managed  to  qualify  foia 
mortgage  with  the  latest  drop  in  mo- 
gage  rates.  Such  purchasers,  say  ts 
bank,  may  not  have  had  much  left 
to  spend  on  extras.  And  sluggish  - 
come  and  job  growth  may  be  prompti? 
other  recent  home  buyers  that  do  hse 
the  wherewithal  to  hold  off  until  te 
economic  outlook  brightens. 
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Introducin 
computer  ii 
you  can't : 
overlo 


Iust  don't  have  the  time  for  power 
problems  on  your  PC?  Don't  worry. 
They'll  always  make  the  time  for  you.  It's  not 
if  a  power  problem  will  occur,  but  when.  Due 
to  household  appliances,  poor  wiring,  bad 
weather  or  even  other  office  equipment,  power 
problems  are  as  inevitable  as  death  and  taxes. 
You  can't  run,  but  you  can  hide...  behind  AI'C. 

In  the  next  three  months,  more 

THAN  30,000,000  PCs  WILL  BE  HIT 
BY  POWER  PROBLEMS... 

Who  needs  power  protection.'  If  you  use  a 
computer,  you  do.  A  study  in  a  recent  PCWeek 
showed  that  the  largest  single  cause  of  data 
loss  is  bad  power,  accounting  for  almost  as 
much  data  loss  as  all  other  causes  combined. 
Every  PC  plugged  into  an  outlet  is  vulnerable. 
In  fact,  you  have  better  odds  of  winning  the 
lottery  than  of  escaping  the  sting  of  power 
problems.  One  study  found  a  typical  PC  is  hit 


MICROSOFT 
WfNDOWS 
COMPATIBLE 


If  computer 
power  problems 
are  the  least  of 
your  worries, 
youVe  got  one 
chance  to  keep  it 
that  way... 


Read  this 


Getthis 


Source  Bell  Laboratt 
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leading  Ciiiisc  of  i 
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What  are  the 
myths  ami 
musts  of  PC 
protection^ 
What  are  the  10 
most  common 
power 
protection 
mistakes^  The 
top  tips  for 
adding 
reliabilitv  to 
your  LANf  Ciet 
your  FREE  copy 
and  find  out! 


FREE  60-pg  Power 
Solutions  Handbook 

I   I  YES!  I'm  interested  in  learning  more  about  APC 
power  protection.  Please  send  the  name  of  my 
nearest  dealer. 

□  No!  But  I  would  like  a  FREE  Handbook. 


Name. 


Title: 


Company  , 


Street/Citv/State 


Phone: 


Fax: 


U,-«r^,^c  r.(  I  IPC  .,c^Ay 


How  APC'S  PATENTED  SaFeShIELD 
DESIGN  PROTECTS  YOUR  EQUIPMENT 


Over  4,000,000 
Satisfied  APC 
Users... 


(     l:,y,„  I  r.;r-  'u-l  hjn.l 
uh.,iil  Al't   ich.lhililx  A 
lr,  f  I  ^'  j,-<-l  llnm  ih,- In.Ksc 
I'Kih  J  hi^hllllNii  hi! 

ilmu!n7jjl'ru.'  in  »'/v 
/;()»>.■  exci  l't  Ihr  liint,-,-U-d 
tnJIIplttfl  I'UinldfJti. 

Mv  Jilvu-e  (>  til  ihi' 
f>ri>ti\  Hull  run  t  .in 
1,11,..  il  - 

Thiy  IS  //••■  /'.■>/  ii,mp„l,-i 
.>■/,(/.■,/;.,/,,/.,/>,■  ;  lure 
i  vi-l  nuilcl  I  Ills  s.ir.  il  nil' 
hiiin-.  ■ 
(  ill  111  h  t'nw 

■■«  ,  inliiiiil  ,,in 
m.iiiili  ii.iiii  I-  I  I  .>/s  //•(■ 
viMi  /'V  II,  rrli.iiis  lit 

Cijiiitmicnt 

Viilfiiiiii  (iimziiliz.  I'tni; 

■■Whrll  .111,  si'U'f, 
pim-n  II  ,„i  ss,-il  „p  jII  //'<■ 
iLil.i  lili-s  II  liiiik  Imii  il.i\- 
tii  ri'i  urn.  liiil  iri-  Jmi't 
U'liirv  jiiyiiii in:  stnt  i  irr 

^iil  ,\ri  " 

I  ii'lV  (  hen 

■  \\  r  iirir  innkmf;  m,  ., 
>L,tr  hid  irlvi,  Ihr  pniir, 
irriil  ..//  M'l   ijrcd  ll-r 
J.IX  .uid  vr.lt  .ii,d 
fiilinr    .ihiiii!  SIHI  Irmrs  ir/ 
d.il.i  ,.„rd  " 
RiW,  Ivi-r 

-A  /.,,„r,  .iiiKrdid 
sti^ilifii.lilt  iLliil.ti^r  til  .lit 
svsliiiis  r\icl>l  //'lis, 
piiilnlrd  l>v  ■U'(  Ihiisc 
,rr,r  i,„d.„n.,vid  - 
C.  Jeffrey 

"Viilrri  irrill  i  ml  irl'llr 
[•I'll  rssiiii;  li.iviiilli  1/  1,1,1 
III,  Al'i   „r  iriiiild  h.irr 
had, I  wjlkiiiif 
Sitzi  Hif(^iisit,i.  OS/  lite 

A         VI  slilKr  iriprd  mil 
the  I  A  I  l.lhlrs  nil  .ill  /■(  > 
III, I  Innlerlrd  In  \r(  . 
\,,lr  h.ii'r  An  ,,ii  .ill.  ■■ 
(  /'li/jy  /^^^^  (  fililiil.  leeli. 

■'Keliiir  I  iHin-lijsrd  ihr 
id's  I  Ihlil  III  /nil  III  .11  Ir.ist 
Urn  Ihiid  diirr^  .il  SllHllt 
W  ill,  Al'l  .  i„i  new  li.iid 
iliirrs  m  lin,  \r.iiil" 
S  I  iiieiii.iil.  I  S/> 


-We  iind  In  heliere.ill 
siiixr  lir,,li-i  Inrs  ireie 
.ihke     liiil  irhrii  ,l  stnim 
hit  erriy  ,.iti.^r  plnterlin 
we  nw'l  tr.l^  Id, urn  e\rept 
fir  \ini:eAiiril   ll\  ih.il 
mill  h  hrttri  ,,}  .1  pindin  I 
Rnxie  .ml  Sheilii  Kimell 


suppressors  (which  prott-ct  solely  against 
hardware  damage)  are  literally  powerless  to 
protect  vour  PC  from  data  loss. 

That's  why  you  need  instantaneous  battery 
backup  power  from  an  APC  Uninterruptible 
I'ower  SuppK  to  prevent  keyboard  lockups, 
data  loss,  and  crashes.  With  an  APC  UPS,  you 
get  si\  times  the  protection  of  a  high-end  surge 
protector  for  little  more  than  twice  the  price. 
And  SI  1''  IS  much  less  expensive  than  false 
peace  ot  mind. 

APC  UPSs  carrv  up  to  a  SiS.OOO  lifetime 
guarantee  against  surge  damage  to  your 
properh  connected  equipment,  and  are 
available  to  suit  any  application,  from 
network  servers  and  PCs,  to  fax  and  satellite 
systems. 

Bulletproof  your  PC  with 

APC'S  FULL  LINE  OF  PROTECTION 

If  N'ou're  strictK  concerned  about 
protecting  your  hardware  from  surges  alone 
(or  are  protecting  nonvolatile  applications 
such  as  home  electronics,  laser  printers)  choose 
trom  AP(  's  Surge.Arrest  series.  APC^'s  surge 
suppressors  provide  the  highest  performance  in 
their  class  on  IF.EH's  qualifying  tests,  and 
feature  APC's  exclusive  SafeShield  design  for 
safe  protection  backed  by  a  lifetime  warranty. 
No  wonder  PCWorld  recommends  SurgeArrest 
tor  maxinuini  protection. 

bor  full  protection,  choose  from  APC's  line 
ot  I Ininterruptible  Power  Supplies.  For  .586 
class  machines,  choose  from  our  2.^0  Volt- 
•Amp  models,  for  4.S(i  and  Pentium,  opt  for 
4()()VA  or  6()()VA.  Recommended  models  give 
between  S-IO  minutes  of  battery  backup. 


Advice  from  the  computer  experts: 


"Don't  take  chances.  Get  the 
ultimate  protection...  from  apc." 

PCWORLD 

"★★★★...Should  be  standard 

EQUIPMENT  on  EVERY  DESKTOP... 

effective,  affordable, 
designed  to  last..." 
PC  Computing 

"UPS  POWER  PROTECTION  HAS  NEVER 
BEEN  CHEAPER  OR  MORE 
CONVENIENT."  MacWeEK 

"a  ups  can  pay  for  itself  the 
first  time  it  saves  your  data." 
MacUser 


ukss 


COMPUTER 


The  best  selling  protection  in  the  world  is  sold  worldwide: 

France  (  +  33)05.39.32.03  •  Germany  (+49)89  958  235  •  UK  (+44)  753  511022 
Middle  East/Africa  (+44)  753  5 II 022  •  Italy  (+39)2  29  40  55  08 
Latin  America  (+1)401.789.5735  •  India  (+91)44  4341784 
Mexico  (+1)525  679  9586  •  Russia  (+7)09  53  66  21  56 
Japan:  (+83)5295  1988  •  (Ireland)  (+353)91  702000 
Visit  us  on  the  Web  at  www.apcc.com!! 


APi^s  unique  SajcShield  design  is  so  advanced,  it's 
been  granted  U.S.  Patent  tt  i42,0S5.  In  addition  to 
a  multistage  protection  package,  SafeShield's  design 
provides  fail-safe  fusing  which  ensures  fire  safety, 
and  catastrophic  event  protection  to  ensure  that 
rijuipine'nt  is  safe  under  any  circumstances. 


APCs 
SurgeArrest 
Scries  offers 
the  hest 
value  per 
dollar  in  the 
industry,  up  to 
$ZS,000 
guarantee  for 
all  protected 
equipment,  and  is 
the  only  surge 
suppressor  to 
offer  patented 
SafeShield  design. 


Safe  AC 
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Raw  AC^ 

howp'er  if  you  desire  more 
runtime,  simply  choose  the  next  larger  model. 
For  sites  with  chronic  bad  power,  opt  for  our 
"PRO"  models. 

Finallv,  network  environments  demand 
PowerC'luite  automatic  shutdown  software, 
while  am  modem,  tax,  or  data  lines  need 
ProtectNet  suppressors  to  prevent  "hack  door" 
surges  from  harming  your  hardware. 

Protect  yourself  or  kick 
yourself... 

It's  been  said  that  there  are  two  types  of 
computer  users;  those  who  have  lost  data,  and 
those  who  are  about  to.  Prevent  the  single 
largest  cause  of  computer  problems  and  )om  a 
fast-growing  third  category:  those  who  protect 
their  PC:'s  with  the  most  reliable  protection  thev 
can  buy:  APC  UPSs. 

Ask  for  AP(;  at  your  favorite  reseller.  At 
just  $114,  an  APC  UPS  is  serious  protection  no 
serious  computer  user  should  be  without. 


AMERICAN  POWER  CONVERSION 

800-800-4APC 

,1  piihliily-traded  company  iNASDAQ:  ,\PCa 
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lAMES  C.  COOPER  &  KATHLEEN  MADIGAN 


EAVY  INVENTORIES  HAVE 

HE  ECONOMY  BREATHING  HARDER 


U.S.t:CONOMY 


t  TOUGH  QUARTER 
FOR  RETAILERS 


94  01V  '95  Ql  II 

UARTERLY  PERCENT  'ASSUMES 

HANGE,  AT  ANNUAL  RATES  0  5%  DEC 

COMMERCE  OEPT ,  BW  RISE 


The  frigid  weather  that  made 
an  early  appearance  across 
ih  of  the  U.  S.  has  raised  fears  that  this  winter 
Id  be  especially  brutal.  Early  1996  also  could  see  a 
1  in  the  economy — one  brought  by  a  prolonged  in- 
tory  adjustment,  not  plummeting  temperatures, 
.s  more  data  filter  in,  it  is  becoming  clear  that  the 
ober  slowdown  was  no  fluke.  The  fourth  quarter  is 
ping  up  to  be  more  sluggish  than  the  third  quarter's 
op.  The  mix  of  the  data  also  suggests  that  the 
ikness  is  likely  to  carry  over  into  the  first  quarter. 

Hiring  is  slowing — and  fac- 
tory payrolls  are  shrinking 
outright.  Businesses  are  deal- 
ing with  higher  inventoiy  lev- 
els than  they  probably  want, 
and  housing  demand  is  run- 
ning out  of  steam.  At  the 
same  time,  consumer  buying, 
though  rising,  doesn't  exhibit 
the  vitality  that  warms  re- 
tailers' hearts.  One  reason: 
Consumers  are  carrying  a 
3rd  amount  of  installment  credit, 
'he  imbalances  evident  in  the  economy  are  not  sig- 
:ant  enough  to  reverse  the  expansion.  As  long  as  a 
lible  budget  deal  is  worked  out  in  Washington,  a  re- 
3ion  is  not  in  the  cards  for  1996  (page  64).  Howev- 
p-owth  in  the  cuiTent  quaiter  and  the  next  will  not 
very  strong.  In  particular,  demand  isn't  rising  very 
iklj,  so  output  growth  will  ease  back  until  invento- 
;  are  more  manageable. 

OFFERS  FICKED  UF  THE  FACE  a  bit  in  Novem 

,  but  the  contribution  of  consumer  spending  to 
!th-quarter  economic  growth  still  looks  only  modest, 
detail  sales  rose  a  solid  0.8%  in  November,  led  by 
liture,  building  materials,  and  a  rebound  in  appai'el. 
A^ever,  the  gain  followed  declines  in  both  September 
October,  and  the  Johnson  Redbook  survey  of  re- 
ars through  Dec.  9  showed  weak  December  sales. 
3n  if  December  buying  rises  0.5%,  fomth-quarter 
3S  will  increase  at  an  annual  rate  of  only  1.7% 
irt).  That  would  result  in  the  weakest  fourth  quar- 
for  retail  sales  in  four  years, 
because  of  steep  discounting,  however,  real  retail 
is — and  thus  overall  consumer  spending — for  the 
irter  vrill  look  somewhat  healthier.  Retailers'  prof- 
may  suffer,  though.  In  November,  the  dollar  value 
sales  was  up  only  3.2%  from  a  year  ago,  a  weak 


WHO'S  HIRING. 
WHO'S  LAYING  OFF 


showing  for  this  crucial  time  of  year  for  retailers. 

Shoppers'  restraint  can  be  traced  to  two  fundamen- 
tal factors  for  consumer  spending.  One,  job  growth 
has  slowed  in  the  second  half.  And  two,  some  house- 
holds are  running  into  credit  problems. 

Nonfarm  payrolls  increased  by  166,000  in  November, 
but  the  Labor  Dept.  cautioned  that  the  top-Une  number 
was  distorted.  An  extra  week  between  sui'vey  periods 
and  new  seasonal  factors  added  69,000  jobs.  Unemploy- 
ment edged  up  to  5.6%  ft'om  5.5%. 

Job  growth  so  far  in  the  second  half  has  slowed  to  a 
monthly  average  of  123,000,  down  fi'om  a  154,000  pace 
in  the  ftrst  six  months.  As  usual,  the  weakest  job  mar- 
ket is  at  the  factory  (chart).  Jobs  there  fell  by  32,000  in 
November,  the  seventh  loss  in  the  past  eight  months. 

Hours  worked  in  manufac- 
turing, however,  held  steady 
at  41.5  houi's,  with  a  hefty  4.4 
hours  in  overtime.  The  long 
workweek  suggests  that  gains 
in  industrial  production  are 
coming  from  increasing  pro- 
ductivity, not  from  adding 
more  workers. 

Not  all  the  labor-market 
news  is  downbeat.  Service 
payrolls  continue  to  expand, 
vrith  197,000  jobs  added  in  November.  The  74,000  gain 
in  retail  trade  was  exaggerated  by  the  seasonal-adjust- 
ment process,  but  even  excluding  store  jobs,  service 
payrolls  rose  a  healthy  123,000. 

As  a  result,  income  growth  remains  sufficient  to 
support  a  moderate  pace  of  consumer  buying.  Wages 
for  nonfarm  production  workers  fell  one  cent  in  No- 
vember, to  $11.58  an  hour.  But  compared  with  year-ago 
levels,  wages  are  rising  by  2.9%  so  far  in  the  fourth 
quarter.  That's  just  a  hair's  breadth  above  the  inflation 
rate.  The  growth  in  houiiy  pay  has  been  above  the  in- 
flation rate  for  three  quarters. 

THE  FROBLEM  for  some  households,  though,  is  that 
debt  is  creeping  into  the  danger  zone — and  some  bor- 
rowers are  faUing  behind  in  their  payments. 

Installment  debt  jumped  by  $10.6  billion  in  October, 
up  shai-ply  from  the  $4.1  billion  gain  in  September.  As- 
suming a  0.5%  increase  in  disposable  income  for  Octo- 
ber— the  actual  data  will  not  be  released  until  Dec. 
21 — then  consumer  debt  outstanding,  now  more  than 
$1  triUion,  would  equal  18.9%  of  disposable  income. 
That's  a  record  high — -surpassing  the  debt  levels  of 
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even  the  credit-crazed  1980s.  And  this  rise  has  oc- 
cuiTed  even  before  the  hoUday  rush  to  "charge  it." 

Not  surprisingly,  the  Mortgage  Bankers  Assn.  re- 
ports that  4.24%  of  mortgages  were  overdue  in  the 
third  quarter.  That's  the  second  quaiterly  rise  since  the 
delinquency  rate  hit  a  22-year  low  of  3.91%  in  the 
first  quarter.  In  addition,  Bankcard  Barometer  reports 
that  credit-card  delinquency  rates  have  been  rising 
throughout  1995,  hitting  4.38%  by  the  end  of  Novem- 
ber, a  21^-year  high. 

Slower  job  growth  and  credit  problems  also  are 
contiibuting  to  the  slowdown  in  home  buying.  New  sin- 
gle-family home  sales  fell  2.7%  in  October,  to  an  annu- 
al rate  of  673,000.  It  was  the  third  straight  decline, 
pushing  the  months'  supply  of  unsold  homes  up  to  6.5 
from  5.5  in  July. 

Looking  ahead,  consumers  are  likely  to  concentrate 
on  paying  down  existing  lous  in  the  first  quarter. 
That's  one  reason  why  household  demand  will  continue 
to  rise  at  a  mediocre  pace  into  early  1996. 

AN  OUTRIGHT  RETRENCHMENT  by  shoppers  is  un 

likely,  but  soft  consumer  demand  suggests  that  the 
current  inventory  adjustment  may  extend  into  1996. 
Manufacturing  inventories  rose  by  0.4%  in  October, 
even  though  factory  shipments  fell  0.4%'.  On  a  yearly 
basis,  inventories  have  been  gi'owing  faster  than  sales 
for  four  months  now  (chart). 


GERMANY 


INVENTORIES  REMAIN 
A  PROBLEM 


Wholesalers  also  are  dealing  with  excess  stock  1( 
els.  Their  inventories  increased  by  0.7%  in  Octobr, 
while  sales  were  dov^m  0.4%.  A  buildup  of  extra  goc^ 
in  the  distribution  pipeline  is  sure  to  double  back  al: 
hit  factories  in  the  form  of  fewer  orders.  That  mesi 
slower  growth  in  output  later  on. 

The  inventory  realignment 
also  means  that  the  Novem- 
ber flareup  in  producer  price 
inflation  will  sputter  out 
quickly.  Producer  prices  of  fin- 
ished goods  jumped  0.5%  for 
all  items  last  month,  and  by 
0.4%  when  food  and  energy 
are  excluded. 

Higher  prices  for  1996  mod- 
els of  new  cars  and  tmcks  ac- 
counted for  most  of  the  nanup. 
But  given  the  so-so  demand  for  motor  vehicles,  thcl 
markups  could  soon  be  wiped  out  by  rebates  and  incd 
tive  packages.  Even  with  the  November  gain,  pij 
ducer  prices  are  up  only  2%  from  a  year  ago 

For  now,  the  inventory  imbalance  does  not  apper 
immense  enough  to  cause  severe  cutbacks  in  prodv- 
tion,  but  the  latest  numbers  draw  sufficient  attentii 
to  the  problem  that  ftiture  data  bear  watching.  Still,  3^ 
long  as  demand  keeps  rising,  any  chill  in  the  econoij 
should  thaw  out  before  the  spring. 
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THAT  SINKING  FEELING  ALONG  THE  RHINE 


Under  the  weight  of  a  strong 
mark,  heavy  taxes,  and  high 
labor  costs,  the  German  economy 
is  looking  surprisingly  weak.  Not 
only  did  real  gi'oss  domestic  prod 
uct  in  the  third  quarter  fail  to 
grow,  but  October  and 
November  indicators 
sti'ongly  suggest  that 
fourth-quarter  GDP  will 
post  an  outright  de- 
cline. Economists  are 
marking  down  their 
growth  projections  for 
1995  and  1996. 

Third-quarter  GDP  in 
Europe's  leading  econ- 
omy showed  an  un- 
healthy mix  of  rising  inventories 
and  falling  demand,  suggesting  a 
budding  inventory  problem  that 
will  weigh  on  future  growth.  Re- 
cent business  surveys  already 
have  reported  that  stock  levels 


GROWTH  SLOWS 
TO  A  CRAWL 
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are  excessive.  Indeed,  in  October, 
industrial  production  fell  1.6%,  or- 
der volume  in  manufacturing 
dropped  2.4%,  and  retail  sales 
posted  a  sharp  4%  drop.  Both  in- 
dustrial output  and  retail  sales 
started  the  fourth 
quarter  below  their 
third-quarter  levels. 

With  factories  now 
cutting  output,  the  in- 
ventory problem 
seems  likely  to  be 
corrected  quickly.  The 
danger,  however,  is 
that  if  demand  weak- 
ens further,  it  will 
drag  out  the  invento- 
ry adjustment  to  the  point  where 
cutbacks  in  output  and  jobs  feed 
back  adversely  on  domestic  de- 
mand. After  November's  42,000 
increase  in  unemployment,  job- 
lessness, at  9.7%,  has  risen  back 


m 


almost  to  the  recession  high  of 
9.8%  hit  in  early  1994. 

Another  risk  factor  is  labor 
strife  in  France,  Germany's  larg- 
est export  market.  The  French 
rail  strikes  are  temporarily  affect-]' 
ing  fourth-quarter  output,  but  the! 
real  threat  is  the  extent  to  which 
French  Prime  Minister  Alain  Jup- 
pe "will  abandon  his  plans  to  re- 
form the  country's  bloated  social- 
welfare  system.  And  if  the  Juppe 
government  actually  falls,  taking 
the  franc  and  chances  for  the  Eu- 
ropean Monetary  Union  with  it, 
German  exporters  will  feel  a  seri- 
ous blow. 

However,  an  all-out  recession 
seems  unlikely.  As  long  as  the 
franc  stands  fi™  and  Bundesbanll 
rate  cuts  weaken  the  mark,  Ger-  i 
many's  export  machine  should 
start  humming  again,  stirring  the 
economy  back  to  life  by  mid-1996. 
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THE  NEXT  REVOLUTION 
IN  COMPUTING  IS  HERE. 


AND  HERE 


120MHz  PENTIUM 
PROCESSOR.  Fly  through  crai  the  most 
comf/lc'i  upf'liculions  with  ease 
Atonl^  2.9v,  the  Penimm'  processo' 
pi'es  you  power  without  sacrificing 
liuttery  life  while  16MB  of  fast 
SYnLhronoiis  DRAM  memory*  maximiies 
system  performance. 


JD  HERE 

HUM  ION 
fERY.  Get  (he  tilrimate 
life  with  up  to  5  flours 
iT^e.  No  otli£r  batten 
Ion'  comes  close. 


JD  HERE 


AND  HERE 

PCI  LOCAL  BUS 
ARCHITECTURE.  PCV: 
architecture  o//ers  the  fastest  levels  of  l  ii/eo 
performance  and  data  throughput.  Plus,  it 
allows  you  to  take  full  advantage  of  all 
Windou's"  95  Plug  and  Play  capabilities. 


j^AND  HERE 

HUCE  11.5  "  DIAGONAL 
COLOR  DISPLAY. 

The  aii'C'iiis|)irmf;  si;e  and 
SOOx  600  resoluiion  of  this 

play  set  a  neic  stanJurJ  m 
soeen  qualitj. 


AND  HERE 

INFR'^RED  PORT. 

Senii  ami  receite  data  « ilhoul  trires. 
Icam  documents  cont'enientK 
through  the  air  to  m/rared-ei/nif>ped 
f>rinters,  and  transfer  files  to  any 
other  lTDA<om|)liant  PC. 


AND  HERE 

STF.R!  O  SOUND.  The  Tecra  700  is  Sound  Blaster 
Pro  ccmiiiiitible  and  plays  .WAV  and  MIDI  sound  files. 
,\  hiiilt-in  micro/ihoiie,  stereo  speakers  ami  integrated 
headphone  'speaker  and  microphone  jacks  complete  your 
mobile  audio  svstem. 


)ULAR  QU.\D-SPEED  CD-ROM. 

ew  SclectSay  architecture  makes  sn'appm,t; 
Itra-Zast,  optional,  QiW-Speed  CD-ROM 
ii^ith  the  modular  floppy  drive  as  easy  as 
ing  a  disk! 


1.2  BILLION  BYTE  (=1.1 5GB)  REMOVABLE 
HARD  DISK  DRIVE.  Eren  uith  all  wur  applications 
loaded,  you'll  still  hare  lots  of  room  /or  graphics,  video  and 
large  datahaie  files. 


Introducing  a  portable  so  advanced,  we  gave  it  an  entirely  new  name:  Tecra"  From  the  modular  K 
design  to  the  uncompromising  power  of  the  Pentium  processor  and  PCI,  Tecra  is  Toshiba  engineering  - 
i  best.  And  with  the  optional  Desk  Station  V,  Tecra  offers  tar  more  expandability  and  high-pertonnance  options  than  on.lin,ir\ 
tops.  Ready  for  the  next  revolution'  Call  1-800-457-7777  for  more  information  or  a  dealer  near  you. 


ECRJ\ 


ECRA  700CT  AND  700CS: 

1.3"  di:i.  color  display  in  your  choice  ot  active  mamx 

:T)  or  DSTN  dual  scan  (CS) 

20MH:  Intel  Pentium'  processor  (2.9\') 

00  X  600  screen  resolution 

4+it  mie  color  support  at  640  x480  externally 

ligh-speed  synchronous  DRAM  memory 

16MB  expandable  to  48MB  on  700CT,  8ME 

xpanJableto40MBon  70)05) 


■  PCI  local-bus  architecture 

•  1.2  Billion  Byte  (=1.1 3GB)  removable  HDD 

•  SeleclBay  tor  modular  3.5"  Hoppy  disk  dri\>e  or 
optional  modular  quad-speed  CD-ROM  drive 

■  Lithium  Ion  banery  (up  to  5  hour  battery  lite) 

■  16-bit  Sound  Blaster"  Pro  compatible  sound 
system  with  .WAV  and  MIDI  sound  support 

■  Built-in  stereo  speakers 

■  Audio  jacks;  headphone/speaker,  micTophone 


■  Two  PC  Card  (PCMCIA)  slots  (tw'o  Type  II  or  one  Type  III) 

•  Infrared  data  port  (lrDA<oinpliant) 

■  Optional  Desk  Station  V:  PCI  Card  Support. 
Plug  and  Play,  Hot  Decking  and  more 

•  Pre-installed  software:  Windows'  95  or  MSDOS' 
with  Windows'  for  Workgroups,  Run  Time  Video 
lor  Windows',  Fn-esse"  software  and  lnde<r  sndeo 

■  .3-year  limited  warranty 

■  Toll-tree  Technical  Support  -  7  days,  24  hours 


Designed  for 

■ 

Microsoft 
Winclows"95 


Pentium 

■  processor 


In  Touch  with  Tomorrow 

TOSHIBA 

Toshiba.  The  World's  Best  Selling  Portable  Computers. 

'700CT  comes  standard  with  16MB  expandable  tu  48MB,  700LS  umics  standard  with  8MB  expandable  to  40MB  All  speatRatiuns  and  availability  arc  '.ubject  todian^e.     1995  Tmhiba  Amenca  Intormatiun  SyMem^,  Ine. 
Intel  Inside  and  Pentium  Processor  L)t;os  are  trademarks  of  Intel  G>rporafion.  All  preniucts  indicated  by  trademark  symboU  are  trademarked  and/or  retjistered  by  their  respective  companies. 
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AUTOS 


BACKFIRING 
AT  FORD 


Dealer  anger, 
Wall  Street  jitters, 
and  profit  pressure 
raise  the  din 


With  sales  of  the  new  Ford 
Tamils  stalKng,  CalifoiTiia  deal- 
ers demanded  a  price  cut  in  a 
December  meeting  with  Ford 
Div.  General  Manager  Ross  H.  Roberts. 
Roberts  refused.  Rebates,  he  said, 
would  undermine  the  upscale  image 
Ford  is  aiming  for  with  Taurus'  sophis- 
ticated new  design.  The  dealers  were 
not  convinced.  "We're  losing  custom- 
ers," grouses  Jim  Landes,  a  Santa  Clai-a 
Ford  dealer.  "They  can't,  or  won't,  admit 
they've  overpriced  it." 

Unhappy  dealers  are  a  symptom  of  a 
much  deeper  malaise  at  Ford  Motor 
Co.  Consumers  have  been  put  off  by 
higher  prices.  Wall  Street  is  griping 
about  its  sagging  profits,  stockholders 
are  nervous,  and  even  Ford's  board  of 
directors  is  said  to  be  gi'owing  restive 
about  the  auto  maker's  flagging  perfor- 
mance. "Ford  has  some  very  serious 
problems,"  says  David  Bradley,  an  auto 
analyst  at  J.  P.  Morgan  &  Co.  "They're 
in  a  downward  spiral,  and  it's  hard  to 
say  when  they'll  pull  out 
of  it."  Adds  one  large 
institutional  shai'ehold- 
er:  "I  don't  think  any- 


one is  happy  with  how  Ford  is  stinking 
up  the  joint." 

Against  this  acrimonious  backdrop, 
Ford  is  overhauling  40%  of  its  U.  S. 
product  lineup  and  35%  of  its  European 
offeiings.  Fii-st,  there  was  Tamns,  which 
suffered  a  22%  sales  decline  vs.  last 
year  in  its  fii'st  two  months  on  the  mar- 
ket and  is  not  meeting  internal  sales 
goals.  A  redesigned  F-150  pickup  is 
coming  in  January,  and  a  restyled  Es- 
cort is  set  to  debut  in  May.  In  Europe, 
a  new  Fiesta  was  launched  in  Novem- 
ber, and  scheduled  for  next  year  is  a 
new  Ka  minicar  designed  for  urban 
driving.  Ford  has  spent  nearly  $9  billion 
developing  the  three  vehicles  for  the 
American  market,  and  nine  of  the  auto 
maker's  20  North  Amei'iean  plants  de- 
pend on  their  success.  "These  vehicles 
are  monumental  in  importance  to  the 
company,"  Ford's  Roberts  says. 
LOCKED  IN.  The  distressing  early  re- 
tiuns  on  Taiuns  liighlight  a  lai'ger  j^rob- 
lem.  Cautious  consumers  are  tui-ning  a 
cold  shoulder  on  Chairman  Alexander 
J.  Ti-otman's  bold  strategy  to  emulate 
Toyota's  engineering  excellence  by  load- 
ing Ford's  vehicles  with  snazzy  featiu'es 
and  stiff  prices.  For  now,  Ford  is  hold- 
ing fast  to  its  Taurus  sticker,  which 
starts  at  $19,150  and  quickly  jumps 
above  $20,000.  It  just  gave  the  new  F- 
150  a  base  of  $15,045— nearly  $1,150 
above  the  '95  price.  But  Ford's  tough 
line  comes  in  a  deal-driven 


market  in  which  even  Toyota  is  sci 
back  and  cutting  prices.  "Ford  is  zig 
while  the  market  is  zagging,"  says 
Casesa,  an  auto  analyst  at  Wertl 
Sclii-oder  &  Co.  "They  are  locked  ii  f^. 


strategy  that  is  not  appropriate  for 
price-sensitive  market.' 

Indeed,  Ti'otman  could  be  forcejiilrt 
adjust  his  gTand  vision  of  topping 
eral  Motors  Corp.  in  sales  and  bes 
Toyota  Motor  Corp.  in  pi'oducts.  Su 
ers,  Ford  insiders,  and  shai'eholders 
say  that  Ford's  board  of  directors 
the  Ford  family  are  pushing  Trot 
to  boost  profitability  and  build  moi 
tum  in  new-product  launches. 

Ti-otman  denies  he's  under  press 
"I'm  getting  along  excellently  with 
board,"  he  says.  Trotman  attributes 


1)  SPIFFY-BUT  IFFY-NEW  PRODUCTS 


<  FIESTA  (EUROPE)  With 
sales  of  545,000,  the  new 
iesta,  which  came  out  on  Nov.  16, 
accounts  for  more  than  a  third  of 
Ford's  European  sales.  But  profit 
prospects  are  slim  since  consumers 
n  the  weak  Euro  market  won't 
onsider  buying  without  a  price  cut. 
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n  of  his  plan  to  Wall  Street's  fixation 
1  short-term  results.  "We're  not  man- 
ig  Ford  Motor  Co.  quarter  by  quar- 
"  he  says.  "We  have  a  long-term 
itegy."  Some  outsiders  think  he's 
it  to  target  younger,  affluent  cus- 
ers  who  now  buy  Japanese  autos. 
u  don't  commit  to  a  multibillion-dol- 
strategy  to  reposition  youi'selves  and 
1  give  it  up  because  you  have  a  few 
^h  quarters,"  says  Arthur  D.  Little 
analyst  Bernard  Campbell.  "You 
e  to  be  patient." 

If  course,  Wall  Street  is  anything 
patient.  Ford  shares  have  fallen 
n  almost  $32  in  mid-October  to  about 
now.  The  driver:  Ford's  68%  decline 
hird-quaiter  profits,  to  $357  million, 
revenues  of  $31.4  billion,  a  scant 
h  profit  margin.  On  Dec.  13,  Ti-ot- 
1  warned  that  fourth-quarter  earn- 
i  would  come  in  below  last  year's 


number  (chait).  Analysts  figiu'e  the  com- 
pany vdll  lose  nearly  $100  million  on  its 
auto  operations.  Some  woriy  that  Ford's 
core  business  will  remain  in  the  red  for 
the  first  quarter  of  next  year.  The  com- 
pany concedes  that  product  launches 
will  keep  its  profits  under  pressure 
through  the  first  half  of  1996. 

Shareholders  are  anxious  for  Ford  to 
recover  the  $2.8  billion  it  poui'ed  into 
developing  the  new  Taurus.  Inside  the 
company,  Taurus'  bloated  price  and  con- 
tent ai"e  symbols  of  Ford's  excesses.  At  a 
suburban  Detroit  center  where  Ford  en- 
gineer analyze  vehicles  by  tearing  them 
apart,  cars  overloaded  with  features  are 
now  referred  to  as  being  "Taurusized." 

Meanwhile,  Ford  staffers  developing 
other  vehicles  are  doing  their  best  to 
distance  themselves  from  the  Taurus. 
Bob  Kiessel,  progi'am  manager  for  the 
new  Escort,  reluctantly  acknowledges 


M  TAURUS/SABLE  Ford  sold 
503,503  Taurus/Sables  in  the  latest 
model  year,  making  it  the  top-selling 
U.S.  car.  But  sales  of  the 
redesigned  model,  launched  on 
Sept.  27,  dropped  16%  in  October 
and  27%  in  November.  Consumers 
haven't  adjusted  to  its  radical  new 
styling  and  near-$20,000  sticker. 

that  his  team  targeted  their  design  to 
match  the  Toyota  Corolla,  similar  to 
Team  Taurus'  rallying  cry  to  "Beat 
Camry."  But  the  Corolla  sells  for  about 
$2,500  more  than  the  current  Escort. 
So  Kiessel  quickly  adds:  "We  will  re- 
main in  the  same  ballpark  [as  the  previ- 
ous Escort]  on  price.  It's  veiy  important 
we  not  lose  our  traditional  customer." 
NEW  ADS.  Still,  Ford  execs  vow  that 
Taimis  will  hit  its  stride  early  next  year 
as  consumers  waiTO  to  its  radical  styling 
and  copious  creature  comforts.  "It  is 
such  a  revolutionary  change  that  people 
have  to  get  used  to  it,"  says  Roberts, 
who  adds  the  original  Tauins  took  about 
a  year  to  catch  on  after  it  was  launched 
in  1986.  But  younger  buyers  were  large- 
ly ignored  by  this  fall's  $110  million  ad 
campaign  for  Taurus,  which  played  to 
loyal  older  customers  with  a  saccharine 
jingle  about  "making  the  dream  come 
tioie."  That  slogan  is  being  dropped  in 
new  ads  coming  early  next  year. 

Some  outsiders  woriy  that  really  fix- 
ing Ford's  problems  may  take  four 
years.  That's  when  Trotman's  global  re- 
organization, known  as  Ford  2000,  will 
be  complete.  The  sweeping  plan  aims  to 
take  an  estimated  30%  out  of  Ford's 
swollen  product-development  costs  by 
designing  cars  on  a  global  scale  instead 
of  regionally. 

Meanwhile,  Trotman  may  have  to  fo- 
cus on  other  issues,  like  how  to  keep 
dealers  happy.  "They've  thrown  conser- 
vatism on  pricing  out  the  window," 
giiimbles  Martin  J.  Mclnerney,  a  Ford 
and  Lincoln-Mercury  dealer  in  South- 
field,  Mich.  Long-term  strategy  or  not, 
its  dealers  have  a  New  Year's  resolu- 
tion: to  force  new  pricing  out  of  Ford. 

By  Keith  Naugliton  in  Detroit  and 
Kathleen  Kerwin  in  Dearborn 


rr/TRACER  Ford  sold  359,138 
his  model  last  year.  Will  a 
id  version,  scheduled  for  May,  be 
/ercome  formidable  competition 
new  Honda  Civic  and  GM's 
d  Chevy  Cavalier  and  Pontiac 


<  F-SERIES  PICKUP  With 
698,000  sold  in  the  last  model 
year,  this  is  the  U.S.'s  best-selling 
vehicle.  The  remake,  due  Jan.  25, 
has  more  creature  comforts,  a 
hinged  third  door,  and  a  softer  ride. 
But  will  buyers  balk  at  the 
$15,045  price— $1,150  higher? 
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CONGRESS 


THE  CROWD 

AT  UNION  STATION 

Some  46  lawmakers  have  thrown  in  the  towel.  A  business  plus? 


From  New  Jersey  to  Texas  to  Ore- 
gon, they're  fed  up  with  partisan 
wi'angling  and  nonstop  money  chas- 
ing on  Capitol  Hill.  They  think  it's  liigh 
time  for  congi'essional  term  limits. 

American  voters?  Nope.  Lawmakers 
themselves.  Fearful  of  gi-owing  public 
disgust  with  Washington's  ways, 
members  of  Congi'ess  are  sud- 
denly rushing  for  the  exits  in 
record  numbers.  Since  last  fall's 
elections,  33  House  members  (24 
Democrats  and  nine  Republicans) 
have  announced  their  retu'ement 
or  resigned.  And  13  Senators 
have  departed,  too  (eight  Demo- 
crats, five  Republicans). 

The  exodus  reaches  far  be- 
yond the  old  or  the  politically 
feeble.  On  Dec.  9,  Representa- 
tive Kweisi  Mfume  (D-Md.),  47, 
a  leading  black  liberal,  an- 
nounced that  he  will  soon  quit 
to  become  chief  executive  officer 
of  the  National  Association  for 
the  Advancement  of  Colored 
People.  "It  was  clear  to  me  that 
I  could  do  much  more  outside 
than  I  could  do  inside  Con- 
gress," Mfume  said  at  the  time. 
Two  days  later,  rising  conserva- 
tive star  Jack  M.  Fields  Jr.  (R- 
Tex.)  stunned  colleagues  by  giv- 
ing up  his  chair  of  the  House 
Telecommunications  Subcommit- 
tee to  return  to  the  family  fu- 
neral-home business  in  Humble. 
"I  missed  my  five-year-old's  fii'st 
step,  her  first  word,  and  her 
first  school  play,"  Fields  an- 
nounced. "It  was  time  to  go  home." 

All  told,  the  departures  "are  a  plus 
for  business,"  grins  gop  lobbyist  Thomas 
C.  Korologos.  Many  of  the  depaiting  Re- 
publicans ai-e  moderates,  who  stand  to  be 
replaced  by  (;op  consei-vatives.  Tlie  Re- 
publicans will  also  likely  profit  from  the 
eight  Democratic  Senate  retirements. 
The  upshot:  improved  prospects  for  tort 
reform,  stringent  caps  on  product-liability 
awards,  inheritance  tax  relief,  more  busi- 
ness tax  cuts,  and  repeal  of  the  Davis- 
Bacon  Act,  which  requires  government 
contractors  to  pay  union-level  wages. 

The  retirees  themselves  share  Uttle 
but  a  common  disgust  vnth  increasing  in- 


civility and  polaiTzation  in  Congi'ess.  HiU 
life  has  become  ever  more  unpalatable 
for  centrists,  who  find  themselves  out- 
numbered by  unyielding  partisans  on 
the  left  and  right.  "The  average  citizen 
primarily  wants  his  or  her  elected  offi- 
cials to  use  common  sense  for  the  com- 
mon good,"  moder- 
ate Senator  Sam 
Nunn  (D-Ga.)  said 
in  announcing  his 
departure,  "but  too 


HELDS:  FAMILY  BECKONS 


Those  leaving 
Congress  span 
the  political 
spectrum- 
and  the  exodus 
may  not  be  over 


often  those  voices 
are  drowned  out 
by  the  extremes  of 

both  parties  who  are  usually  wrong  but 
never  in  doubt."  Adds  Rutgers  Univer- 
sity political  scientist  Ross  K.  Baker: 
"We're  seeing  the  casualties  now.  We 
don't  have  the  guillotine — but  we  do 
have  political  self-immolation." 

Although  the  retirees  span  the  polit- 
ical spectrum,  they  fall  into  several  dis- 
tinct gi'oups: 

■  DIXIE  DEMOCRATS.  Already  this  year, 
Democrats  have  lost  15  Southeni  law- 
makers to  retirement.  Four  more  have 
switched  over  to  the  RepubHcan  Party. 


Most  are  moderate  conservatives 
are  frustrated  at  their  party's  HI 
Hill  leadership  and  worried  abou1 
election.  "The  South  is  becoming  i 
inhospitable  to  Democrats,"  says  Bi 
ings  Institution  congressional  scl 
Thomas  E.  Mann. 

■  THE  UPWARDLY  MOBILE.  Eight  H 
Democrats  have  decided  to  run  foi 
Senate  rather  than  face  another  di 
House  GOP  domination  under  Spe 
Newt  Gingi'ich.  Representative  Rc 
G.  Torricelli  (D-N.  J.)  is  giving  up  a 
seat  to  enter  the  race  to  succeed  i 
ing  Senator  Bill  Bradley.  Repres( 
five  John  Biyant  (D-Tex.)  will  join  I 
ocratic  colleague  Jim  Chapman  in  { 
to  upset  Republican  Senator 
Gramm. 

■  THE  GRAY  WAVE.  Unseemly  qua^ 
on  Capitol  Hill  are  driving  awa.wCHTIVE 

unusually  large  group  of  aging 
moderates.  Among  them: 
ate  Appropriations  Comm: 
Chaii-man  Mark  0.  Hatfiel( 
(R-Ore.);  Senate  Labor  C 
inittee  Chairman  Nancy  Kj 
aum,  63  (R-Kan.);  and  H 
Small    Business  Commi 
Chairman  Jan  Meyers,  67 
Kan.).  "A  lot  of  the  se 
Republicans  have  decided 
are  bit  players  as  the 
'inllahs  take  over  Congrfc: 
says  Representative  Pat) 
Schroeder  (D-Colo.),  who 
nounced  her  retirement  at 
relatively  young  age  ol  mps\!i 
on  Nov.  29.  She  did  not  s  idoapitafe 
what  she  plans  to  do  once 
term  ends. 

■  ONE-TIME   STARS.  Youl 

members  have  even  dec 
they  would  rather  quit 
fight.  Republican  Senator  t  aij 
Brown,  a  promising  fii-st-ter 
wants  to  return  to  Colorad 
age  55.  Representative  Bil 
Brewster  (D-Okla.),  a  54-j 
old  ex-cattle  rancher  and 
fluential  conservative,  sayi 
"always  intended  to  retur 
private  business." 
The  exodus  may  not  come  to  an 
in  1996.  However,  many  of  the  D( 
cratic  Party's  old  lions  are  hanginj 
in  hopes  of  regaining  the  majority 
evicting  Gingrich  from  the  Speal 
chau'.  If  they  fail,  another  massive  v 
of  retirements  in  1998  could  follow.  ' 
body  will  talk  about  term  limits  agi 
says  GOP  lobbyist  Wayne  Valis.  Th( 
no  need  to,  when  lawmakers  d 
themselves. 
By  Richard 


S.  Dimham  with 
Walczak  iii  Washington 
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ECUTIVE  SUITE 


UDGMENT  DAY 
r  BAUSCH  &  LOMB 

I  the  heels  of  a  hostile  meeting  with  investors,  Gill  departs 


I ear  the  end  of  an  acrimonious,  sev- 
en-hour meeting  on  Dec.  6  between 
investors  and  Bausch  &  Lomb  Inc., 
epresentative  from  one  of  the  com- 
i/s  largest  shareholders  stood  up  to 
iress  B&L  Chairman  Daniel  E.  Gill. 

the  past  few  years,  he  said,  the  op- 
1  company  had  lost  $1  biUion  worth  of 
rket  capitalization.  Its  earnings  were 
Dw  1991  levels.  It  had  ceded  market 
re  in  key  sectors.  It  was 
subject  of  a  Securities  & 
change  Commission  inves- 
ition  into  questionable  ac- 
nting  practices  uncovered 
BUSINESS  WEEK.  Yet  Gill 
tinued  to  cling  to  power, 
hat  else  has  to  happen," 
asked  Gill,  "for  you  to  re- 
1?"  After  a  stunned  si- 
ce, the  chairman  stam- 
red  that  he  would  remain 
il  he  lost  the  confidence 
5&l's  board, 
rhat  statement  had  a  shelf  life  of  ex- 
!y  one  week.  On  Dec.  13,  b&l  an- 
inced  that  Gill,  59,  would  retire  by 
rend,  to  be  replaced  by  outside  Di- 
tor  William  H.  Waltrip  as  interim 
irman  and  ceo.  Gill  says  it  was  en- 
ly  his  decision  to  leave.  Waltrip  says 
,  who  had  run  b&l  since  1982,  had 
:ussed  retirement  for  some  time  and 
I  m't  forced  out  at  a  Dec.  12  board 
j  5ting.  But  most  b&l  insiders  beheve 
i  didn't  want  to  go.  Running  b&l  "was 


Dan's  life,"  says  a  former  longtime  exec- 
utive. Indeed,  Gill  recently  told  a  top 
b&l  manager  he  wanted  to  stay  to  clear 
his  name. 

But  fast-moving  events  seem  to  have 
forced  Gill's  hand,  starting  with  a  cover 
stoiy  in  BUSINESS  week's  Oct.  23  issue 
that  questioned  whether  Gill's  insistence 
on  double-digit  growth  at  almost  any 
cost  had  led  b&l  executives  to  falsify  in- 


BusinessWeek 


BUND 
AMBITION 

Liiiuitii  &  Loiiilj  CEO  Oanjel  Uill  pushed  hard 
for  profile.  To  meet  his  goals,  si^me  managers 
pla,ved  fast  and  Imise  with  at't'ounling  principles 
and  ethics.  Here's  how  the  relentless  pursuit  «\ 
results  caused  one 
company's  cullure  to 
spin  outofcnnlrn! 

il 


Besides  being  under 
the  microscope  for  its 
accounting  practices, 
Bausch  &  Lomb  had 
disappointing  finan- 
cial results  in  1995 


voices  and  ship  unwanted  goods  to  cus- 
tomere  while  secretly  assuiing  many  that 
they  didn't  have  to  pay  for  them.  Soon 
after  the  aitiele,  the  company  posted  dis- 
appointing third-quarter  results,  ham- 
mering b&l's  stock.  Investors  had  been 
promised  a  1995  turnaround  after  a  dis- 
astrous 1994,  in  which  earnings  before 
charges  tumbled  54%,  to  $88.5  milhon, 
on  revenues  that  fell  1%,  to  $1.9  bilhon. 

Meanwhile,  b&l's  long-somnolent  board 
was  showing  signs  that  it  was  souring  on 


GILL:  Running  B&L  "was  Dan's  life," 
says  a  former  longtime  executive 

Gill.  Outside  directors  launched  a  probe 
into  the  business  week  allegations  and 
signaled  that  it  wouldn't  be  a  whitewash 
by  hiring  Gary  G.  Lynch,  a  tough-mind- 
ed former  chief  of  enforcement  for  the 
SEC,  to  run  the  investigation. 

Gill's  main  hope  was  a  favorable  re- 
ception at  the  crucial  Dec.  6  meeting  in 
New  York  with  investors  and  analysts. 
In  the  weeks  leading  up  to  it,  top  b&l 
executives  worked  feverishly  to  draft  a 
fresh  turnaround  plan.  But  the  day  be- 
fore the  meeting,  b&l  announced  fourth- 
quarter  earnings  would  be  just  40(Z  to 
50c  a  share,  well  below  the  76g  analysts 
had  been  expecting,  b&l's  stock  dived 
again,  and  livid  shareholders  phoned  di- 
rectors to  demand  Gill's  head.  To  ap- 
pease them,  GiU  announced  a  new  round 
of  expense  cutbacks.  He  also  froze  top 
management  pay  and  offered  to  take  a 
10%  cut  in  his  $1  million  salaiy. 

At  the  Dec.  6  meeting.  Gill  and  his 
lieutenants  presented  their  new  growth 
plan.  At  its  heait  was  a  huge  bet  on  re- 
viving b&l's  flagging  contact  lens  busi- 
ness. Once  the  industiy  leader,  b&l  had 
tumbled  to  No.  3  as  disposable  lenses 
pioneered  by  Johnson  &  Johnson  stole 
market  share,  b&l  proposed  spending 
$200  million — half  its  capital  invest- 
ment— over  three  years  on  new  tech- 
nology to  match  .J&j's. 
LINGERING  DOUBTS.  But  many  attendees 
doubted  Gill  and  his  team  could  pull  it 
off.  One  concern:  .j&j's  cost  advantage 
and  superior  marketing  skills.  The  last 
hour  of  the  meeting  was  dominated  by 
hostile  questions  fr"om  investors,  includ- 
ing queries  about  b&l's  corporate  jets, 
its  costly  new  headquarters 
building,  and  lack  of  a  suc- 
cession plan.  Investors  who 
had  been  clamoring  for  Gill's 
ouster  emerged  feeling  tri- 
umphant. A  week  later, 
when  Gill's  retirement  was 
announced,  the  stock  jumped 
7.1%,  to  about  $40. 

Waltrip,  57,  a  fomner  ceo 
of  Purolator  Courier  Corp., 
insists  he  will  only  be  an 
interim  ceo.  The  main  inside 
CEO  candidate  is  William  M. 
Carpenter,  43,  a  fornier  executive  with 
British  consumer  company  Reckitt  & 
Colman  plc  and  j&j,  who  was  elevated 
to  president  on  Dec.  13.  As  for  Gill,  he 
still  faces  scrutiny  by  the  sec,  which  is 
focusing  on  what  he  knew  about  shenan- 
igans at  b&l's  contact  lens  unit.  Wal- 
trip also  vows  to  continue  the  board 
probe,  which  could  lead  to  more  action 
against  insiders.  The  b&l  tale  may  not 
be  over  yet. 

By  Mark  Maremont  in  Boston 


COMMENTARY 


By  Geoffrey  Smith 

DID  MAGELLAN  MANIPULATE  THE  MARKET? 
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Since  taking  the  reins 
at  Fidelity's  Magellan 
Fund  three  years  ago, 
Jeffr-ey  N.  Vinik  has  pre- 
sided over  one  of  the  mu- 
tual-fund industiy's  most 
remarkable  success  sto- 
ries. With  hundreds  of 
millions  of  dollars  pouring 
in  from  investors  every 
week,  Magellan's  assets 
have  soared  fi'om  $21  bil- 
hon  to  $54  billion.  And  de- 
spite Magellan's  unwieldy 
size,  Vinik  has  maintained 
its  longtime  status  as  a 
top  performer. 

After  such  a  wild  ride,  it 
comes  as  no  surprise  that 
rival  investors  are  begin- 
ning to  wonder:  Does  Vinik 
always  play  fair?  In  recent  weeks,  it 
has  been  alleged  in  The  Washington 
Post  that  the  36-year-old  investment 
whiz  had  talked  up  a  tech  stock  while 
quietly  selling  it.  A  rival  money  man- 
agement firm  also  suspects  Vinik  of 
pushing  up  the  prices  of  key  stocks  in 
the  last  thi'ee  days  of  eveiy  month  to 
boost  his  fund's  return.  Sources  say 
that  the  Secuiities  &  Exchange  Com- 
mission is  reviewing  data  related  to 
the  suspicions. 

TILTED  PLAYING  FIELD?  FideHty  In- 
vestments denies  the  charges,  and 
many  market  pros  seriously  doubt 
that  the  sec  will  find  anything  amiss. 
But  regulators  shouldn't  take  the 
matter  lightly.  The  allegations  speak 
directly  to  the  gi'owing  concern  of 
numerous  market  watchers:  that  Fi- 
delity's unprecedented  power  gives  it 
an  unfair  advantage,  making  it  impos- 
sible for  smaller  investors 
to  compete  on  a  level  play- 
ing field. 

The  Magellan  Fund  has 
enormous  market  clout — 
and  so  do  a  growing  num- 
ber of  other  multibillion- 
dollar  megafunds.  One 
possible  response:  Regula- 
tors could  require  more 
fi'equent  reporting  of  hold- 
ings by  big  funds.  That 
would  help  reassure  in- 
vestors that  the  biggest 
players  aren't  abusing 


foi 


VAST  ASSETS:  Critics  worry  Vinik  has  tinfair  market  clout 


their  power.  Another  idea:  Have  the 
SEC  routinely  monitor  the  trading  of 
large  funds  that  now  make  big 
moves  in  hundreds  of  stocks. 

Fidelity's  holdings  show  how  high 
the  stakes  have  become.  With  $367 
bilHon  in  assets  under  management, 
Fidelity  holds,  at  one  time  or  an- 
other, nearly  every  publicly  traded 
stock.  As  of  Sept.  30,  Fidelity  owned 
5%  or  more  of  863  outfits  and  10%  or 
more  of  330  more  companies,  accord- 
ing to  researcher  Technimetrics. 

Fidehty  has  never  been  caught 
manipulating  stocks — and  it's  doubtful 
that  it  will  be  now.  The  most  serious 
charge  is  that  Vinik  publicly  promot- 
ed Micron  Technology  Inc. — at  the 
same  as  he  was  selling  Micron 
shares:  In  Magellan's  October  annual 
report,  Vinik  said  Micron  was  "still 
relatively  cheap,"  even  though  he 

A  Curious  Pattern  at  Magellan 


THE  FUND  UNDERPERFORMED  THE  S&P 
IN  THE  FIRST  28  DAYS  OF  EACH  MONTH. 


..AND  OUTPERFORMED  IT  IN 
THE  LAST  THREE  DAYS 


-2 


sold  about  10%  of  his  Mi- 
cron holdings  that  month. 
On  Nov.  6,  he  told  f/.S 
News  &  World  Report 
a  December  article,  that 
Micron's  "valuations  are 
still  reasonable."  But 
sometime  in  November,  h 
dumped  most  of  his  Mi- 
cron stake. 

"GARBAGE"  STUDY.  "If  he 

said  one  thing  and  did  an- 
other, it  says  an  awful  lot 
about  the  integrity  of  a 
fund  manager,"  says  Don 
Phillips,  president  of 
Morningstar  Inc.  in  Chica 
go.  But  fund  managers 
have  sprung  to  Vinik's  de 
fense,  saying  their  opin- 
ions on  stocks  can  change 
by  the  minute.  And  James  Pollock,  a 
securities  lawyer  at  Sherburne,  Pow- 
ers &  Needham  in  Boston,  says  Vinil 
almost  certainly  did  nothing  illegal. 

The  other  charge  comes  from  a 
study  by  William  A.  Fleckenstein,  a 
principal  at  Olympic  Capital  Manage- 
ment Inc.  in  Seattle.  It  shows  that 
Magellan's  largest  gains  in  net  asset 
value  in  the  past  four  months  came 
almost  entirely  in  the  last  three  days 
of  each  month.  Fleckenstein  suspects 
Vinik  intentionally  flooded  the  market 
v«th  buy  orders  at  month's  end  to 
push  up  the  value  of  his  most  impor- 
tant holdings.  Kenneth  Heebner,  man- 
ager of  CGM  Capital  fund  and  one  of 
the  industry's  top  managers,  says  the 
study  is  "garbage."  "You  can  push  a 
stock  out  of  line,  but  the  market's  go- 
ing to  push  it  back  down,"  he  says. 
That  may  be.  But  Magellan  has  t( 
consider  its  position  as 
the  most  visible  invest- 
ment fund  in  the  wwld. 
Such  prominence  gives 
Vinik  a  duty  to  be  above 
suspicion.  Investors' 
fears  about  Fidelity  are 
real,  and  it's  time  the  SE( 
finds  out  if  they  are 
justified. 


AUG. 
▲  PERCENT 

DATA:  OLYMPIC  CAPITAL  MANAGEMENT  INC. 
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Smith  wrote  ''Inside 
Fidelity"  business 
week's  Cover  Story  of 
Oct.  10,  19H. 
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rRATEGIES 


IICROSOFT  PLAYS 
HE  NET 

rejiggers  its  online  service  to  lure  millions  of  subscribers  fast 


's  a  major  about-face  for  Bill  Gates, 
n  August,  Microsoft  Corp.  launched 
I  massive  effort  to  catch  up  with 
lerica  Online  Inc.  and  CompuServe 
.  by  offering  Microsoft  Network,  a 
/  proprietaiy  online  sei-vice  accessible 
/  through  Windows  95  software,  msn 
:kly  attracted  600,000  members — not 
lad  start  for  a 
duct  that  was 
;  to  market, 
m.  Gates 
uptly  decided 

was  fighting 

wrong  battle, 
early  Decem- 
,  Microsoft's 
irman  an- 
nced  that  next 
r,  MSN  would 
available  to  all 
the  estimated 
nillion  users  of 

Internet, 
rates'  new  vi- 
1  for  MSN  is 
:;h  more  demo- 
tic. After  the 
ieover  is  com- 
.6,  anyone  who 

'quipped  with  a  Web  browser — not 
,  users  of  Windows  95 — will  be  able 
:lick  onto  msn's  home  page  on  the 
0  and  try  out  the  network's  menu 
services  and  information.  And  con- 
t  providers  can  skip  the  hassle  of 
ig  Microsoft  publishing  software  to 
ign  their-  products  for  msn  in  favor  of 

Internet  publishing  software.  The 
lit:  msn's  menu  of  news,  games,  and 
rices  is  likely  to  expand  ch'amatically. 
.SERS.  But  the  change  in  strategy 
'es  Microsoft  with  far  less  control 
r  its  product.  And  Gates's  shift  isn't 
ugh  to  turn  msn  into  a  standout 
duct.  "Their  plan  isn't  any  different 
n  what  the  other  online  services  are 
ig,"  says  Lon-aine  Sileo,  an  analyst 
market  researcher  Simba  Informa- 

of  Wilton,  Conn.  In  the  past  year, 
ibices  such  as  Prodigy  have  been 
pting  Internet  standards  and  add- 

Web-based  content.  "Most  of  the 


online  services  are  already  looking  at 
the  Internet  the  way  we  are,"  admits 
William  Miller,  director  of  marketing  at 
MSN.  Yet  he  says  Microsoft  is  bettei'  po- 
sitioned to  set  the  pace  on  the  Internet. 
"For  the  cuirently  successful  and  larger 
onhne  services,  it's  harder  for  them  to 
make  the  jump." 


CHANGE  OF  DIRECTION 

Old  and  new  strategies  for  Microsoft  Network 


OLD  STRATEGY 

•  Lock  content 
providers  into  us- 
ing Microsoft  Web- 
publishing  software 

•  Provide  access  to 
Microsoft  Network 
only  through  Win- 
dows 95 

•  Charge  subscrib- 
ers a  monthly  fee, 
plus  extra  for  spe- 
cial areas 


Like  its  rivals,  Microsoft  still  faces 
the  problem  of  making  decent  money 
fi'om  its  Internet  ventures.  Microsoft's 
strategy:  Making  parts  of  msn  free,  but 
charging  fees  on  "exclusive"  content, 
much  like  fees  for  premium  cable  chan- 
nels vs.  broadcast  networks.  Cyber- 
surfers  browsing  through  msn  will  get 
teasers  about  exclusive  products.  Deci- 


sions have  not  yet  been  made  on  what 
will  be  exclusive.  One  possibility  is  on- 
line games,  such  as  Microsoft's  FunjS,  a 
shoot-'em-up  cu-rom  action  title  that 
could  be  played  against  others  online.  Or 
users  of  online-only  products  such  as 
CarSource,  an  automobile-buying  guide, 
could  pay  extra  for  more  detailed 
information. 

Microsoft  also  may  charge  msn  sub- 
scribers extra  for  news  from  its  own 
online  newsroom.  What's  more,  Micro- 
soft will  likely  spend  as  much  as  $200 
million  to  help  nbc  Inc.  launch  an  inter- 
active news  channel  to  compete  against 
Cable  News  Network  in  exchange  for 
an  exclusive  online  distribution  deal. 
"Content  is  the  ultimate  business,"  says 
Gates. 

Not  all  of  msn's 
content  partners 
are  uniformly  en- 
thusiastic about 
the  changes  in  the 
service.  On  the 
one  hand,  large 
partners  such  as 
NBC  welcome  the 
shift.  Besides  the 
all-news  channel 
idea,  nbc:  already 
has  a  wide-rang- 
ing deal  with  Mi- 
crosoft to  produce 
news  and  enter- 
tainment for  msn. 
If  Microsoft  had 
stuck  to  its  own 
standard,  nbc 
would  have  had  to 
develop  its  Internet  content  for  two 
audiences:  those  on  msn  and  those 
viewing  nbc  content  on  the  Web  us- 
ing Netscape.  "Now,  it  gets  cheaper 
and  more  efficient  [to  develop  for 
msn],"  says  Joshua  S.  Grotstein,  gener- 
al manager  of  the  tv  network's  online 
ventures. 

Still  others,  such  as  Cooking  Light 
magazine,  were  taken  aback  by  the 
shift.  "We  had  planned  a  lot  of  refine- 
ments to  our  online  area  with  [Mi- 
crosoft's msn]  software,"  says  Doug 
Crichton,  editor  of  the  food  magazine's 
online  version.  "To  be  honest,"  says 
Crichton,  "We  really  don't  know  what  it 
means."  Yet  if  Gates  gains  the  desired 
clout  on  the  Net,  even  the  skeptics  may 
have  no  choice  but  to  go  along  with  the 
plan. 

By  Paul  M.  Eng  in  New  York,  with 
Amy  Cotiese  in  Redmond,  Wash.,  and 
Kathy  Rebel lo      San  Francisco 


NEW  STRATEGY 

•  Let  content  pro- 
viders use  any 
Internet  publishing 
software,  including 
•lava 

•  Allow  access 
through  any  Inter- 
net browser,  such 
as  Netscape 

•  Develop  new  rev- 
enue sources,  such 
as  online  ads 

DATA,  COMPANY  REPORTS, 
BUSINESS  WEEK 


MSN  becomes  cheap,  accessible,  and  compatible  with 
other  software.  But  can  Microsoft  make  it  profitable? 
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News:  Analysis  &  Commentary 


INVESTIGATIONS 


WHAT'S  THIS  LiniE  FISH 
DOING  IN  SUCH  A  BIG  POND? 

M.R.  Deal's  part  in  a  sweet  underwi  iting  deal  angers  many 

When  the  govern- 
ment proposed  a 
$1.8  bilHon  stock 
sale  to  privatize  the  U.  S. 
Enrichment  Corp.  (USEC), 
the  federal  agency  that 
processes  uranium  ore, 
Wall  Street  was  'dglow 
with  the  prospect  of  fees 
approaching  $80  million. 
Two  dozen  investment 
banks  vied  for  a  share  of 
the  USEC  underwriting 
contract.  But  when  the 
eight  winners  were  an- 
nounced in  November,  one 
was  a  puzzler.  There, 
among  such  heavy  hitters 
as  Memll  Lynch  and  Mor- 
gan Stanley,  was  M.  R. 
Beal,  a  fledgling  minority 
broker  with  scant  equity 
undei"wiiting  experience. 

How    did    tiny  New 
York-based  Beal  get  into 
the  charmed  circle?  The 
USEC  says  it  unofficially 
was  looking  for  a  minority 
firm  to  add  diversity  to 
the  team,  and  that  the  winners  were 
chosen  on  merit.  But  minority  rivals 
say  far  more  qualified  candidates  bid 
for  the  job,  and  that  favoritism  tilted 
the  balance.  "People  are  stimned,"  fumes 
Napoleon  Brandford,  co-chairman  of 
Grigsby  Brandford  &  Co.,  a  San  Fran- 
cisco-based minority  brokerage.  "It's  in- 
credible that  [the  usec]  can  do  this  and 
get  away  with  it." 

PALE  CAPITAL.  Rivals  suspect  that  Mo- 
zelle  Thompson,  deputy  assistant  sec- 
retary for  government  financial  policy 
at  the  Ti'easuiy  Dept.,  steered  the  deal 
to  M.  R.  Beal  &  Co.  over  at  least  eight 
other  minority  fii'ms.  "I'll  have  to  call 
him  and  thank  him,  if  that's  tnje,"  says 
founder  Bernard  B.  Beal,  who  insists 
he  has  no  knowledge  of  any  special  help. 

M.  R.  Real's  specialty  is  muni-bond 
underwriting — not  fioating  big  equity 
issues.  It  has  40  employees  and  a  capi- 
talization of  only  $2.8  million.  The  fimi's 
capital  has  fallen  40%  in  the  past  two 
years,  and  it  has  no  seat  on  the  stock 
exchange.  And  Real's  capital  pales  next 
to  the  other  winning  underwinters:  The 


Trust  Coi-p.  securities.  For  the  past  fc 
years,  Beal  has  been  the  District  of  ( 
lumbia's  co-adviser  on  mimicipal  finan 
But  the  Securities  &  Exchange  Co; 
mission  is  now  investigating  whetl 
the  District  violated  securities  laws 
failing  to  fully  disclose  the  size  of 
budget  deficit  when  it  sold  $250  mil 
worth  of  notes  last  December, 
sources  say. 

DOUBLE  STANDARD?  Beal  defends 
record.  Wliile  the  U.  S.  Attorney's  Ofi 
in  Milwaukee  declined  to  comment 
the  George  investigation,  Beal  says 
was  notified  earlier  this  year  that 
firm  isn't  a  target  of  the  bribery  proi 
Beal,  41,  also  contends  that  the  N 
charge  was  a  procedural  slap  on  t| 
wist  that  pales  beside  the  multimillii 
doUai'  SEC  fines  levied  previously  ag; 
most  of  the  Wall  Street  fii-ms  invol 
in  the  usec  deal.  He  denies  his  firm  ii 
target  of  the  Washington  probe. 

Rivals  say  that  Beal  was  helped 
his  ties  to  Thompson,  who  was  one  of 
members  of  the  undemriter  selecti 
committee.  During  Thompson's  1990' 
tenure  as  chief  counsel  of  three  N' 
York  State  financing  agencies,  M. 
Beal  managed  $2.7  billion  of  the  age 
cies'  muni  underwriting,  according 
Securities  Data  Co.  Thompson  heatec 
denies  the  charge:  "I  was  not  an  ad; 
cate  for  any  fii*m,"  he  insists. 


UPROAR 


Bernard 
Real's  weak  equity- 
trading  experience  and  ties  to  the  selection 
committee  riled  critics.  Sour  grapes,  says  Beal 
"USEC  hired  us  because  we  are  a  good  firm" 


figures  range  from  $78  million  to  $2.8 
billion  for  the  other  seven. 

M.  R.  Beal  also  has  had  its  share  of 
scrapes  with  securities  regulators.  New 
York  City  has  excluded  the  brokerage 
firm  as  an  undeiwriter  since  late  1994. 
The  reason:  City  officials  learned  that 
Beal  was  being  probed  by  the  U.  S.  At- 
torney's office  in  Milwaukee  over  allega- 
tions that  Gary  R.  George,  a  Wisconsin 
state  senator,  accepted  bribes  from 
muni-bond  fii'ms  that  were  angling  for 
state  business. 

In  November,  1993,  M.R.  Beal  was 
censm-ed  and  fined  $8,000  by  the  Nation- 
al Association  of  Securities  Dealers. 
Without  admitting  or  denying  the  ac- 
cusations, Bernard  Beal  settled  the  nasd 
charges  against  his  fuTn  for  allowing  an 
unlicensed  employee  to  sell  Resolution 


Rivals  aren't  satisfied.  "What  do 
that  say  about  our  government's  co: 
mitment  to  competitive  equality?"  ftur 
Muriel  F.  Siebert,  whose  28-year-c 
New  York  equity  fii'm  didn't  make  t 
final  eight. 

Sour  grapes,  Beal  fires  back, 
notes  that  his  fii'm  has  two  resear 
analysts  and  four  traders  who  sell 
million  equity  shares  a  day.  "usec  hir 
us  because  we  ai"e  a  good  funn,"  he  sa; 

The  usec  issue  is  a  plum  deal,  wi 
huge  fees  to  be  divvied  up  among  t 
untlerwriters.  M.  R.  Beal  stands  to  re 
a  tidy  pi-ofit — even  if  Bernard  Beal  fa 
to  dispel  the  controversy  over  wheth 
he  belongs  in  the  gr-oup  at  all. 

By  Michael  Schroeder  in  Washir^^' 
ton,  with  Leah  Nathans  Spiro  in  N( 


I 
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The  Possession  Of  Wealth  Does  Not  Exclude 
The  Possession  Of  A  Conscience. 


Critical  hodv  coiiiponciits  arc  comprised  of  hioh-lciisilc  slccl,  a  stroiio  but  liohl  material 
known  for  its  eiicr{^y-iiiaiiaoino  properties.  II  hile  this  may  seem  like  a  contradiction 
in  terms,  its  a  great  conijort  should  youjind  yourself  in  an  accident. 


Thanhs  to  its  finely  sculptured 
hood  and  body  lines,  the  IS^OCj 
has  a  drao  coefficient  of  O.18 
and  IS  one  of  the  most  aero- 
dynamic luxury  sedans  ever 
built.  II  /)/('/}  means  it  uses  the 
wind  as  wisely  as  it  uses  fuel. 


I'hth  ibo  horses  under  the  hood,  the  LS  ^OO  is  capable  of  tremendous  acceleration . 
Unfortunately,  you  don  't  drive  the  autobahn,  so  we  suggest  you  tap  into  this  power  sensibly. 


The  EPA  estinuites  that  the  IS  ^fOO  will  oel  I Q  miles  to  the  oallon  in  the  city  and  is  miles  to  the 
gallon  on  the  highway'  Earniiio  it  the  title  of  most jucTefficient  I  &  luxury  sedan  sold  in  America. 


The  Tcxus  LSfOO 


At  rhis  )Lincturc  m  aiicomotn  c  hisror\-,  ics  easy  to  make  a  car  more  luxurious,  more  powerful,  more  maneiu  erablc 
-'articularly  li  you're  willmg  to  o\  erlook  the  additional  demands  m  wei^^hr,  size  and  resource  consumption.  The  true  bench 
nark  oi  achie\  ement,  therefore,  is  enameenno;  an  automobile  that  can  induls^e  all  the      X^^N  ^ 


■enses,  especially  one's  sense  of"  responsibility.  Its  etiginccrino  accordiito  to  the  laws  of  Lcxits. 


The  Relentks.s  Pursuit  Of  Perfection. 


saws  UuL,.  4  ll,m,„„  11/  luumi  .So/pv,  (f.S,  4..  l,ir_  Lexia  remimL,  „m  l„  „  ,;u  „-ull,rll,  m,l„l,^  all  ^pml  laws.  Fm  iht  drnlrr  aeareM  ymi.  mil  SUULISALEXUS  l8UIJ-872-3.mi.  'luur  nnleagr  ir 

Spp  \  i,iir  Le\u^  limlri  li,r  ili  niil,  "\!iiiirimi}i  /  ni radiiLS  liased  im  EPA  fsltmalfd  highwa)  mpg  and  22.5-gallun  fltelcaftat  il}. 
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DISEASES 


MAD  COWS 
AND  ENGLISHMEN 

Worries  over  a  deadly  ailment  butcher  British  beef  sales 


It's  tough  being  a  beef  eater  in 
Britain.  TV  images  of  demented,  wob- 
bly-legged cattle — victims  of  a  lethal 
illness  dubbed  mad-cow  disease — have 
invaded  living  rooms  since  1986.  But 
government  officials  insisted  that  the 
disease  was  no  threat  to  humans.  With 
such  assurances,  beef  remained  on  most 
dinner  tables,  and  the  disease  returned 
to  the  back  burner  of  Britain's  concenis. 

Not  anymore.  Nine  years  after  scien- 
tists first  identified  bovine  spongiform 


want  the  ban  extended  to  additional  or- 
gans. Eiu-opean  fanners  ai'e  asking  theii' 
governments  to  halt  imports  of  British 
beef.  And  thousands  of  English  schools 
have  removed  beef  fi'om  lunch  menus. 
Meat  sales  in  shops  are  off  by  15%,  and 
auction  prices  for  cattle  have  dropped 
through  the  slaughterhouse  floor. 

Other  countries,  including  the  U.  S., 
share  Britain's  concerns.  "We  need  to 
monitor  this  veiy  cai-efully,"  says  Robeil 
Howai-d,  a  spokesman  for  the  U.  S.  Cen- 


encephalopathy,  public  fears  TAINTED  HERDS:  To  figl/t  ters  for  Disease  Control  & 
that  the  mysterious  BSP:  llie  epidemic,  infected  Prevention.  The  big  fear: 
agent  might  be  infecting  hu-  animals  are  destroyed     an  outbreak  among  cur- 


mans  have  reached  a  fever 
pitch.  Two  British  teenagers  died — in 
April  and  August — of  a  brain-devour- 
ing ailment  eerily  similar  to  bse.  Called 
Creutzfeldt-Jakob  Disease,  this  nasty 
human  malady  has  been  around  for 
decades:  It  killed  choreogi'aj^her  George 
Balanchine  in  1983.  But  it  noiTnally  af- 
flicts only  tiny  numbers  of  middle-aged 
and  elderly  people.  In  Britain,  however, 
c.JD  fatalities  not  only  are  occurring 
among  the  young,  but  have  doubled 
since  19N.5,  to  .55  cases  last  year 
NO  MORE  LIVER.  Such  scary  statistics 
have  raised  fears  that  bse  can  pass  fr-om 
cattle  to  humans.  The  government  al- 
ready bans  the  use  in  foodstuffs  of  cow 
brains  and  certain  other  organs,  in 
which  BSE  is  most  apt  to  lurk.  Now, 
some  top  British  scientists  and  doctors 


rently  BSE-fi-ee  U.  S.  cows. 
There  is  no  evidence  that  BSE  can 
make  the  jump  from  cow  to  human. 
Even  so,  former  British  government 
health-care  adviser  Dr.  Bernard  Tom- 
hnson  recently  revealed  that  he  no 
longer  eats  hver.  Nor  does  he  eat  ham- 
burgers or  meat  pies — which  could  in- 
clude ground-up  brains  and  other  or- 
gans. These  parts  of  the  carcass, 
scientists  say,  may  harbor  the  infectious 
agent — believed  to  be  a  rogue  protein 
called  a  prion.  Such  proteins,  which  con- 
tain no  DNA  but  nevertheless  seem  to 
propagate  in  organs  and  brains,  are  not 
deactivated  by  cooking.  Worse,  there 
are  no  vaccines  or  cures  for  the  dis- 
eases they  cause. 

This  much  is  known  about  the  Biitish 
epidemic:  Cattle  were  probably  afflicted 


after  being  fed  ground  sheep  carcass 
infected  with  scrapie,  a  sheep  diseatl 
similar  to  bse.  In  1988,  after  cows  sta[j 
ed  dying,  the  government  banned  t^ 
use  of  cattle  and  sheep  in  animal  feii 
and  ordered  the  slaughter  of  any  beja 
with  BSE  symptoms.  But  seven  ye£)( 
and  150,000  bse  cases  later,  300  cow^ 
week  ai-e  coming  down  with  the  diseaj.; 
Most  peii)lexing:  Cattle  bom  after  19"; 
which  presumably  didn't  eat  infectl 
feed,  have  conti'acted  the  disease. 
BUM  STEER.  The  European  Union  a 
has  banned  the  feeding  of  cow  a 
sheep  carcasses  to  animals.  But  t,» 
U.  S.  has  not  done  so,  complains  RichaiD 
F.  Marsh,  a  University  of  Wisconsin  Si 
imal-health  professor,  despite  many  c^: 
es  of  sheep  scrapie.  "This  is  a  practiS 
we've  got  to  stop,"  he  says.  I 
The  seeming  increase  in  cjd  may  il* 
suit  fi-om  better  reporting  of  cases.  Bi 


STAMPEDE 

1986  The  first  cases  of  bovine 
spongiform  encephalopathy  (BSE), 
nicknamed  mad-cow  disease,  show 
up  on  British  farms 

1988  Britain  begins  slaughtering, 
then  mcinerating  diseased  cattle 

1990  To  quell  fears,  then-Agricultuj 

ral  Minister  John  Gummer  has  his 
daughter  eat  a  hamburger  on  TV 

NOVEMBER,  1995  Alarm  spreads 
with  a  report  that  four  farmers  died  ' 
from  a  disease  similar  to  BSE 

DECEMBER,  1995  1,000  schools 
remove  beef  from  lunch  menus 

Sheila  Gore,  a  biostatistician  at  Britaij> 
Medical  Research  Council,  says  therp 
only  a  l-in-10,000  chance  that  the  fct 
farmers  who  have  died  in  the  past  this 
years  represent  a  normal  incidence  f 
the  disease.  More  worrisome  are  tis 
deaths  of  the  two  teenagei's.  There  ha^ 
been  only  four  other  I'ecorded  cases 
CJD  among  teens  in  Europe  and  t 
U.  S.  Still,  given  the  long  incubation  { 
riod  for  the  disease,  "it's  going  to 
many  years  before  we  know  if  hum|i! 
health  has  been  compromised,"  says  1 
Will  Patterson,  a  British  public-hea 
specialist. 

For  Britain,  the  big  question 
whether  to  ban  human  consumption 
all  beef  brains  and  other  organs — ai 
risk  slaughtering  Britain's  beef  indi 
try.  The  more  Britons  swear  off  beQ 
the  less  relevant  such  a  ban  becomes 

Bu  Heidi  Daivley  in  London,  wA 
John  Care  If  in  Washington 
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JEAGLES  HOTEL  Auchterarder  Perthshire  PH31 NF  Scotland 


ONE  OF  THE 

VIEWS  FROM  OUR 

PRESTIGE  CLASS 

JUST  CLOSE 

are  seated  in  an  area  other  air- 
lines reserve  for  First  Class 
passengers.  It's  just  one 
more  pleasant  surprise 
you'll  find  on  Korean  Air, 
and  one  more  reason  you 
should  fly  witti  us. 


YOUR  EYES 

If  your  view  in  Prestige  Class  seems  just  a  little  more  expansive 
than  what  you're  used  to,  it  may  be  the  full  42  inches  of 
uninterrupted  space  you  are  stretching  out  in.  Or,  the  fact  you 


n  M  n  vn  1 1  r  i  m  a  n  i  m  a  t  i  o  m 
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SPEED 
L/M/T 


TRENDS 


DO  YOU  HAVE  THE  FEELING 
THAT  YOU'VE  BEEN  HERE  BEFORE? 

Well,  you  have.  Good  grief,  even  Nixon  is  back 


■ 


I 


Call  it  deja  vu.  The  inid-Nineties  are  looking  a  lot  like 
the  mid-Sixties.  U.S.  troops  are  headed  for  a  rela- 
tively obscure,  war-torn  countiy,  the  Beatles  and  007 
are  hot,  and  inflation  hardly  exists.  Commies  are  mak- 


CLICK!  CLICK! 
CLICK!  MMM! 
MMM!  MMM! 


WHAT'S  IN 


ing  a  comeback.  Protein  is  edging  out  carbohydrat 
New  York  is  looking  like  Fun  City  once  more.  A 
no  one  is  ashamed  of  being  spotted  in  a  bar.  E\ 
Nixon  is  back  in  the  limelight.  Keep  the  faith 


WHAT'S  OUT 


BUSINESS 


Deflation 
Stock  pickers 
Change  management 
Strikebreaking 
Stock  deals 
Airline  mergers 
Bank  mergers 


Inflation 

Index  funds 

Reengineering 

Worker  empowerment 

Cash  deals 

Fare  wars 

Bank  branches 


so  IN  THEY'RE  ALMOST  OUT 


ALTOIDS 


netW 


760Z(' 


WAKE-UP 
CALL  FOR 
THE  MOUTH 


STOKE  GORGEOUS 


Cable  news 

60  Minutes 

Sears 

Kmart 

Java 

Windows  95 

BMW  Z3 

Mazda  Miata 

SOCIAL  TRENDS 

Beatles 

Michael  Jackson 

James  Bond 

The  CIA 

Spike  heels 

Running  shoes 

Bagels 

Croissants 

Protein 

Carbohydrates 

Sharon  Stone 

Demi  Moore 

Jane  Austen 

Joe  Eszterhas 

Cleveland 

Cleveland 

Altoids 

tic  tacs 

Blue  M&Ms 

Snapple 

New  York 

Seattle 

Bars 

Starbucks 

Books 

Videos 

Faith 

Cynicism 

POLITICS 

Nbcon 


Economic  nationalism 
Social  Darwinism 
Steve  Forbes 
Flat  tax 
Gridlock 
Voluntary  retirement 
Peacekeeping 
Old  Communists 


Gingrich 
Free-trade  agreements 
Social  welfare 
Ross  Perot 
Value-added  tax 
Republican  Revolution 
Term  limits 
Isolationism 
Lech  Walesa 


Edited  by  Edward  C.  Baig 
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THE  LIGHTS  ARE  ON,  BUT. 


dR  RIKINFC,=;  WFFK  /  nFr.FMRFR  iqqs 


'  Patricia  Kaneb,  CEO 
Priscilla  of  Boston  < 


m  vow  TO  HonioR  aimo  PRciTCfpr  «4er  10,000  tiivies  a  year. 

\ 

most  women,  a  wedding\dress  is  a  once-in-a-lifetime  purchase.  To  Priscilla  of  Boston,  it's  the  mainstay  of  a  i 
:y-year-old  business  that  s^Us  1 0,000  nuptial  gowns  each  year.  And  to  make  sure  that  the  company 
:d  properly,  Priscilla  of  Boston  turns  to  Chubb.  For  Priscilla's  five  stores  and  one  factory,  Chubb  proposl 
ique  package  of  protection  that  not  only  covers  the  cost  of  goods,  but  their  selling  price  as  well.  As  one  c4 
t  world's  leading  business  insurers,  Chlkbb  has  more  than  112  years  of  experience — along  with  the  highest 
ings  for  financial  strength — to  make  uS:  a  loyal  partner  to  businesses,  big  and  small  worldwide.  What  can 
mbb  do  for  your  business?  Ask  yoyr  independent  agent  or  broker,  or  call  1-800-36  CHUBB. 


SURE 

lUR  WORLD 
ITH  CHUBB 

iromotional  purj^oses,  Chubb  refers  to  member  insurers  ot  theChubb  Group  ot  1 
litions  and  exc.lusi<)ns  of  the  policies  as  issued.  Coverage  may  apt  be  available  i 
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ce  Companies  underwriting  ct^verage.  The  precise  coverage  offered  is  subject  to  the  ter 
dictions,  Chubb  Group  of  Insurance  Companies,  Box  1615,  Warren,  NJ  07061-1615. 


News:  Analysis  &  Commentary 


THE  HOLIDAYS 

THE  WORLD  IS 
THEIR  FRUITCAKE 

Nobody  admits  to  eating  it, 
but  a  Texas  bakery  sells  tons 

It's  10:30  a.m.  on  a  late  November 
day,  and  Collin  Street  Bakeiy  in  Cor- 
sicana,  Tex.,  is  buzzing.  In  the  lobby, 
about  10  people  wait  in  line  to  place 
cake  orders.  Nearby,  about  120  women 
packed  into  a  few  hundred  square  feet 
place  cherries,  pineapples,  and  pecans 
on  top  of  the  hundreds  of  cakes  rolling 
off  a  conveyor  belt.  On  the  second  floor, 
40  operators  handle  a  flood  of  calls. 
In  all,  some  15,000  orders  will  pour  in 
today. 

So,  what  cake  whips  up  such  euphoria 
at  this  time  of  year?  Fruitcake,  of 
course — that  holiday  confection  that 
eveiybody  loves  to  hate.  'Tis  the  season 
of  fruitcake  ft-enzy,  and  the  Collin  Street 
Bakery  is  in  the  thick  of  it.  The  firm, 
which  will  celebrate  its  100th  anniver- 
sary in  1996,  is  the  largest  fruitcake 
mail-order  emporium  in  the  world.  This 
year,  closely  held  Collin  Street  will  rack 
up  sales  of  $32  million,  chum  out  some 
33,000  fruitcakes  each  day  in  the  12- 
week  stretch  before 
Christmas,  and  ship 
more  than  1.5  million  of 
the  nut-packed  desseils 
around  the  world. 
RUM  DEAL.  Thats 
enough  finitcake,  maybe, 
to  challenge  the  Fi'uit- 
cake  Theoiy.  Populai-ized 
by  New  Yorker  writei' 
Calvin  Ti'illin,  it  says 
there  is  really  only  one 
fruitcake  in  the  world. 
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LET  THEM  EAT  CAKE: 

This  year,  sales  will 
reach  $32  milUoyi 

which  is  passed 
around  from  family 
to  family  each 
Christmas.'  Ti-illin 
says  he  doesn't  hate 
fruitcake — "I  just 
don't  eat  it."  I  guess 
I  should  fess  up:  I'm 
no  fruitcake  fan  my- 
self. For  one  thing, 
I'm  suspicious  of 
those  gi'een  and  red 
bits.  Also,  every 
Christmas  for  as  long  as  I  can  remem- 
ber, my  mother's  aunt  baked  our  family 
a  fruitcake.  Hard  as  a  rock,  its  only 
saving  gi-ace  was  the  healthy  dose  of 
rum  poured  into  the  mix. 

Yet  fruitcakes  are  serious  business 
in  this  Texas  town.  Although  95%  of 
Collin  Street's  business  is  by  mail,  ceo 
L.  William  McNutt  Jr.  says  about 
250,000  people  a  year  visit  the  bakeiy, 
where  coffee  costs  a  dime  and  samples 
are  fi-ee.  Orders  pour  in  from  around 
the  world,  sometimes  addressed  simply 
to  "Fniitcake,  Tex."  The  400,000  mail- 
order customers  include  everyone  fi'om 
Princess  Caroline  of  Monaco  to  comedi- 
an Dom  DeLuise. 

Founded  in  1896  by  German  baker 
August  Weidmann  and  Corsicana  entre- 
preneur W.  Tom  McElwee,  the  bakery 
stumbled  into  mail  order  when  John 
Ringling  and  his  famous  circus  troupe 
visited  the  town.  Ringling  requested 
that  cakes  be  sent  to  fans  and  family 
around  the  world.  Later,  in  1946,  Bill 
McNutt's  father  purchased  the  bakery 
and  expanded  the  business. 

What  is  it  about  the  Collin  Street 
fruitcake  that  invokes  such  loyalty?  Mc- 
Nutt attributes  it  to  11  "quality"  ingre- 
dients. To  ensure  supply  and  quality, 
the  company  has  its  own  pineapple  plan- 
tation in  Costa  Rica  and  its  own  pecan- 
shelling  plant  in  Corsicana.  "There's  no 
big  secret,"  says  McNutt. 

Maybe.  But  the  trick  is  to  put  those 
ingredients  together  in 
the  right  proportions — a 
skill  that's  sui-ely  eluded 
many  fruitcake  makers, 
like  my  aunt.  She  passed 
away  last  March  and  will 
be  dearly  missed  this 
Christmas.  Not  to  worry 
about  the  fruitcake, 
though:  I'm  bringing  one 
home  ft'om  Corsicana. 

By  Stephanie  Ander- 
son Forest  in  Corsicana 


TOYS 


THE  EMPIRE  Vc. 
STRIKES  AGAIN 

18  years  later,  Star  Wars  is 
once  more  a  marketing  sma 
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The  Skywalkers  and  Chewbac : 
have  been  snapped  up.  Han  S 
too.  Power  Rangers?  Losing  po\ 
Ninja  Turtles?  Turtle  soup.  Instead 
empire  is  striking  back,  sending  ] 
ents  across  the  U.  S.  scouting  franti 
ly  for  Star  Wars  action  figures. 

That's  right.  Star  Wars.  The  marl 
ing  juggernaut  that  once  flooded  the 
tion  with  products  based  on  the  mc 
is  back  with  new  figures,  videotaj 
and  games.  Tliis  Chiistmas,  childi-en 
bora  when  Obi- Wan  Kenobi  talked  al 
the  Force  have  been  sold  on  the  id(  ^  ^™ 
FIVE-YEAR  PLAN.  Since  the  August  f)'' 
release  of  the  videotapes,  consumer  h 
bought  more  than  16  million  copies.  G 
puter  games  coiinected  to  the  fljcks  s  ^^^"^ 
as  Rebel  Assault  are  hits,  too.  With 
megatoy  rivals,  the  action  figures,  m 
by  Hasbro  Inc.,  rank  thii'd  on  Plmjthi 
magazine's  an 
list  of  hot  toy 
first  among  th 
geared    to  b( 
"When  there 
some  kind  of., 
commodity,  chile ' 
revert  to 
brands,"  says  ivfwihigftsi 


to-aEd  tl 
to  siiccee( 


rill  Lynch  & 
analyst  Ei"ic 
Katzman. 

The  return 
Star  Wars  is  a 
liberate  five-y 
CHEWBACCA:  campaign,  masi 

A  Hasbro  hero        minded  by  direc 
George  Lucas' 
casFilms.  A  20th-anniversary  editioi*'Pl 
Star  Wars,  including  scenes  cut  fi"om 
original,  will  open  in  theaters  in  V 
Stalling  in  1998,  one  new  Star  Wars 
a  year  will  appear  for  thi'ee  years. 

To  kids,  the  Star  Wars  stuff  is  sin 
cool.  Max  Denby,  a  New  York  sevei 
grader  born  just  after  Return  of 
Jedi  opened,  watches  the  video 
plays  the  games.  ''Star  Wars  has  a  : 
adventure-movie  sense  to  it,"  he  s! 
expressing  wonder  anything  so  old  c( 
be  so  good.  If  the  marketers  have  tl 
way,  Denby  and  his  pals  will  be  hoo  ^jspj; 
on  Star  Wars  well  into  the  next  cento 
By  David  Leonhardt  in  New  1 
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Business  This  Week 


FED  BY  THANE  PETERSON 


ILVY  &  MATHER'S 
RESS  APPARENT 

AN  ON  THE  move:  SHELLY 

irus,  the  ad  exec  credit- 
^^ith  snaring  the  giant 
account  for  Ogilvy  & 
her  in  1994,  was  named 
ident  of  Ogilvy  &  Math- 
Vorldwide,  which  over- 
272  o&M  offices.  The 
e  comes  as  more  compa- 
,  including  Bayer  and 
•ate-Palmolive,  are  con- 
ating  global  advertising 
me  agency.  "The  con- 
er's  perception  of  the 
d  is  actually  very,  very 
h  the  same  around  the 
d,"  says  Lazarus,  48.  "It 
es  sense  to  use  a  single 
icy."  Lazarus  now  is 
I  to — and  the  front-run- 
to  succeed — o&M  ceo 
'lotte  Beers,  59. 


LOSING  BELL 


IE  COSTLY  CHILL 

ly,  it's  cold  outside.  And  it 
n  will  cost  more  to  stay 
m,  especially  on  the  East 
ist.  On  Dec.  12,  prices  of 
ting-oil  futures  jumped  to 
month  highs  on  the  New 
i  Mercantile  Exchange  be- 
se  of  the  recent  big  chill 

low  inventories.  A  gallon 
leating  oil  for  January  de- 
ry  was  56.80  on  Dec.  12, 
15%  from  Oct.  2.  Some 
ikthe  hikes  won't  last. 

New  York  dealers  see 
let  prices  rising  5^  per 
ton  there  within  weeks. 


.       PRICE  OF  HEATING  OIL 
PER  GALLON 

i  FOR  DELIVERY  A  MONTH  LATER, 


OCT  2. '95  DEC  12, 

CENTS  PER  GALLON 

t  PUn'S.  THE  COMMODITIES  DIVISION  OF  S&P 


A  BIG  BANG  FROM 
BANK  OF  BOSTON 

BANK  OF  BOSTON  CHAIRMAN 

Charles  Gifford  accomplished 
in  four  months  on  the  job 
what  his  predecessor,  Ira 
Stepanian,  couldn't  do  in  eight 
years:  make  a  big  acquisition. 
On  Dec.  12,  Bank  of  Boston 
agi'eed  to  pay  $2.2  billion  to 
buy  BayBanks,  New  Eng- 
land's premier  retail  bank, 
with  $11.5  bilhon  in  assets. 
The  deal  lays  to  rest  long- 
standing concerns  that  Bank 
of  Boston  would  be  left  as  a 
second-tier  player  once  the 
latest  wave  of  bank  consoli- 
dation ends.  But  the  combined 
banks  themselves  could  be  an 
alluring  takeover  target. 

CIGNA  GETS  NO 
BREAKS  IN  MISSOURI 

CIGNA'S  EMBATTLED  PLAN  TO 

spUt  its  property-and-casualty 
company  in  half — with  one  in- 
active unit  to  hold  billions  of 
dollars  in  asbestos  and  envi- 
ronmental liabilities — has  run 
into  still  more  trouble.  Mis- 
souri insiffance  regulators  say 
the  plan,  as  designed,  would 
be  illegal.  A  letter  to  cigna 
dated  Dec.  7  and  obtained  by 
BUSINESS  WEEK  on  Dec.  13 
says  such  a  plan  needs  ap- 
proval by  Missouri  regula- 
tor— not  just  those  in  cigna's 
home  state  of  Pennsylvania — 
and  would  be  subject  to  ap- 
proval by  policyholders  in 
Missouri.  CIGNA  insists  it  does 
not  need  the  state's  approval. 

AT  BOEING,  A  POLITE 
W  CAN  PAY  OFF 

SOMETIMES  A  UNION  IS  WISE 

to  take  a  hard  line.  On  Dec. 
11,  three  weeks  after  32,000 
striking  machinists  rejected  a 
deal  signed  by  Boeing  and 
union  leaders,  the  aircraft 
maker  came  back  with  more. 
Workers  will  get  an  extra 
6.5%  in  bonuses  during  the 
next  two  years,  for  a  total  in- 


HEADLINER:  CHRISTOPHER  STEFFEN 


BIDDING  CITIBANK  ADIEU 


When  Christopher  Steffen 
left  Eastman  Kodak  in 
1993  after  11  stormy  weeks 
as  chief  financial  officer, 
Kodak  lost  more 
than  $1  billion  in 
market  value. 
But  his  Midas 
touch  didn't  last 
at  his  next  job, 
as  vice-chairman 
of  Citicorp:  He  ^ 
resigned  abruptly 
on  Dec.  8,  and  Citi's 
stock  closed  the  day  down 
a  mere  Kn.  Chairman  and 
CEO  John  Reed  offered 
only  a  bi'ief  statement 
thanking  Steffen  for  his 
service  and  immediately 
named  longtime  Citibanker 
Victor  Menezes  to  become 

CFO. 

Why  the  departure? 
Sources  say  Steffen's  pay. 


nearly  $1.7  million  in  1994, 
rankled  some  at  Citi.  And 
his  mandate — to  pare  ex- 
penses and  toughen  up 
management  practic- 
es— gave  him  lit- 
tle opportunity 
to  forge  alhanc- 
es  with  bank 
veterans. 
Worse,  Wall 
Street  wasn't 
satisfied  with  the 
cost  savings  Steffen 
was  delivering.  Some  major 
Citi  shareholders  may  even 
have  complained  to  Reed. 

Where  will  Steffen  go? 
He  isn't  saying.  A  head- 
hunter  called  him  about  a 
vice-chaimnanship,  but 
Steffen  said  he  wants  to  be 
a  CEO.  Anyone  need  a 
hired  gun? 

By  Kelley  Holland 


BIGGER  BONUS:  Machinists 
got  6.5%  more  from  Boeing 

crease  of  14.5%  in  bonuses 
and  6%  in  wage  hikes  over 
foui'  yeai's.  Boeing  also  agreed 
to  shift  less  in  health-care 
costs  to  employees.  Plus,  it 
will  retrain  employees  whose 
jobs  are  subcontracted. 

SCHOOLS  ON  THE  NET 
WONT  COME  CHEAP 

COMPUTER  LITERACY  IS  COSTLY. 

In  a  report  scheduled  for  re- 
lease on  Dec.  14  by  the  U.  S. 


Advisory  Council  on  the  Na- 
tional Information  Infra- 
structure, McKinsey  esti- 
mates that  putting  computers 
in  every  public  classroom 
from  kindergarten  through 
Grade  12 — 1  per  5  students 
— would  consume  3.9%  of  the 
nation's  K-12  budget  by  2005, 
up  from  1.3%  now.  But  the 
panel  stresses  the  importance 
of  computer  and  Internet  ac- 
cess for  students  and  says 
teacher  training  is  a  key  to 
using  classroom  PCs  more 
efficiently. 

ET  CETERA . . . 

■  Commerce  Dept.  official 
David  Rothkopf  quits  to  join 
Kissinger  Associates. 

■  Ziff-Davis  and  Yahoo  plan 
an  online  'zine,  also  available 
on  paper  and  cd-rom. 

■  L'Oreal  is  paying  $508  mil- 
lion for  Maybelline,  making  it 
No.  2  in  U.  S.  cosmetics. 

■  Kimberly-Clark  will  cut 
6,000  jobs  as  a  result  of  its 
Scott  Paper  acquisition. 
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International  Business 


CHINA 


WHO  WILL  FLY 
WITH  BEIJING? 

Westerners  vie  for  a  hot  partnership 


In  the  smog-choked  industrial  city  of 
Xian  in  northwestern  China,  execu- 
tives from  Western  aerospace  com- 
panies such  as  Boeing,  General  Elec- 
tric, Rolls-Royce,  and  United  Tech- 
nology's Pratt  &  Whitney  unit  have 
gi'own  into  a  cozy  community.  Holed  up 
mostly  in  the  same  hotel,  they  spend 
much  of  their  off  hours  hanging  out 
vdth  each  other  and  talking  shop.  They 
even  see  each  other  regularly  at  work, 
since  all  are  dealing  with  the  two  state- 
owned  factories  in  Xian  that  make  air- 
frames and  engines. 

But  make  no  mistake.  The  competi- 
tion among  the  Westein  aerospace  com- 
panies for  Chinese  business  is  intense. 
Now,  their  battle  for  market  position  is 
enteiing  a  decisive  stage.  That's  because 
Beijing  is  expected  to  choose  a  Westem 
partner  for  a  $2  billion  Sino-Korean  con- 
sortium that  will  build  a  new  100-seat 
commercial  jet  in  China.  Jockeying  to 
win  the  deal  are  Boeing,  McDonnell 
Douglas,  Daimler  Benz  Aerospace,  and  a 
Freneh-British-Italian  joint  venture 
called  Aero  International  (Regional). 
Possibly  within  weeks,  Beijing  is  ex- 
pected to  announce  the  two  finalists, 
most  likely  Boeing  and  the  European 
consortium.  With  demand  in  China  ex- 
pected to  top  200  planes  over  the  next 
decade,  the  vvinner  will  have  an  inside 
track  in  this  big  new  market. 
ON  THE  MAP.  The  Chinese  hope  to  be 
even  bigger  winners.  Wlioever  gets  the 
nod  could  provide  China  with  the  design 
and  manufacturing  knowhow  to  put  it 
on  the  global  aerospace  map.  The  air- 
craft program  and  others  like  it  under- 
line Beijing's  intent  to  push  its  aero- 
space industry  to  a  new  level  after 
years  of  merely  assembling  components 
and  midrange  jets  for  McDonnell  Doug- 
las (table).  Using  its  domestic  market  as 
a  lui'e,  China  wants  the  giants  to  help  it 
produce  aircraft  and  engines  both  for 
its  home  market  and  for  export.  "China 


wants  to  be  at  the  same  level  in-  ^ 
dustrially  as  the  West,"  says  a 
Western    diplomat    in  Beijing. 
"They're  trying  across  the  board  to 
come  up  to  international  standards." 

Despite  press  reports  that  the  Eu- 
ropeans have  the  deal  locked  up,  insid- 
ers say  the  competition  is  still  going 
strong  as  Beijing  tries  to 
squeeze  greater  technology 
transfers  out  of  the  contenders. 
The  Em'opeans  ai-e  genei'ally  reck- 
oned to  be  willing  to  transfer  more 
technology  because  unemployment  and 
profit  pressures  are  greater  on  them. 
Moreover,  the  prospect  of  sliifting  man- 
ufacturing to  China  is  more  controver- 
sial among  U.  S.  workers,  and  American 
laws  on  tech  transfer  that  could  further 
China's  military  ends  ai-e  tougher. 

The  100-seater  is  just  one 
piece  of  a  broad  Chinese 
strategy  in  aerospace.  Al 
ready,  China  exports  its 
own  simple  military 
planes,  helicopters, 
and  tui'boprop  com- 
mercial jets,  al- 
though only  to 
other  developing 
nations.  GE,  Pratt  & 
Whitney,  and  Rolls-Royce  all  produce 
engine  components  and  are  discussing 
new  engine  projects  in  Xian.  The  Chi- 
nese also  want  to  work  with  Boeing  to 
produce  a  smaller  commercial  version 
of  its  Chinook  helicoptei'. 

China  is  unlikely  to  emerge  as  a 
threat  to  Boeing  or  Airbus  Industrie  in 
their  home  markets.  Although  China 
has  become  a  reliable,  low-cost  som-ce  of 
tail  and  nose  sections,  it  is  at  least  a 
decade  behind  the  West  in  design,  ma- 
terial sciences,  avionics,  customer  sup- 
port, and  service.  Even  if  Chinese  engi- 
neers mastered  production  of  a  100-seat 
aircraft,  many  of  the  technologies  re- 
quired to  manufacture  it  are  mature 


Boeing  is  a  main  conten 

COMPONENTS  Making  t 
tions  and  nose  cones  for 
others. 


COMMERCIAL  JETS  Bui 

midsize  MD-80s  and  MD- 
joint  venture  with  McDont 
Douglas.  Negotiating  with 
ern  partners  to  form  $2  b 
consortium  to  make  nev 
seat  commuter  plan« 


and  widely  available  in  the  marketpl 
Some  experts  doubt  whether  the  1 
seater  progi'am  is  commercially  vial 
"The  market  is  fidl  of  companies  in  t' 
ai'ea,"  says  Richai'd  J.  Latham,  pn 
dent  of  UTC  International,  China.  Dai 
ler's  commuter  unit,  Fokker,  for  exam 
is  losing  money  and  laying  off  workt 
Moreover,  China's  40  carriers  en 
gi'owing  management  autonomy  and 
less  interested  in  100-seaters,  argi 
Jim  Eckes,  managing  director  of  He 
Kong-based  leasing  firm  Indoswiss  L 
Because  passenger  demand  inside  Ch 
is  sui'ging  and  carriers  lack  skilled 
lots,  carriers  may  want  to  stick  w 
larger  Boeing  737s. 


HELICOPTERS 

Working  with  French 
and  Singapore  partners 
on  E-120  light  heli- 
copters. Discussing 
with  Boeing  plans  to 
build  commercial 
version  of  Chinook 
military  chopper. 


China's 
erospace  Drive 


BEIJING 


ENGINES  Providing  parts  to 
Rolls-Royce,  General  Electric, 
and  Pratt  &  Whitney.  Talking 
with  GE  and  others  to  co-pro- 
duce engines  for  the  proposed 
100-seater. 

TURBOPROPS  Seeking  U.S. 
certification  for  19-seat  Y-12 
and  50-seat  Y-7,  now  exported 
mostly  to  developing  nations. 

DATA;  BUSINESS  WEEK 


SHANGHAI  t 


■ut  nobody  can  stay  away  from  the 
seater  competition  because  it's  just  a 
ter  of  time  before  Asia  has  its  own 
onal  plane  program.  Over  the  next 
^ears,  predicts  British  Aerospace's 

0  International  Aerospace  unit,  Asia 
purchase  30%  of  the  2,100  planes 

1  in  the  90-to-120-seat  range.  For 
3ral  years,  Boeing,  Daimler,  and  Mc- 
inell  Douglas  have  tried  to  form 
r  own  plane  gi'oups  in  Asia  and  have 
n  wooing  partners  in  Japan,  Korea, 
van,  and  elsewhere. 

'he  breakthrough  came  in  March, 
I,  when  South  Korean  President  Kim 
ng  Sam  signed  a  memorandum  of 
erstanding  with  China.  Korean  Air 


Co.,  which  makes 
parts  for  Boeing,  and 
Samsung  Aerospace 
Industries  Ltd.,  li- 
censed to  make  jet 
fighters,  are  key 
players  on  the  Korean  team.  The  Chi- 
nese and  Koreans  recognized  that  to 
make  the  venture  click,  they  had  to 
attract  the  technology,  financing,  mar- 
keting, and  service  of  a  Western  giant. 

The  decision  to  vie  for  the  venture 
represents  a  major  shift  for  Boeing, 
which  had  long  resisted  pressure  from 


A  Pratt  &  Whitney  engine 


Beijing   to  en- 
ter a  co-produc- 
tion program.  A 
source    close  to 
Boeing  says  the 
company  "seems  to 
have  recognized  that 
the     Chinese  will 
[make  the  plane]  any- 
way."   During  two 
months  of  walking  the 
picket     lines,  Boeing's 
unions  attacked  the  compa- 
ny's presence  in  China  as  part 
of  a  scheme  to  transfer  jobs  from 
the  U.  S.  But  executives  close  to  the 
bidding  say  Boeing's  offer  stresses 
global  help  in  marketing,  training,  and 
servicing  and  doesn't  threaten  the  pro- 
duction done  by  American  workers. 
WILLING.  GE  figui-es  it  has  little  to  lose  in 
working  with  the  Chinese.  GE  makes 
some  paits  of  its  CFM56  engine,  used  in 
the  737,  in  China.  But  since  components 
for  the  engine — a  collaboration  between 
GE  and  a  French  partner — are  sourced 
in  Italy,  Germany,  Canada,  and  France, 
GE  would  be  redistributing  work  done 
overseas   anyway,   says   David  A. 
Voeller,  manager  for  China  aircraft  en- 
gine operations.  For  its  part  in  the 
^     100-seater  program,  GE  is  offering 
to  help  build  a  small 
version  of  its  CFM56 
engine.  Voeller  says 
the  company  is  "will- 
ing  to   go  pretty 
far"  in  transferring 
knowhow,  because 
the  basic  technologies 
it  uses  are  old.  Be- 
sides,   China  "may 
be  the  only  market 
for  this  engine." 

As  they  compete 
to  get  Beijing's  ap- 
proval, the  aerospace 
companies  recognize 
the  need  to  be  care- 
ful about  giving 
away  too  much  tech- 
nology. "If  they  teach 
the  Chinese  how  to 
make  planes  really 
well,  they  won't  be 
doing  business  here 
in  10  to  15  years," 
says  the  Western 
diplomat.  But  with  the  Chinese  expect- 
ed to  spend  $40  biUion  on  aircraft  over 
that  period,  no  one  can  afford  not  to 
play  China's  game. 

By  Pete  Engardio  in  Hong  Kong, 
with  David  Lindorff  in  Xian,  Dexter 
Roberts  in  Beijing,  Tim.  Smart  in  New 
Haven,  and  Stewart  Toy  in  Paris 
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THE  MAGICAL  MONEYMAN 
OF  THAILAND 

The  startling  rise  of  Cham  Uswaehoke,  TI's  new  Asian  partner 


One  princess,  two  pigs'  heads,  and 
nine  monks  graced  the  ground- 
breaking ceremony  for  Texas  In- 
struments Inc.'s  newest  semiconductor 
plant,  in  Chachoengsao,  25  miles  east 
of  Bangkok,  Thailand.  A  court  Brahmin, 
resplendent  in  white  tunic  and  trou- 
sers— with  a  mobile  phone  tucked  into 
his  waistband — directed  Princess  Galay- 
ani  Vadhanas  blessing  of  the  corner- 
stone, accompanied  by  chanting  monks 
and  a  blue-and-white-suited  school  band. 

Wliat  allure  could  such  a  setting  pos- 
sibly hold  for  Ti?  It's  an  oppoilunity  to 
sink  even  deeper  roots  in  Southeast 
Asia — the  world's  fastest-gTO\\ang  semi- 
conductor market  and  production  base. 
TI  already  is  milking  three  profitable 
chip  joint  ventures  in  Japan,  Singapore, 
and  Taiwan.  All  thi-ee  ar-e  set  up  so  that 
TI  can  pass  off  most  of  the  huge  invest- 
ment burden,  reap  profits  as  long  as 
the  chip  market  is  strong,  and  shrug 
off  the  damage  if  the  market  tanks. 
SNAKEBITES?  But  taking  this  model  to 
Thailand  poses  new  challenges.  The 
countiy  boasts  neither  the  spotless  high- 
tech industrial  parks  nor  the  state-of- 
the-art  telecom  and  transport  systems 
that  TI  is  used  to.  Snakebite  kits  were 
in  the  packets  handed  to  Ti's  constnac- 
tion  team  at  the  planned  .$1.2  billion  fa- 
cility, on  a  rutted,  unpaved  road  run- 
ning beside  rice  paddies.  Nor  can  ti 
depend  on  a  corps  of  local  engineers, 
such  as  those  found  elsewhere  in  Asia. 

But  ti  is  confident,  because  its  part- 
ner, a  soft-spoken  Thai  entrepreneur 
named  Charn  Uswaehoke,  is  a  minor 
miracle  worker.  In  less  than  a  decade, 
his  Alphatec  Group  has  built  an  empire 
packaging  and  testing  chips  for  the  likes 
of  TI,  Cyi)ress  Semiconductor,  and  Ad- 
vanced Micro  Devices.  To  win  over  ti, 
he's  picking  up  74%  of  the  tab. 

Last  year,  the  nine  companies  that 
make  up  his  group  postecl  combined 
profits  of  $60  million  on  sales  of  $1  bil- 
lion, both  up  about  30%  from  1994. 
While  most  Thai  electronics  companies 
are  screwdriver  plants  for  Japanese 
vcRs  and  TVs,  Alphatec  has  higher-tech 
niches.  The  gi"oup  "seems  to  be  driving 
the  whole  industry  in  Thailand,"  says 
Eddy  Tan,  a  Singapore-based  semicon- 
ductor analyst  for  Dataquest  Inc. 


One  ci'edential  that  caught  ti's  atten- 
tion: Uswaehoke 's  long  e.xperience  work- 
ing with  Western  businesspeople.  A 
U.  S. -educated  engineer  and  mba,  he 
lived  in  the  U.S.  for  11  years.  Back  in 
Thailand,  he  ran  at&t's  Thai  semicon- 
iluctor  unit,  and  then  acquired  Philips 
Signetics'  Thai  chip-packaging  operation 
in  1988.  Next,  he  harnessed  a  team  of 
expatriate  managers  to  run  Alphatec. 
Today,  he's  the  only  Thai  among  the 
company's  10  1 0)1  executives. 


Uswachoke's  other  trump  card  is  his 
ability  to  attract  major-league  financ- 
ing. A  member  of  Thailand's  close-knit, 
poweiful  ethnic  Cliinese  community,  he's 
a  master  of  giianxi  (connections).  When 
he  needed  $2.5  inillion  to  buy  the  Pliihps 
Sigiietics  unit,  Uswaehoke  simjily  made 
a  few  phone  calls  to  friends.  They  were 
on  hand  again  when  he  was  short-  $70 
million  to  buy  the  AT&T  subsidiary,  and 
they  may  put  up  as  much  as  $500  mil- 
lion for  the  TI  venture.  Marvels  Alpha- 
tec Group's  American  president,  Rob- 
ert B.  Mollerstuen:  "You  shake  hands 
and  walk  away  with  millions." 

With  more  of  that  kind  of  financial 
help,  Uswaehoke  figures,  group  sales 
could  quadruple,  to  .$4  billion  by  2000. 


i 


To  get  there,  Uswaehoke  covets 
gi'ander  industrial  base  (table).  Even 
he  was  negotiating  with  ti  earlier  th 
year,  his  company  broke  gi'ound  on 
$1.5  billion  fabrication  plant  to  mal 
logic  chips  in  the  same  vicinity.  Tw 
other  plants,  worth  $400  million,  are 
the  works  nearby.  The  result  will  t 
Thailand's  fii'st  high-tech  industrial  par 
called  Alphatechnopolis,  occupying 
swath  of  land  double  the  size  of  Te 
wan's  famed  Hsinchu  Science  Park. 

None  of  these  bold  projects  is  free 
risk.  Already,  Uswaehoke  is  shoulde 
ing  a  debt  burden  that  will  soon  ou 
weigh  his  equity  base.  What's  mor 
with  massive  new  dynamic  random-a 
cess  memoiy  capacity  coming  on  strea 
in  North  America,  Europe,  and  Nori 
Asia,  Alphatechnopolis  could  be  crankii 
up  just  as  the  cliip  industiy  heads  sout  jo 
But  that  seems  unlikely.  Dataque  m 
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A  NEW  ASIAN 
CHIP  POWERHOUSE 

(Alphatech's  1995  investments) 

•  Breaks  ground  on  Thailand's 
first  major  chip  fabrication 
plant,  worth  $1.5  billion 


•  Breaks  ground  on  first  phase 
of  $1.2  billion  DRAM  plant  with 
partner  Texas  Instruments 


•  Lays  plans  for  a  $1  billion 
high-tech  industrial  park  called 
Alphatechnopolis 

•  Announces  a  $165  million 
expansion  of  U.  S.  chip-testing 
and  assembly  operations 
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•  Constructs  a  $50  million 
chip-testing  and  assembly 
facility  in  Shanghai 


DATA:  BUSINESS  WEEK 

expects  semiconductor  consumption 
non-Japanese  Asia  to  surpass  the  Jap 
nese  market  in  1998,  making  it  the  se 
ond-largest  in  the  world,  after  the  U. 
Getting  in  eai"ly,  says  the  president 
ti's  Semiconductor  Group,  Thomas 
Engibous,  "gives  us  access  to  the  be, 
educated  labor  force  in  the  counti-y." 

Moreover,  if  global  growth  of  the  i 
dustry  accelerates  to  20%  a  year, 
some  expect,  Ti's  ciUTent  customers  w 
be  clamoring  for  more  product  than  i 
existing  plants  and  joint  ventures  c£ 
supply.  That  should  leave  Llswachol 
plenty  of  room  to  pursue  his  favorii 
activitv:  rapid  expansion. 

By  Mark  L.  Cliffoi 
in  Chachoengsao,  Thailati 
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COMMENTARY 


By  Stewart  Toy 


FRANCE:  WHEN  THE  GOING  GETS  TOUGH,  THE  TOP  CAVES  IN 


Given  his  clumsy  handling  of 
France's  worst  social  crisis  in 
decades,  it's  no  gi'eat  surprise 
that  Prime  Minister  Alain  Juppe  has 
begun  caving  in  to  strikers  who  have 
paralyzed  France  for  three  weeks 
over  planned  cuts  in  the  welfare 
state.  Despite  his  promise  of  "deep 
change"  when  he  took  oiSce  in  May, 
Juppe  is  sticking  to  ar- 
chaic French  ways.  In 
France,  autocratic  poli- 
ticians cook  up  new 
laws.  Citizens  either  ac- 
quiesce or  rampage  in 
the  streets.  Only  then 
do  pols  try  to  build  con- 
sensus, but  by  that  time 
the  trenches  are  dug. 

Striking  rail  workers 
have  already  forced 
Juppe  to  dump  a  key 
measure  in  his  plan  to 
slash  welfare  deficits: 
Rail  employees  will  con- 
tinue to  retire  as  early 
as  age  50.  This  perk — 
from  the  days  of  coal 
dust  in  the  lungs — has 
produced  more  railway 
retirees  than  active  em- 
ployees. Juppe  is  also 
killing  a  plan  to  close 
uneconomic  train 

routes,  despite  a  rising  rail  deficit 
that  will  hit  $6  bilhon  this  year. 
These  givebacks  represent  a  modest 
part  of  his  austerity  plan,  but  the 
risk  is  that  other  groups  will  win 
concessions.  Too  many  cave-ins,  and 
France  won't  meet  criteria  for  Euro- 
pean monetary  union  in  1999. 
OSTRICH  ACT.  Perhaps  the  most  dis- 
tui'bing  bone  that  Juppe  is  tossing 
strikers  is  his  Dec.  10  promise  of  a 
constitutional  amendment  to  perpetu- 
ate state  control  of  public  services — 
trains,  telecom,  and  sectors  not  yet 
spelled  out.  This  dooms  French  tax- 
payers to  subsidize  inefficiency  forev- 
er. It  vrill  also  help  keep  France's 
head  in  the  sand  as  free  markets 
transform  the  world  economy.  And  it 
will  encourage  a  rift  in  Europe, 
where  competition  is  supposed  to  be 
the  stimulant  of  a  unified  economy. 

Nearly  all  Western  Europe  is  pri- 
vatizing telecom  monopolies.  That  al- 
lows restructuring,  so  the  companies 
can  compete  in  a  globalizing  industry, 
France  'Telecom's  managers  have 


hoped  for  similar  rights;  now  they'll 
remain  hostage  to  politics.  Potential 
foreign  partners  may  balk  at  state 
control.  France  Telecom  is  building 
an  alliance  -with  soon-to-be-privatized 
Deutsche  Telekom  and  Sprint  Corp. 
Washington,  skeptical  of  France's 
vow  to  open  its  telecom  market,  now 
could  delay  or  kill  the  deal. 


ANGRY  NURSES:  Juppe  seems  miable  to  stand  up  to  strikers 


Maddeningly,  the  French  are  glad 
to  exploit  freewheeling  capitalism 
abroad,  while  limiting  it  at  home. 
France's  state  railway  has  joined  a 
gi'oup  bidding  to  buy  the  heavy- 
freight  business  of  British  Railways. 
It's  unlikely  any  foreign  hne  will  get 
that  chance  in  France,  if  Juppe's 
amendment  goes  through.  Moreover, 
when  Paris  does  privatize,  it  typical- 
ly shields  companies  from  foreign  ac- 
quirers by  setting  up  "hard  cores"  of 
docile  institutional  investors.  That's 
not  a  recipe  for  competitiveness. 

Free-marketers  in  and  out  of 
France  had  hoped  Juppe  would  give 
capitaHsm  a  new  chance.  A  briUiant 
technocrat,  he's  a  conservative  with 
an  80%  majority  in  parliament.  He 
and  his  boss.  President  Jacques  Chi- 
rac, won  office  last  May  by  vowing 
to  undo  the  mistakes  of  14  years  of 
Socialist  rule.  Trying  to  reform 
France's  deficit-plagued  welfare  state 
was  a  good  start,  but  Juppe — cool 
and  cerebral — didn't  bother  to  tell 
his  compatriots  why  that  mattered. 


European  monetary  union  is  one 
reason,  but  more  pertinent  to  French 
workers  is  job  creation.  Unemploy- 
ment is  11.5%  and  rising.  Cushy  so- 
cial progi-ams  keep  taxes  high,  and 
that  prompts  business  to  export  jobs. 
French  companies  are  already  on  an 
investment  binge.  They  have  invest- 
ed more  abroad  than  German  indus- 
try in  each  of  the  past 
five  years.  While  global 
reach  is  good,  the  job 
market  at  home  suffers. 

Juppe  has  further 
raised  taxes  to  cover 
budget  deficits — con- 
traiy  to  Chirac's  tax- 
cutting  electoral  prom- 
ise. And  instead  of 
letting  markets  operate, 
he  has  expanded  such 
ailificial  stimuli  as  state 
rebates  for  car  buyers. 
Car  sales  are  slumping 
anyway,  because  earUer 
stimulants  borrowed 
against  future  sales. 
Juppe  is  maintaining 
France's  outmoded  mot- 
to: tax,  spend,  protect. 

Granted,  France  is 
ti-adition-bound  and 
tough  for  any  leader  to 
budge.  Most  labor  bosses 
refuse  to  see  that  France's  sluggish 
economy  and  aging  population  can't 
support  the  social  programs  of  yore. 
Tlie/U  bear  heavy  blame  if  monetary 
union  dies  and  jobs  go  elsewhere. 
SUMMIT.  To  his  credit,  Juppe  says 
he'll  convoke  a  "social  summit"  of  un- 
ion, business,  and  other  leaders  to 
tackle  solutions  to  welfare  deficits.  On 
top  of  labor  hostility,  he'll  face  reluc- 
tant business  leaders  who  fear  the 
summit  will  arouse  mihtance  in  the 
private  sector.  So  far,  strikers  are 
strictly  public  workei's. 

Chirac  says  the  government  will 
tough  it  out.  "We  were  not  elected  to 
organize  the  dechne  of  France,"  he 
says.  But  as  Le  Monde  commented, 
the  strikes  have  so  discredited  Juppe 
that  he  may  not  be  "the  best  person" 
to  lead  the  exercise.  Unless  Juppe 
can  settle  the  crisis  without  a  further 
cave-in,  Chirac  might  be  smart  to  re- 
place him  and  declare  a  fresh  start 
for  his  seven-year  reign. 

Toy  is  BW's  Paris  bureau  chief. 
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The  23rd  Edition  of  the 
Mtdtinational  Executive 
TRAVEL  COMPANION® 
Is  Now  Available 


Put  A  Travel  Agent 
In  Your  Pocket 

Often  called  the  'Rolls  Royce  of  Travel 
Books',  METC  packs  into  some  126 
countries  50,000  updated  facts. .  750 
pages  of  expert,  researched,  accurate 
essentials  for  the  business  traveler. 

There's  nothing  like  this  authoritative 
handbook.  "It's  the  encyclopedia  of 
business  protocols  and  local  customs", 
write  reviewers  for  a  top  business 
publication.* 

Among  new  1995-96  features  are 
exclusive  analyses  describing  selected 
countries  now  entering  into  new 
marketing  phases  and  international 
relationships... uncounted  information 
to  make  your  business  or  social  trip 
more  rewarding  and  productive. 

Larger  and  more  readable.  Special 
discounts  on  quantity  orders.  Single 
copy  in  softcover  .  gold  foil  and  full 
color:  USD60.  Overseas  USD80. 
Includes  shipping  and  handling.  Ask 
about  corporate  identification  programs 
and  the  VIP  presentation  edition  in 
leather,  gold  stamped,  gilt  edged, 
ribboned,  cased,  at  USD1 00. 

Call  or  write: 
Strand  Publishing  Co.,  Inc. 
P.O.  Box  1293, 
207  Atlantic  Street 
Stamford,  CT  06901  USA 
ph:  1-203-324-3007 
fax:  1-203-967-8404 

'Source  cr,  request 


MEXICO 


SALINAS'  IS  FAST 
BECOMING  A  DIRTY  WORD 

The  scandal  could  undermine  Zedillo-and  economic  recovervl'^ 


The  December  jitters  have  hit  Mexi- 
co again.  Last  year,  it  was  the  cur- 
rency crisis  and  economic  collapse. 
This  year,  the  growing  scandal  sur- 
rounding the  fainily  of  former  President 
Carlos  Salinas  de  Gortari  has  the  coun- 
try on  edge. 

Investigator  have  now  identified  more 
than  $106  million  stashed  in  Bi-itish  and 
Swiss  bank  accoimts  by  the  foiTner  Pi-es- 
ident's  brother,  Raul.  The  ongoing  inves- 
tigation has  Mexico's  business  class  run- 
ning scai'ed.  Tliose  who  did  business  vdth 
Raul  Salinas  are  worried  about  being 
called  in  by  investigators,  while  others 
are  concerned  that  sensational  revela- 
tions could  undermine  attempts  to  stabi- 
lize the  economy.  The  scandal  also  thi'eat- 
ens  to  damage  Mexico's  crucial  relations 
vdth  the  U.  S.,  which  led  the  $50  billion 
bailout  for  Mexico  earlier  this  year. 

Trust  between  the  two  countries  has 
been  damaged  by  a  recent  news  report 
saying  that  U.  S.  Dmg  Enforcement  Ad- 
ministration and  other  law-enforcement 
agencies  have  uncovered  some  $500  mil- 
lion in  various  bank  accounts  linked  to 
the  Salinas  family.  The  State  Dept.  and 
the  Justice  Dept.  immediately  denied 
they  were  conducting  any  criminal  in- 
vestigation of  Carlos  Salinas.  Still, 
sources  in  Washington  say  officials  of 
the  Bush  and  Clinton  Administrations 
have  long  suspected  that  some  mem- 
bers of  the  Salinas  administration  might 
have  had  hnks  to  Me.xican  drug  cartels 
during  Carlos  Salinas'  term  in  office 
from  1988  to  1994. 

SHORTCOMINGS.  Earlier  this  year,  the 
sovuxes  say,  the  DEA  wanted  to  withhold 
official  certification  that  Mexico  was  co- 
operating with  bilateral  diug-combating 
efforts  but  was  overniled  by  the  State 
Dept.  .James  R.  Jones,  the  U.  S.  ambas- 
sador to  Mexico,  denied  that  he  or  State 
tried  to  discourage  the  dea.  "That's  just 
not  true,"  he  said  in  an  interview. 

The  investigation  also  threatens  to 
turn  into  an  embarTassment  for  Citibank, 
the  leading  U.  S.  bank  in  Mexico  and  the 
developing  wor'ld.  According  to  pr'ess  r-e- 
ports,  British  police  have  frozen  a  $22.7 
million  bank  account  belonging  to  Raul 
Sahnas  at  Citibank  in  London,  and  U.  S. 
authorities  have  discovered  another  of 
Raul's  accounts  at  Citi  in  New  Yor-k. 


OH,  BROTHER:  Raul  Salinas  and  a 
companion  in  happier  days  (above); 
wife  Paulina  Castanon  (right) 
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That  apparently  has  Citibank  worriec 
Several  somres  say  Citibank  Mexico  re 
cently  braced  for-  a  r-aid  by  zealous  Mex 
ican  police.  The  fear-s  seemed  to  ster 
fi'om  Mexican  press  r-eports  that  Rau  tje 
Salinas  may  have  used  Citi  bi-anches  ti 
ftmnel  money  out  of  the  country.  Say 
Citibank:  "We  always  thorougWy  examimpuer 
all  the  cjuestions  about  alleged  uregular 
ities  in  Citibank  oper-ations.  We  have  no 
foimd  any  reason  to  believe  that  we  havi 
acted  illegally  or  imetliically,  as  the  Mex 
ican  press  has  ar'gued." 

The  scandal  puts  President  Ernestc 
Zedillo  Ponce  de  Leon  in  a  difficult  spot 
First  of  all,  it  thr-eatens  to  detract  fron 
his  efforts  to  revive  the  economy  in  1996 
Zedillo  has  also  made  cleaning  up  Mexi 
co's  legal  and  judicial  system  a  priority 
However",  when  Swiss  authorities  re 
vealed  on  Nov.  23  they  had  an'ested  Rau 
Salinas'  wife,  Paulina  Castanon,  am 
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other-in-law,  Antonio  Castanon,  when 
ley  tried  to  withdraw  money  from  ac- 
lunts  in  Geneva  containing  $83.9  mil- 
)n,  Mexican  law-enforcement  officials 
ere  caught  flat-footed.  The  affair  has 
ghlighted  the  shortcomings  of  Mexican 
•osecutors,  who  ai-e  clearly  out  of  their 
ague  on  such  a  complex  case.  To  Zedil- 
's  embarrassment,  U.  S.  and  Swiss  in- 
'Stigators  are  feeding  Mexico  the  in- 
rmation  that  is  moving  the  case  along, 
exicans  increasingly  believe  "that  the 
itire  investigation  of  the  Salinas  fami- 


Now,  Mexican 
executives  are 
worried  they 
may  be  pulled 
into  the  affair 
surrounding 
Raul  Salinas 


...  is  being  carried  out  by  the  U.  S. 
id  not  by  the  Zedillo  government,"  says 
exican  political  scientist  Jorge  Cas- 
neda,  a  visiting  professor  at  Piinceton 
niversity.  "That's  a  damaging  thing.  It 
ill  have  an  enormous  political  impact." 
The  Mexicans  say  they  haven't  moved 
jainst  Carlos  Salinas  because  they  lack 
ddence.  "The  argument  that  we  haven't 
Jcen  action  because  we  are  not  veiling 
■  is  absolutely  false,"  says  a  senior  gov- 
•nment  official. 

Salinas  has  become  a  kind  of  flying 
utchman  haunting  the  Zedillo  adminis- 
ation.  He  had  been  Uving  in  self-im- 
)sed  exile  in  New  York  and  Montreal 
nee  shortly  after  Zedillo  took  office, 
ut  recently,  he  was  spotted  at  a  Cuban 
!Sort — using  an  alias.  Until  the  issue  of 
here  Raul  Sahnas'  money  came  from 
id  whether  Carlos  was  involved  is  put 
I  rest,  Mexico  is  going  to  have  a  hard 
me  getting  back  to  normal. 

By  Geri  Smith  in  Mexico  City,  with 
my  Bomis  in  Washmgton  and  hu- 
nau  reports 


A  LESS  TAXING  WAY 
TO  INVEST 


Increasingly  mutual 
fund  investors  are  seeing 
how  income  taxes  can  significantly 
reduce  investment  returns.  To  give 
you  more  in  aftertax  returns. 
Vanguard  Tax-Managed  Fund  com- 
bines three  tactics  to  reduce  taxable 
capital  gains  distributions,  mini- 
mize portfolio  turnover. .  .use  a  tax- 
conscious  sell-selection  strategy. . . 
and  encourage  long-term  investing. 

Three  Low-Cost  Portfolios 
Combat  High  Taxes 

Growth  and  Income  Portfolio 

attempts  to  provide  growth  of  capital 
and  moderate  current  income, 
benchmarked  to  the  Standard  & 
Poor's  500  Index. 
Capital  Appreciation  Portfolio 
seeks  capital  growth  by  investing  in 
a  sample  of  low-yielding  large  and 
medium  capitalization  stocks  from 
the  Russell  1000  Index. 


Balanced  Portfolio  invests  in  inter- 
mediate-term municipal  bonds  and 
a  sample  of  Russell  1000  stocks. 

The  Portfolios'  expected  expense 
ratios  of  0.20%*  compares  with  the 
average  of  1.38%  for  all  equity  mutual 
funds.** 

The  minimum  initial  investment  is 
$10,000  per  Portfolio. 

Call  1-800-528-3999 

For  A  Free  Information  Kit 

The  Kit  contains  a  Vanguard  Tax-Managed 
Fund  Prospectus  with  more  complete 
information  on  distribution  charges  and 
other  expenses.  Please  read  it  carefully 
before  investing  or  sending  money 
The  Fund's  Portfolios  are  not  sponsored 
by  nor  affiliated  with  Standard  &  Poor's 
Corporation  or  the  Frank  Russell  Company 
'Annualized 

**Lipper  Analytical  Services,  Inc. 

©  Vanguard  Marketing  Corp.,  Distributor 
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Opportunities!  Information!  Partners!  Contacts! 


over  90  million  fax  machines  in  the  world, 
find  out  how  to  use  yours  to  reach  an  audience  of 
international  businesses. 

Call:  1-800.760-1111 

We'll  send  you 
everything 
youneecl 
to  get  started. 

[by  fax,  of  course 
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A  PRINCELY  POWER  STRUGGLE 
COULD  SHAKE  THE  HOUSE  OF  SAUD 


The 

Family 

Tree 


SAUD  1902-1969 

King  from  1953  to  1964 
when  he  was  deposed 
by  his  brother  Feisal. 


(ince  1932,  when  the  formidable  desert  wariior  Abdulaziz 
proclaimed  himself  king  of  a  united  Saudi  Ai-abia,  the  Al 
'Saud  have  wielded  power  as  absolutely  as  European 
royal  families  of  the  Middle  Ages.  But  the  several-thousand- 
strong  Al  Saud  are  far  fi-om  united.  In  fact,  there  is  a  gi-ow- 
ing  danger  that  Saudi  Arabia  could  be  shaken  by  another  as- 
pect of  medieval  monarchy:  I'oyal-family  infighting. 

The  serious  illness  that  stmck  74-year-old  King  Ibn  Abdul 
Aziz  Al  Saud  Fahd  in  late  November — probably  a  stroke, 
compounded  by  partial  kidney  failm'e — has  the  potential  to 
force  long-simmering  disputes  over  royal  succession  into  the 
open.  Squabbling  among 
senior  Saudi  princes  could 
comphcate  the  tough  tran- 
sition already  under  way 
from  a  super-rich  welfare 
society  to  a  modem  nation- 
state  that  has  to  live 
within  reduced  means.  If  I 
the  infighting  gets  seri-  ^ 
ous,  anti-Western  Islam-  ; 
ic  fundamentalists  could  \ 
enter  the  fi-ay. 

The  succession  question 
has  global  consequences 
because  the  Saudi  king 
holds  sway  over  more  than 
25%  of  the  planet's  oil  re- 
serves as  well  as  Mecca 
and  Medina,  the  two  holi- 
est sites  for  more  than 
1  bilhon  Mushms.  For  the 
U.  S.,  in  particular,  the  stakes  are  huge.  Saudi  Arabia  is  the 
lai'gest  foi'eign  piu'chaser  of  U.  S.  militaiy  hai'dwai"e  and  a  key 
client  for  such  multinationals  as  .at&t,  Boeing,  and  Mobil. 
"Tlie  world  will  be  a  different  place  if  there  is  seinous  jockey- 
ing for  position  among  the  AJ  Saud,"  says  one  royal  family  ad- 
viser in  Riyadh. 

If  some  unconfiiTned  reports  ai-e  to  be  believed,  a  tussle  has 
already  begun  between  Fahd's  designated  successor,  72-year- 
old  Crown  Piince  Abdullah,  and  71-year-old  Defense  Minister 
Prince  Sultan,  who  is  considered  second  in  Une  to  the  thi-one. 
Such  reports  have  a  certain  logic  because  Abdullah,  head  of 
the  70,000-strong  bedouin  National  Guard,  is  only  a  half 
brother  of  the  King,  while  Sultan  is  a  full  brother  Saudi 
observers  say  Abdullah  and  Sultan  have  never  been  close. 
"CRACKS  ARE  APPEARING."  Because  of  then-  common  mothers, 
full  Al  Saud  brothers  tend  to  have  similar  mind-sets  and  alle- 
giances. For  instance.  Fahd  and  most  of  hJs  six  full  brothers, 
including  Sultan  and  Salman,  the  Governor  of  Riyadh,  ai-e  con- 
sidered sophisticated,  capable,  and  strongly  pro- American. 
Abdullah,  on  the  other  hand,  is  more  ti-aditional  and  holds  his 
position  largely  becau-e  of  seniority. 

According  to  one  sto'->-  making  the  roimds.  Sultan  called  a 
meeting  of  some  of  Sauili  Arabia's  Islamic  leaders  on  Dec.  7 
in  an  attempt  to  pull  support  from  Abdullah — who  was  out  of 


Saudi  Ai-abia  representing  the  hospitahzed  king.  Such  r 
ports  have  been  faxed  around  Saudi  Ai-abia  by  the  Londo 
based  opposition  group  Committee  for  the  Defense  of  Leg 
imate  Rights  in  Saudi  Arabia.  "Cracks  are  appearing,"  sa; 
the  committee's  leader,  Muhammad  Massari. 

Although  Ai'ab  and  U.  S.  officials  discount  the  reports, 
wouldn't  be  the  fii-st  dispute  over  succession  to  the  throne, 
the  mid-1960s,  civil  war  almost  erupted  when  then  Crov 
Prince  Feisal  forced  his  dissolute  half  brother.  King  Saud, 
abdicate.  Since  that  jarring  episode,  Saudi  kings  have  larg 
ly  tried  to  maintain  a  consensus  among  their  brothers. 

Since  taking  the  throi 


lETI 
IFE 


ABDULAZIZ  BIN  ABDUL  RAHMAN  AL  SAUD  1880- 


in  1981,  Fahd  has  damag( 
that  consensus  by  fillii 
many  key  posts  with  mei 
bers  of  his  close  famil 
knowTi  as  the  Al  Fah 
Recently,    Fahd  hi 
even  annoyed  some 
his  full  brothers  by  i 
creasingly  relying 
his  owm  sons  and 
laws — who,  critics  sa 
have  used  their  acce 
to  the  ruler  to  amass  huj 
fortunes. 

CONTENDERS.  Should  A' 
dullah  become  king  or  ac 
ing  sovereign  if  Fahd  is  i 
capacitated,  he  may  fa( 
enormous  pressure  fro 
other  family  members 
rein  in  the  Al  Fahd  ufnu]).  There  also  could  be  tension  ovi 
whom  Abdullah  appoints  as  liis  heir  appai'ent.  Because  of  h 
seniority.  Sultan  is  the  likely  choice,  but  because  of  cool  rel 
tions  with  Abdullah,  that  isn't  a  sure  thing.  "The  danger 
that  Sultan,  who  would  desperately  Hke  to  become  king  in  h 
owTi  right,  will  feel  he  is  losing  out,"  says  Simon  Henderso; 
author  of  After  King  Fahd:  Succession  in  Saudi  Arabia. 

Even  if  the  aging  Al  Saud  brother's  and  half  bi'others  resoh 
this  roimd  smoothly,  trouble  will  loom  when  the  throne  pass 
to  their  sons'  generation.  "When  that  happens,  the  who 
question  of  succession  is  going  to  be  much  more  difficult  to  r 
solve."  says  HeiTnann  F.  Eilts.  a  fonner  U.  S.  ambassador 
Saudi  Ai-abia.  Eilts  adds  that  some  of  the  younger  piinces  ai 
"beginning  to  develop  constituencies  for  an  eventual  run  at  tl 
tlirone."  He  wanis  that  some  contenders  may  seek  suppo 
fi'om  Islamic  fimdamentahsts.  w'ho  are  becoming  dangeroi 
opponents  of  the  pro- American  Saudi  regime.  For  instance, 
poweiful  cai'  bomb  in  Riyadh  last  month  at  a  building  used  l 
U.  S.  military  advisers  killed  five  Ameiicans. 

While  hard  to  fathom,  this  question  of  succession  could  1 
as  crucial  to  the  U.  S.  as  Iraq's  invasion  of  Kuwait  was.  Tl 
Iraqi  invasion  was  resolved  with  fu-epower.  But  there's  ve] 
little  the  U.  S.  can  do  about  royal  family  politics. 

By  John  Rossant  in  Ron 
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•     American  General.  We  Provide 
■lETiREMENT  Annuities,  Consumer  Loans, 
Life  Insurance  And  Shareholder  Value. 


!^  American  General  Corporation, 
headquartered  in  Houston,  is  one  of  the 
nation's  largest,  most  successful  diver- 
sified financial  services  organizations. 
We're  a  leading  provider  of  retirement 
annuities,  consumer  loans,  and  life  insur- 
ance. (0  Founded  in  1926,  we  help  over 
8  million  families  meet  their  financial 
security  needs.  Financial  security  is  also 
important  to  another  group.  Our  share- 
holders. ^  In  fact,  building  shareholder 
value  is  one  of  our  guiding  principles. 
Cl  Our  record  speaks  for  itself: 


annualized  total  return  to  shareholders 
of  21%  over  the  last  20  years . . . increased 
dividends  each  year  during  the  same 
period... and  more  recently,  earnings 
have  doubled  over  the  last  five  years. 
0  Today,  American  General  has  assets 
of  $60  billion  and  shareholders'  equity 
of  $5.5  billion.  Financial  strength 
has  its  rewards,  as  does  our  commit- 
ment to  our  customers  and  our  share- 
holders. @  To  learn  more  about  American 
General  (NYSE:  AGC),  please  contact 
Investor  Relations  at  (800)  AGC-1111. 
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Providing  Rt'tirenienr  Anmtitiei,  Consumer  Loans,  Life  Insurance  And  Shareholder  Vaht 


Our  design; 


BUT  OUR 


PHILOS 


c 
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At  FORD  MOTOR  COMPANY,  we've  ahvajs  iv  o  r  k  e  J  with  one  basic  premise 
that  the  d  e  s  i  cj  n  of  a  car  or  truck  must  go  beyond  how  it  looks.  It's  a  simpl 
but  SOUND  P  H  I  LO  S  0  P  H  y  t  h  a  I  has  taken  many  shapes  over  the  years,  fro  i 
t  h  c  M  0  d  e  1  T,  to  the  Continental,  Ta  u  r  u  s ,  Explorer  and  M  u  st  an  g  .  Re  suit  in^ 
in  cars  and  trucks  that  arc  CELEBRATED  FOR  THEIR  DESIGN,  and  earnin 
Ford  Motor  Company  the  distinction  of  having  five  of  the  ten  best  sell  in^ 
vehicles   in   America   tod  ay.    Consistent    with    this   philosoph  y,    tod  ay   w  e   a  r 


E  CONSTANTLY  CHANGING 


HY 


REMAINS  THE  SAME. 


Ford  Designers    Soo  Kong.  Robert  Bauer 

jplj  ing    the    latest    technology    and    the    MOST  DETAILED  craftsmanship 
EVERY  ASPECT   of   EVERY  AUTOMOBILE    we    create.    Ey    working  with 
le    automotive    industry's    most    powerful    supercomputer,    our  worldwide 
'Sign    team   are   indeed   becoming    the    CRAFTSMEN   OF   THE  FUTURE. 


Ford     ♦     Ford  Trucks 


♦     Lincoln     ♦     Mercury  ♦ 


i^U  ALITY     IS     JOB  I 


;    more  information,  contact  us  on  the  Internet  at:  http:  //  www.  ford  com 


Here's  one  way 
to  get 

your  attention. 


TWENTIETH  CENTURY'S  INVESTMENT  RESULTS 

Average  Annual  Total  Returns  as  of  9/30/95' 


Fund 

M      l-Yecr  \ 

5-Yeor 

lO-Yeor 

life  of  Fund  ^ 

Ultra 

Investors  J 

[   41.8%  \ 

29.4% 

22.2% 

18.3% 

(11/2/81) 

Vista  1 
Investors  1 

54.3%  1 

/  24.7% 

19.4% 

14.8% 

(11/25/83) 

Giftrust'  1 
Investors  1 

49.6% 

1  38.2% 

26.9% 

23.0% 

(11/25/83) 

Select  1 

Investors  1 

19.0%  1 

1  11.7% 

13.7% 

16.6% 

(6/30/71) 

Growth  ^ 

Investors 

>    31.0%  1 

I  18.5% 

17.5% 

18.8% 

(6/30/71) 

Heritage 

Investors 

\  27.3% y 

\  18.3% 

17.1% 

(11/10/87) 

'  Giflrust  is  an  irrevocable  trust  designed  to  be  given 
as  a  long-term  gift  to  someone  otber  than  yourself 
or  your  spouse  and  is  not  available  for  an  IRA. 


Here  s  a 
better  way 
to  keep  it 


Sure,  we're  happy  to  feature  the 
latest  one-year  returns  in  our  ads. 
But  we  sincerely  hope  you  won't 
invest  in  any  family  of  equity  fluids, 
including  Twentieth  Century's,  based 
on  short-term  results. 

The  real  test  of  an  equity  fund, 
we  believe,  is  how  well  it  does  over 
the  long  haul,  meaning  periods  of  at 
least  5-10  years.  We  also  believe  stay- 
ing committed  to  a  fund  over  longer 
periods  is  the  best  way  to  maximize 
your  potential  returns.  On  that  basis, 
Twentieth  Century's  no-load  equity 
funds  have  compiled  a  notable  record. 

Naturally,  past  performance  doesn't 
guarantee  the  future.  But  Twentieth 
Century's  long-term  record  and  time-tested  discipline  is  worth 
a  toll-fi-ee  call  to  1-800-345-2021  to  find  out  more.  Just  ask 
for  a  prospectus  with  more  complete  information,  including 
charges,  expenses  and  mini- 
mums,  and  be  sure  to  read  it 
carefully  before  you  invest. 

Please  keep  in  mind: 
You  don't  always  have  to  be 
in  the  right  place  at  the  right 
time.  You  just  have  to  be  in 
the  right  place,  over  time^" 


1-800-345-2021 

Via  Infeinef:  http://networth.galt.com/twencefif 


'  DafQ  quoted  tepresenls  past  performance  and  assumes  reinvestment  of  all  distributions.  Past  performance  is  no  guarantee  of  future  results.  Investment  return  and  principol  value  will 
fluctuate,  and  redemption  value  may  be  more  or  less  than  original  cost.  **Although  Select  and  Growth  were  started  on  October  31,  1958,  their  performance  for  the  period  shown 
corresponds  with  Twentieth  Century's  implementation  of  its  current  investment  philosophy  and  practices  on  June  30,  19/1. 

©  1995  Twentieth  Century  Services,  Inc.    P.O.  Box  419200    teas  City,  MO  64141-6200  BSW 


BusinessWeek 


WHERE 
TO  INVEST 


INTRODUCTION 

How  do  you  top  a  year  like  this 
one?  It  won't  be  easy,  but  business 
week's  annual  investment  outlook 
can  help  you  plot  your  strategy  62 

THE  FRAMEWORK 

You  can't  invest  in  a  vacuum. 
Here's  how  the  economy,  the 
budget,  and  Presidential  politics 
could  affect  your  choices  64 

STRATEGIES  FOR  STOCKS 
The  market's  new  math,  high-tech 
plays,  small-caps,  stocks  to  avoid, 
global  strategies.  Inside  Wall 
Street,  and  picks  from  the  pros  82 

THE  INVESTMENT 
SPECTRUM 

There's  more  to  investing  than 
stocks.  Bonds  are  almost  partied 
out,  munis  risky,  but  a  few  futures 
have  a  future,  while  real  estate 
looks  better  and  art  fetching  106 


REST  AND  WORST 

Continental  Airlines  comes  in  from 
the  cold,  Edison  Brothers  looks 
like  a  dim  bulb,  steelmakers  suffer, 
riverboat  gambling  gets  stuck  in 
the  mud,  corn  starts  popping,  and 
the  Swiss  market  sizzles  126 


THE  INVESTMENT 
SCOREROARD 

Corporate  earnings  should  keep 
chugging  along  in  1996 — though 
with  somewhat  less  steam.  Which 
companies  to  pick?  Here's  the 
scoop  on  900  big  ones  129 


FRAMEWORK  INTRODUCTION 


^It  Doesn^t  Get  Any 
Better  Than  This^ 

Investors  had  some  ride  in  1995-and  there's  no  reason  to  bail  out  ye 


"hat  a  year!  The  U.  S.  stock 
market  soared,  delivering  in- 
vestors a  total  return  so  far 
of  more  than  37% — the  best 
showing  since  1975.  And  if  the  market 
moves  up  a  tad  higher  as  the  year 
comes  to  a  close,  it  will  be  the  best  since 
1958.  Even  more  amazing,  bonds  re- 
bounded from  a  horrid  1994  and  racked 
up  double-digit  returns.  "Savor  the  mo- 
ment," says  H.  Bradlee  Perry,  veteran 
money  manager  and  retired  chairman 
of  David  L.  Babson  &  Co.,  who  counts 
more  than  four  decades  of  investing  ex- 
perience. "It  doesn't  get 
any  better  than  this." 

Perhaps  not.  Markets 
don't  make  such  huge  gains 
two  years  in  a  row.  But 
Perry  isn't  retreating  from 
the  financial  markets,  nor 
should  you.  Sure,  there  are 
always  risks  of  a  market 


some  investors.  But  the 
economic  backdrop  that 
helped  produce  the  remark- 
able returns — low  interest 


find  its  way  back  to  the  stock  and  bond 
markets,  too. 

To  help  you  plan  your  portfoho,  we 
bring  you  Where  to  Invest  in  1996, 
BUSINESS  week's  annual  investment  out- 
look. This  special  double  issue  covers 
the  investment  world.  Besides  the  low- 
down  on  how  to  play  the  U.  S.  stock 
market  (page  82),  our  global  network  of 
correspondents  brings  you  the  best  in- 
vestment ideas  fi-om  Europe  (page  92) 
to  Mexico  (page  96)  to  .Japan  (page  94) 
and  the  rest  of  Asia  (page  95). 

Before  you  start  globetrotting,  get 

CAN  YOU  TOP  THIS? 


TOTAL 

RETURN* 

BEST  YEAR 

ANNUALIZED  TOTAL  RETURN" 

1995 

SINCE... 

5-YEAR 

10-YEAR 

LARGE-COMPANY 
U.S.  STOCKS 

37.2% 

1975 

16.8% 

12.2% 

SMALL-COMPANY 
U.S.  STOCKS 

32.2 

1991 

24.4 

12.2 

LONG-TERM  U.S. 
GOVERNMENT  BONDS 

28.2 

1985 

12.9 

12.2 

INTERM.-TERM  U.S. 
GOVERNMENT  BONDS 

15.7 

1985 

9,0 

9.3 

TREASURY  BILLS 

5.1 

1991 

4.3 

5.6 

*Stocks  through  Dec.  1 1 ,  bonds  and  bills,  Nov.  30 

'•Through  Nov.  30 

DATA  IBBOTSON  ASSOCIATES.  BW 

ment  fh-ms  (page  78).  Who's  the  mo 
bullish?  The  most  bearish?  And  what 
their  collective  wisdom.?  Many  are  st 
buUish  on  technology'  stocks.  So  are  v 
(page  86).  Prices  are  down,  so  the: 
are  good  opportunities.  Merger  mani 
another  major  theme  of  1995's  sto( 
market,  should  continue  into  1996  (i)ag 
89).  Small-cap  stocks,  which  did  we 
but  still  trailed  the  big  companies 
1995,  may  move  out  in  front  in  195 
(page  88). 

Want  more?  Pick  up  some  leads  fro 
the  portfolios  assembled  by  our  han( 
picked    pros  using 
make-believe  $100,000 
have  asked  them  to  inve 
(page  100).  Don't  forget 
check    out    Inside  W 
Street   (page   105).  A 
don't  make  a  move  befa 
reading   the    story  th: 
starts  on  page  90  for  thoi 


ed.  The  Investment  Outloc 
Scoreboard  (page  129)  pn 
vides  plenty  of  data  to  bi 
those  ideas  up  with  yoi 


very  much  in  place  and  will    TREASURY  BILLS  5.1       1991  4.3  5.6  portfoho  manaj 

not  be  dislodged  easily.    ers  pick  vour  stocks,  tui 

And  the  financial  system     'Stocks  through  Dec.  ll,  bonds  and  bills,  Nov.  30  "Through  Nov.  30     data  iBBOTsoN  ASSOCIATES.  Bw         ^j^^  mutual-fund  reviV 

is  flush  with  investable  fimds.  For  stait-    yourself  a  solid  grounding  at  home,     (page  106)  to  find  out  which  ones  ha\ 


ers,  there's  the  cash  pouring  into  mutu- 
al funds,  which  in  turn  flows  into  the 
stock  market.  "That's  a  standing  order 
to  buy  $6  billion  to  .$8  billion  in  stocks  a 
month,"  says  WiUiam  E.  Dodge,  invest- 
ment strategist  for  Dean  Witter  Reyn- 
olds Inc.  The  money's  likely  to  stay  in- 
vested since  much  of  it  is  in  long-term 
401(k)  retirement  accounts.  Investment 
strategist  Charles  I.  Clough  of  Merrill 
Lynch  &  Co.  points  to  the  .$350  billion 
that  investors  socked  into  money-mar- 
ket funds  and  certificates  of  deposit 
when  short-term  rates  were  high.  With 
the  Federal  Reserve  almost  certain  to 
shave  rates,  much  of  that  money  will 


Start  with  the  economic  outlook  (page 
(>4),  which  sketches  the  look  of  the  U.  S. 
economy  in  the  new  year.  (Hint:  It 
looks  slow.)  Then,  our  Washington  cor- 
respondents bring  you  an  analysis  of 
what's  likely  to  happen  in  the  budget 
negotiations  between  President  Clinton 
and  the  GOP-controlled  Congi'ess  (page 
70).  But  investors'  interest  doesn't  end 
with  the  budget.  There's  plenty  to 
watch  out  for  as  the  Presidential  elec- 
tion year  unfolds. 

Move  on  to  stocks,  and  start  by 
checking  in  with  a  new  feature,  a  sur- 
vey of  top-flight  stock  market  strate- 
gists ft'om  some  of  the  leading  invest- 


done  the  best  picking  of  late. 

Of  course,  there's  more  to  investir 
than  just  buying  stocks.  If  you're 
bond  buyer,  cheek  out  the  story  on  paj 
110  for  the  best  deals  in  today's  lo'V 
yield  envii-onment.  You  might  find  the; 
among  the  tax-exempt  municipal  bom 
(page  114).  And  there  are  opportuniti( 
in  more  tangible  assets  as  well:  con 
modifies  (page  116),  real  estate  (pag 
122)  and  fine  art  (page  124). 

It  may  be  tough  to  duplicate  1991 
investment  results.  But  with  a  fe' 
smart  ideas,  you  might  be  surprised. 

By  Jeffrey  M.  Laderma 
in  New  Yor 
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Why  the  Expansion 
Still  Has  Legs 

Mild  inflation  and  low  rates  will  keep  recession  at  bay 


Based  on  the  length  of  past  ex- 
pansions, 1996  should  be  a  year 
in  which  the  economy  is  in- 
creasingly vulnerable  to  a  reces- 
sion. But  rest  easy.  Sure,  this  expansion 
is  an  old-timer  by  postwar  standards, 
and  it's  not  nearly  as  spry  as  it  was  a 
year  ago.  But  with  the  Geritol  of  low  in- 
flation and  interest  rates,  there  is  eve- 
ry reason  to  believe  the  consensus 
view  of  the  50  forecasters  surveyed  by 
BUSINESS  WEEK:  The  economy  will  con- 
tinue to  grow  at  a  steady,  if  plodding, 
pace  for  the  sixth  year  in  a  row  (table). 

Although  inventories  look  a  bit  high 
and  household  debt  is  rising,  there  are 
no  imbalances  of  the  size  that  usually 
precede  downturns.  And  don't  worry 
about  the  budget  deal.  Washington's 
seven-year  plan  to  balance  the  budget  is 
likely  to  have  tax  cuts  up  fi-ont  with 
spending  cuts  later  on.  So  any  fiscal 
drag  in  1996  will  be  small  or  nonexis- 
tent. Of  course,  if  Congress  and  the 
White  House  fail  to  come  up  with  a 
credible  blueprint,  all  bets  on  lower 
interest  rates  are  off. 

More  important,  inflation  pressures 


are  expected  to  remain  practically  nil 
and  economic  growth  only  lukewarm, 
so  the  Federal  Reserve  will  be  cutting 
interest  rates,  not  raising  them.  Such 
tame  inflation  prospects  six  years  into 
an  expansion — and  their  impact  on 
rates — are  a  key  difference  in  this  busi- 
ness cycle,  vs.  those  in  the  past. 

Low  interest  rates  are  the  primary 
catalyst  for  continued  growth.  Long- 

THE  NEW  GDP  STATISTO^^ 

On  Dec.  19,  the  Commerce  Dept. 
switches  to  a  new  measurement  of 
gross  domestic  product  called  cham- 
weighted  gdp.  Since  this  gauge  gives 
less  weight  to  fast-growth  sectors  where 
prices  are  falling,  such  as  computers,  it 
yields  a  slower  pace  of  economic 
growth  for  the  most  recent  years  com- 
pared with  the  old  1987-dollar,  fixed- 
weight  measure  previously  used.  Based 
on  economists'  projections,  1995's 
fixed-weight  gdp  growth  would  have 
been  about  2.8%.  On  a  comparable 
basis,  the  forecast  for  1996  would  have 
been  2.5%. 


ilSM" 

mm' 

term  rates  dropped  two  points  in  199Pi 
That's  worth  $200  billion  in  stimuli|[lllEll,illi 
over  the  next  two  years,  if  rates  sta  jjj  kjj[i: 
down.  Indeed,  1995's  huge  jump  in  stoc  m..^.. 
and  bond  prices  hardly  presage  ba 
times.  As  Laurence  H.  Meyer,  head  ( "'E'l'!  L  lll!l 
his  own  St.  Louis-based  consulting  fir]  HiUIiSfd 
notes,  recessions  usually  follow  a  boon  H[||till,lE| 
bust  pattern  as  strong  growth  forc(  iiii,','.;;; 
the  Fed  to  jack  up  interest  rates  in  a 
effort  to  head  off  inflation.  "This  tiir""*"' 
the  Fed  has  effectively  contained  tl^MlM 
boom,"  he  says,  "so  why  a  bust?"  mW'i 
We  agree,  business  week  expect  |[||[S[[j|i,- 

the  economy  will  gi-ow  2.3%  next  yea  ""  •  

measm-ed  from  fomth  quarter  to  fourt  '  "'"i 
quaiter,  a  bit  bettei-  than  the  1.9%  ave:  ^^^Ml] 
age  pace  expected  in  business  week  litlllllj; 
annual  roundup.  Note  that  these  pr(  IWyjim; 
jections  are  based  on  the  Commerc||[S)(|||][||j 

Dept.'s  chain-weighted  measiu"e  of  gros   

domestic  product,  which  is  expected  t  ™™HIL1I 
show  1995  growth  of  about  2%  (se 
box).  We  also  believe  inflation  will  entlillJISS,p[|i 
the  year  at  2.7%,  close  to  its  1995  rati 
and  that  joblessness,  although  rising  |||[[[  ynifj, 

bit  eaiiv  on,  will  finish  at  a  low  5.5%.  ■  '  

CHRISTMAS  BILLS.  We  expect  1996  t^^M^I] 
begin  slowly,  as  businesses  continue  tillilTU) 
wrestle  their  inventories  into  bette  lll)(Hj:... 
alignment  with  1995's  slower  pace  ( lllfl[isi|'i; 
sales — a  process  that  is  taking  longe  [u^^ 
than  anticipated.  Also,  households  wi  -  - . " 
struggle  with  big  credit-card  bills  froittlitjfi 
Christmas  '95.  But  gi-owth  will  pick  u 'lliF!llH[|]|j 
later  in  response  to  lower  interest  ratfl|||;[||f 
and  renewed  momentum  in  the  mani  |[|||||, 
facturing  sector  L^^. 

The  top-performing  sectors  will  b  -  "'^^'Hl 
exports — helped  by  competitive  gairpSEHSDS 
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PERCENT  CHANGE  IN  REAL  GROSS  DOMESTIC  PROOUCT 

REAL 

CONSUMER 

TREASURY  YIELDS 

JOBLESS 

(CHAIN  WEIGHTED) 

GOP 

PRICES 

3-MO. 

30-YR. 

RATE 

1996 

PERCENT  CHANGE 

1996 

1996 

1996 

1 

II 

III 

IV 

Iv  U  jj- 

IV  U  JU 

IV  Q 

IV  Q 

IV  Q 

II  n   CnCI  FD  Tho  Pnnforonro  RnarH 
iL  U.  rUoLCn  lilc  LfUIl  Iclclltc  DUdlU 

3.6 

2.7 

3.0 

3.1 

3.1 

3.9 

6.50 

7.90 

R  3 

SON  BENDERLY  Rpnriprlv  Frnnnmir  Assnriatps 

3.3 

3.0 

2.8 

2.3 

2.8 

3.5 

5.75 

7.00 

5.0 

ARLES  B.  REEDER  Charles  Reeder  Associates 

1.3 

1.7 

3.5 

4.4 

2.7 

2.7 

5.10 

6.00 

5.8 

'  SANNE  M  CAHN  CS  First  Boston 

UnillVk    Ilia    Vmill    \J  <J    1    II  J  L    l-r  U  O  L  U  1  1 

2.2 

2.4 

2.8 

3.1 

5.00 

6.25 

5.3 

ARLES  LIEBERMAN  Chemical  Securities 

2.9 

2.4 

2.5 

2.5 

2.6 

3.4 

5.50 

7.00 

5.0 

[/in  M  Rl  IT7FR  ^^^nd^rfi  H  Pnnr'Q 

2.5 

2.4 

2.4 

2.5 

2.5 

3.1 

4.70 

5.80 

•J .  u 

LLIAM  BROWN  J.  P.  Morgan 

3.0 

2.5 

2.5 

2.0 

2.5 

3.4 

5.50 

7.00 

5.2 

SHAEL  W  KERAN  Prudential  Insurance 

V  imkb  VI  ■  nkimiv  i  iuu<^iiliui  iiiiJuiuii<./i^ 

2.7 

2.7 

2.3 

2.3 

2.5 

2.8 

5.00 

5.50 

5.3 

BERT  A.  BRUSCA  Nikko  Securities  Co.  Int'l. 

3.0 

2.7 

2.4 

1.9 

5.30 

7.05 

5.2 

If  C  FAIR  Yale  Universitv 

I  V*  imii   luiL-  uiiiu^ioiiy 

2.5 

2.5 

2.3 

2.2 

2.4 

1.8 

5.50 

7.20 

5.4 

NAI  n  CTRAC7IIFIM  lUlorrill  1  wnrh 

2.2 

2.7 

2.8 

2.8 

2.4 

2.6 

5.05 

5.45 

o.o 

MES  COOPER  &  KATHLEEN  MADIGAN  Business  Week 

1.5 

2.3 

2.8 

2.4 

2.3 

2.7 

5.05 

5,30 

5.5 

,  SEPH  W.  DUNCAN  Dun  &  Bradstreet 

1.8 

2.0 

3.0 

2.5 

2.3 

2.9 

5.00 

5,90 

5.4 

ilART  G.  HOFFMAN  PNC  Bank 

1.5 

2.0 

2.7 

2.7 

£..■5 

o .  i 

5.65 

5,50 

5.4 

NALD  R.  REUSS  Piper  Capital  Management 

1.6 

1.9 

2.5 

3.5 

2.3 

3.2 

4.50 

5,00 

5.8 

1.7 

2.0 

2.0 

2.7 

2.2 

3.3 

5.30 

6,30 

RRIS  COHEN  Morris  Cohen  &  Associates 

2.0 

2.0 

2.4 

2.4 

2.2 

3.0 

5.00 

5,70 

5.4 

NSTANTINE  G.  SORAS  Nynex 

2.0 

2.1 

2.5 

2.2 

2.2 

2.2 

4.44 

6,29 

5.8 

HN  D.  WALTER  Dow  Corning 

1.9 

2.0 

2.4 

2.6 

5.00 

5,90 

5.5 

iHAEL  R.  ENGLUND  MMS  International 

2.5 

2.2 

1.9 

1.9 

2.1 

3  4 

5.20 

6.00 

5.1 

RT  F  KARI  WFPA  nrniin 
n  1  c  iviinL  vvLrn  uiuup 

2.1 

2.1 

2.1 

2.1 

2.1 

2.5 

4.50 

6,30 

NCY  J.  KIMELMAN  Technical  Data 

2.3 

2,3 

2.1 

1.9 

2.1 

2.4 

4.90 

5,25 

6.0 

NRENCE  L.  KREICHER  Alliance  Capital  Management 

2.4 

2,1 

1.8 

2.0 

2.1 

2.9 

5.25 

5,75 

5.7 

ROL  A.  LEISENRING  CoreStates  Financial 

2.0 

2.0 

2.4 

2.5 

O  1 

4.80 

5,40 

5.9 

JRENCE  H.  MEYER  Laurence  H.  Meyer  &  Associates 

2.4 

2.3 

1.8 

1.8 

5.00 

6,30 

5.8 

EHAFI  R  PA9I  AW^KV.I  PIT  nrniin 

llSlHCL  n.  rHOLHtlOIV lu  bll  ulUUp 

1.7 

2.3 

2.4 

2.0 

2.1 

2.6 

5.00 

5,00 

R  7 

GER  BRINNER  DRi/McGraw-Hill 

2.3 

2.1 

1.9 

1.9 

2.0 

3.1 

5.08 

5,25 

5.7 

/ID  C.  MUNRO  High  Frequency  Economics 

2.0 

2.4 

2.3 

1.2 

2.0 

2.7 

5.50 

5,90 

5.4 

(N  REASER  First  Interstate  Bank 

1.9 

2.0 

1.9 

2.0 

O  f\ 

5.30 

5,20 

5.8 

!  VID  RESLER  Nomura  Securities  International 

1.8 

2.5 

1.8 

2.0 

^  m\J 

4.70 

5.80 

5.9 

fl  INA  M  TAINFR  lnrin<:iiP7  Carr  PiifiirpQ 

2.0 

1.8 

1.8 

2.2 

2.0 

2.8 

4.80 

6.75 

D.U 

TER  L.  BERNSTEIN  Peter  L.  Bernstein 

1.0 

1.3 

1.7 

3.8 

1.9 

2.4 

4.30 

5.70 

5.7 

THONY  CHAN  Banc  One  Investment  Advisors 

2.4 

2.4 

1.9 

0.8 

1.9 

3.0 

4.95 

5.75 

5.7 

URY  N.  HARRIS  PameWebber 

2.2 

2.0 

1.7 

1.5 

1  O 

O  Q 

5.10 

5.00 

5.5 

MES  W.  COONS  Huntington  Bancshares 

2.0 

1.8 

1.7 

1.5 

1  R 

^  1 
O  .  1 

5.00 

5.10 

5.9 

HEATHFR  DILLFNRFfiX  II  ^  TriKt 

2.2 

1.8 

1.5 

1.5 

1.8 

3.4 

4.50 

5.00 

LLIAM  W.  HELMAN  Smith  Barney 

1.6 

1.5 

1.8 

2.1 

1.8 

3.0 

5.00 

5.25 

5.0 

iHOLAS  S.  PERNA  Fleet  Financial  Group 

1.7 

1.4 

2.2 

1.8 

1.8 

3.0 

5.10 

6.40 

5  9 

NALD  RATAJCZAK  Georgia  State  University 

2.2 

2.1 

1.4 

1.4 

l.o 

o  o 

5.17 

6.12 

5  3 

NIEL  E.  LAUFENBERG  American  Express  Advisors 

2.0 

1.4 

1.9 

1.6 

1  7 

^  Q 

4.50 

6.10 

5  9 

vnCI  U.  Ltf  I  lid  LIUI 1  oDd  1  lu  odpiLdi  IVIdll\Ulo 

1.4 

1.6 

2.0 

2.1 

1.7 

2,2 

4.70 

5.70 

D  .o 

VID  L.  LITTMANN  Comerica  Bank 

1,7 

1.8 

1.7 

1.5 

1.7 

2,7 

4.75 

5.90 

6  1 

VID  ORR  First  Union 

1,6 

2.0 

1.5 

1.2 

1.6 

2.3 

4.70 

5.65 

U  ,  ZJ 

RL  PALASH  MCM  MoneyWatch 

1.5 

1.0 

2.0 

2.0 

1.6 

3.0 

5.00 

5.00 

CHELLE  COLLEY  LAUGHLIN  Sanwa  Securities  (USA) 

0.5 

1.5 

1.3 

1.5 

1  0 

9  7 

5.40 

5.00 

RERT  T  MrRFF  JoV^'i  R^r\V 

0.5 

1.0 

1.0 

1.5 

1.0 

2.4 

4.25 

5.20 

D.U 

ILtP  BRAVERMAN  DKB  Securities  (USA) 

1.5 

1.0 

1.0 

0.0 

0.9 

2.0 

4.70 

5.00 

■UREEN  F.  ALLYN  Scudder,  Stevens  &  Clark 

1.3 

0.8 

-2.0 

-2.1 

-0.6 

3.0 

4.50 

5.70 

5.4 

BERT  H.  PARKS  Robert  H.  Parks  &  Associates 

0.0 

-2.0 

-2.0 

0,0 

-1.0 

1.5 

3.50 

4.90 

7.5 

GARY  SHILLING  A.  Gary  Shilling  &  Co. 

-2.3 

-3.6 

-3.0 

-0.5 

-2.3 

2.2 

3.00 

5.00 

7.4 

NSENSUS 

1.9 

1.8 

1.9 

1.9 

1.9 

2.8 

5.01 

5.09 

5.7 

from  past  investments  and  a  healthy 
world  economy — and  capital  spending 
for  equipment  as  businesses  invest  heav- 
ily, if  a  bit  more  slowly,  in  technology. 
Also,  lower  interest  rates  will  underpin 
the  housing  and  durable  goods  sectors. 

New  technology  is  at  the  heart  of 
another  year  of  solid,  if  less  robust, 
gains  in  corporate  profits.  "Good  profit 
growth  in  a  slow-gi'owth,  low-inflation 
economy  is  testimony  to  all  the  cost- 
cutting,  the  strong  investment  spend- 
ing with  its  focus  on  productivity,  and 
the  benefits  from  the  technology  revolu- 
tion," says  Donald  H.  Straszheim  of 
Merrill  Lynch  &  Co.  The  mix  of  decent 
earnings  and  low  interest  rates  should 
keep  Wall  Street  percolating. 

Corporate  America's  new  competi- 
tiveness is  the  chief  reason  why  exports 
will  continue  to  be  a  growth  leader,  at 
least  matching  their  10%  pace  of  1995. 
At  the  same  time,  imports  will  slow, 
reflecting  modest  demand  in  the  U.  S. 
The  result:  an  improving  trade  deficit 
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that  could  add  handsomely  to  gdp. 
"World  growth  prospects  are  decent, 
and  Mexico  should  be  less  of  a  drag." 
says  C.  Heather  Dillenbeck,  a  consul- 
tant to  U.  S.  Trust  Co.  One  ai"ea  to  keep 
an  eye  on,  however,  is  Europe.  Germa- 
ny, the  Continent's  lead  economy,  was 
surprisingly  weak  in  the  second  half  of 
1995,  and  economists  are  lowering  their 
1996  projections.  Japan's  prospects  are 
improving,  and  East  Asia  will  continue 
to  post  strong  gi'owth. 
CONSENSUS?  NOT.  The  dollar  should  re- 
main finn  as  world  financial  markets  re- 
ward U.  S.  steps  toward  fiscal  respon- 
sibility and  the  Fed's  inflation  control. 
The  buck,  wliich  has  strengthened  re- 
cently vs.  the  Japanese  yen  and  the 
German  mark,  will  continue  to  do  so, 
but  it  will  not  rise  so  much  as  to  harm 
the  competitiveness  of  U.  S.  exporters. 

At  home,  the  ongoing  substitution  of 
capital  for  labor  will  limit  consumer 
spending.  Job  and  income  gains  will  con- 
tinue to  slow  as  household  debt  increas- 


es. "But  as  long  as  emplo>Tnent  is 
least  growing,"  says  Constantine  G.  S 
ras  of  Nynex  Coi"p.,  "rising  debt  shou 
not  be  a  concern."  Also,  the  labor  ma 
ket  should  stay  tight  enough  to  genera 
wage  gains  above  inflation,  a  boost  f 
many  consumers'  real  pay.  Anoth( 
round  of  mortgage  refinancings  may  al 
help  household  budgets. 

Of  course,  you'll  never  get  100 
agreement  from  50  economists.  Ma 
reen  F.  Allyn  of  Scudder,  Stevens 
Clark  Inc.  expects  a  recession  to  beg 
by  the  middle  of  the  year  She  blames 
sharper  than  expected  falloff  in  corp 
rate  profits.  "That  leads  to  layoffs  ai 
falling  income  gi'owth,  which  expose 
household  debt  problems,"  she  say 
causing  consumers  to  pack  it  in.  It's 
scenario  that  deserves  some  though 
But  with  low  inflation  and  low  rates 
support  1996  gi'owih,  recession  seen 
more  Uke  a  worry  for  1997. 

By  James  C.  Cooper  and  Kathlee 
Madigan  in  New  York 


HOW  I 
IT  IS 


I  TOP  GURU 


Expect  a  So-So  '96  if  Mimro  Is  on  the  Money  Again 


Almost  all  of  last  year's 
crystal-ball  gazers  cor- 
rectly forecast  continued 
expansion  in  1995,  but  project- 
ing healthy  growth  along  with 
falling  interest  rates  was  a  feat 
accomplished  by  just  a  handful. 
The  most  accurate  of  last 
year's  50  was  David  C.  Munro, 
chief  domestic  economist  of 
High  Frequency  Economics 
Ltd.,  a  consulting  firm  in  Val- 
halla, N.  Y.  For  the  second  year 
in  a  row,  economic  consultant 
Morris  Cohen  placed  second, 
with  David  Resler  of  Nomura 
Securities  International  Inc. 
rounding  out  the  top  three. 

Munro  says  that  a  1995  fore- 
cast of  2.5%  gi'owth  in  real 
gi'oss  domestic  product,  meas- 
ured by  the  old  1987-dollar, 
ftxed-w-eight  method,  was  an 
easy  call  because  "policymakers 
were  focusing  on  sustainable 
gi'owih,"  thought  to  have  been  2.5% 
based  on  the  old  gdp.  At  the  same 
time,  Mum-o  believed  that  several 
factors  would  hold  down  inflation  and 
interest  rates.  His  rationale:  "Corpo- 
rate restructurings  have  been  unlike 
anything  we  have  ever  seen.  Coi-po- 
rations  in  1995  were  tiying  to  make 


BEST  OF  50  FORECASTERS:  And  no  fancy  degree 


profit  targets  by  controlling  costs, 
not  by  price  markups."  And,  he  says, 
consumers  turned  more  hawkish 
about  accepting  price  hikes. 
HEARTLAND  PRAGMATiST.  Because 
Munro  views  these  factors  as  shifts 
in  the  stinctural  makeup  of  inflation, 
he  says  that  consumer  prices  wifl 
rise  2.7%  in  1996,  about  the  same  as 


in  1995.  He  also  expects  in- 
creased consumer  spending, 
more  homebuilding,  and  strong- 
er exports,  so  real  gdp  will 
gi'ow  2%,  considered  by  some  to 
be  the  fastest  noninflationary 
rate  possible  under  the  new 
chain-weighted  method.  Inven- 
tories, which  swTJing  sharply  in 
1995,  will  rise  more  smoothly. 
Munro's  forecast  is  almost 
smack-dab  in  the  middle  of  the 
latest  siu'vey  (page  65),  making 
his  an  average  '96  forecast. 

Wliat  does  make  Munro  un- 
usual among  chief  economists  is 
that  he  lacks  an  advanced  de- 
gi'ee.  Instead,  he  says,  he 
"toiled  as  an  apprentice  in  ap- 
phed  economics"  at  the  Council 
of  Economic  Advisers,  working 
his  way  up  to  senior  staff  econ- 
omist before  switching  to  Gen- 
eral  Motors  Corp.  and  then 
joining  High  Frequency  four  years 
ago.  Learning  by  doing  has  made  the 
Midwest  native  "a  pragmatic  ana- 
lyst" who  doesn't  kowtow  to  any  par- 
ticular economic  school  of  thought. 
As  Mum'o  will  likely  agi'ee,  accura- 
cy— not  ideology — is  what  matters. 

By  Kathleeyi  Madigan 
in  New  York 


feral  Ace. 
al:  \oi;i: 


HOW  DID  SOMETHING  SO  LARGE  AND  HARD  TO  MOVE  GET  WHERE 
IT  IS  TODAY?  A  QUESTION  TO  ASK  YOUR  INSURANCE  COMPANY 


Sign  on  with  most  large  insurance  companies,  and  you  may  Find  them  curiously  unresponsive.  Ikit  not 
■neral  Accident  Insurance.  Before  you  ever  need  to  make  a  claim,  we'll  send  a  team  of  underwriters,  claims 
2cialists  and  loss  control  experts  to  examine  your  business.  To  make  suggestions  that  could  save  you  money 
your  insurance.  Or  even  help  save  your  property. 

To  learn  about  our  entire  line  of  commercial  insurance  products,  talk  to  an  hidependent  Agent  or  give  us 
all.  You'll  find  we  have  $6  billion  in  assets.  Global  capabilities.  An  A+ 
iperior)  rating  from  A.M.  Best,  a  national  insurance  rating  service.  And  ^  l    A        •  i 

General  Accident 

ledication  to  helping  our  customers  that's  positively  carved  in  stone.  InSUranCC 


The  flood  was  unexpected. 

The  flood  of  insurance  claims  was 
very  expected. 

Adjusters  worked  around  the  clock. 
Data  poured  into  the  systems. 
Checks  had  to  go  out  immediately. 


Good  thing  the  insurance  companies 
were  covered  by  OS/2. 


Can  your 
software 
do  this? 


Maii\  [)c()|ilf  rt'K  on  insunince 
conipanit's  hir  [trace  ol  mind. 
Fact  Wdiidcr  wlifif  insiiraii<  <" 
coriipatiics  <j;('t  tlirirs'.''  The  lact  is.  Iroin  liomr  and  lile 
to  (  oinnu'icial  insurance,  some  ol  the  hi^j^esl  names 
in  the  business  rely  on  OS/2! 

In  an  industry  where  even  a  "slow  linsiness  dav' 
can  ohen  involve  tens  ol  thousands  ol  transactions. 


downtime  simply  cant  l)e  tolerated.  With  its  huilt-in 

OS/2  Warp  Conned  f  iillpack  is  available  liom  IBM  lor  $189  by  calling  1  800 IBM-3333.  exi  EA120  In  Canada,  please  call  1  800  IBM  CALL,  exi  1290  Reseller  prices  may  vary  The  IBM  home  page  is  located  at  hllp  //www  ibm  com 


Crash  B-otection"  OS/2  pnn  ides  a  rock-solid  32-bit 
foinidalion  lor  the  entire  network,  Irom  desktops  an(iilwin,Hn| 
mobile  computers  to  servers  ol  every  size. 

OS/2  has  enal)led  companic^s  lik(^  Travelers  and  ( 
( Jiul)h  &  Son,  Inc.  to  become  more  etficient  and  mojolc 
responsive  tf)  their  customers. 

By  l)uil(lin<.f  distriliuted  systems  on  OS/2,  they'r 
profiting  from  reduced  du[)lications  and  errors.  bett( 
access  to  data  and  a  lower  cost  ol  semce. 


'i«-lo„i| 

a^'iili-invr 


But  the  insurance  companies  arent 
Illy  ones  who  are  profiting  hy  it. 
3S/2  (and  its  latest  release,  OS/2 
Connect)  already  plays  a 
)le  in  banldng,  handling  over 
iUion  ATM  transactions  daily.  It  s 
in  fast-food  checkout  systems,  airline  reservations 
m  enforcement. 

foure  no  douht  using  OS/2  in  your  life  almost 


every  day.  Gall  I        lBM-3333,  ext.  EA12(),  and  well 
show  you  how  you  can  use  it  in  your  business  as  well. 
Or  visit  our  Web  site  at  http://www.software.ibm. corn 
lor  details.  Lib-  so  many  successful  companies,  you  11 
find  OS/2  is  the  best  insurance  you  can  buy. 


Solutions  for  a  small  planet" 


WASHINGTON  OUTLOOK 


TH^  Battle 
of  the  Potomac  j 

The  future  shape  of  government  will  be  at  stake 


MOHETARY  POLICY 


For  investors  in 
1996,  the  wheeling 
and  dealing  on  If  the  pols  deliver  on 
Wall  Street  could  deficit  reduction, 

well  pale  beside  the  ^  i  •  i 

action  on  Pennsylvania  Greenspan  has  promised 

Avenue.  Take  a  look:  to  offset  the  drag  of 

There  will  be  a  titanic  slower  federal  spending 

struggle  for  budget  •  _ 

supremacy  between  ^th  easier  money 
President  Clinton  and 
congressional  Republicans,  a  heated 
debate  over  the  future  of  the  income 
tax,  and  new  battles  over  federal 
spending.  Add  to  that  a  further  restruc- 
turing of  the  NASDAQ  market,  unfinished 
squabbles  over  the  scope  of  federal  reg- 
ulation, and  an  interest-rate  cut  or  two 
by  a  Federal  Reserve  that's  getting 
more  confident  that  it's  winning  the  bat- 
tle against  inflation.  And  for  an  end-of- 
year  finale,  investors  can  look  forward 
to  the  1996  Presidential  and  congres- 
sional elections. 

The  betting  is  that  1995's  fiscal  wars 
will  end  with  a  deal  to  balance  the  bud- 
get by  2002.  The  bitter  debate  over  fis- 
cal policy,  though,  will  eventually  be 
overshadowed  by  the  year's  major  is- 
sue— nothing  less  than  the  future  shape 
of  the  federal  government.  That  debate 
will  not  only  dominate  the  1996  elec- 
tion but  also  affect  investors'  portfolios. 
RICH  AND  POOR.  Republicans  will  press 
their  case  that  prosperity  depends  on 
shrinking  government  and  regulations 
while  cutting  taxes.  The  Democrats  will 
insist  that  Washington  should  stUl  play  a 
key  role  in  providing  social  services, 
aiding  education,  training  workers,  and 
protecting  the  environment.  Clinton  will 


claim  credit  for  an  econo- 
my that's  growing  mod- 
erately with  low  inflation 
and  will  urge  a  national 
effort  to  narrow  the  gap 
between  rich  and  poor. 
The  debate  won't  be  just 
rhetoric — it  will  affect  the 
legislative  agenda.  Even 
with  a  balanced-budget 
agreement,  which  would 
establish  only  a  framework  for  elimi- 
nating red  ink,  Congi'ess  must  still  make 
the  actual  cuts  in  progi'ams  in  '96  and 
each  successive  year  to  keep  the  deficit 
moving  toward  zero. 

If  a  budget  compromise  is  engineered 
by  White  House  Chief  of  Staff  Leon  E. 
Panetta  and  the  Republican  Congi-ess,  it 
should  produce  immediate  dividends  in 
the  form  of  lower  short-term  interest 
rates.  Tine,  the  Fed  resents  the  popular 
perception  that  it  would  cut  rates  as  a 
quid  pro  quo  for  a  balanced-budget  plan. 
"I  very  much  dislike  that  thinking,"  says 


Fed  Governor  Janet  L.  Yellen.  Even  so 
Chainnan  Alan  Greenspan  has  promisecj 
for  years  that  he  would  ease  monetar 
policy  to  offset  the  economic  drag  o 
slower  federal  spending.  If  Washingtoi ' 
delivers  on  deficit  reduction,  Greensp 
&  Co.  can  be  counted  on  to  meet 
end  of  the  bargain. 

THIRD  TERM.  Monetary  mandarins  a| 
the  Fed  hardly  need  an  excuse  to  cuP'U'f^lOl 
rates.  Although  the  central  bank  doesn'' 
expect  a  recession,  it  sees  an  economT  j  fjj  j^-^j 
starting  to  sag  under  the  weight  of  higl  Jegjfijiyjj 
consumer  debt  and  big  factory  inven 
tories.  With  growth  expected  to  sloViUf^j" 
in  '96,  the  Fed  believes  it  can  cut  rate:  j Hj'jjjj., 
without  losing  gi-oimd  in  the  haixl-fougbsf  jjjijjjj'j 
battle  to  keep  inflation  at  less  than  3%  ^  of  the  ij-j 
"I'm  prepared  to  predict  inflation  is  no 
going  higher,"  insists  Fed  Vice-Chair 
man  Alan  S.  BHnder.  jjjj. 

As  a  result,  the  Fed  is  expected  t(  tj^  ^^^^ 
cut  the  5.75%  federal  funds  rate       ppej' ^ 
key  rate  it  sets  for  overnight  loans  be  retii^e^jp. 
tween  banks)  by  half  a  percentage  point  stalej  jjj^ 


CAPITAL  ISSUES 

SPENDING  Reaching  an  agreement 
to  balance  the  budget  is  the  easy 
part.  In  '96,  the  Democrats  and 

Republicans  will 
have  to  begin 
really  slashing 
spendmg — to  turn 
the  promise  of 
deficit-reduction 
into  reality. 


TAXES  Over  th 
next  few  week , 
Congress  and  : 
President  will 
reach  a  deal  o 
a  modest  tax  c 
In  1996,  the 
focus  will  shift  to  a  long-term 
overhaul  of  the  federal  tax  code, 
as  Republicans  lay  the  groundwc 
for  serious  reforms  in  1998,  sho 
they  regain  the  White  House 


7 


ire  spring.  By  then,  Clinton  will  like- 
ave  rewarded  Greenspan's  steward- 
)  of  the  central  bank  by  nominating 
to  a  third  term  as  chief — welcome 
'S  to  the  markets.  After  that, 
enspan  will  probably  move  the  Fed 
he  sidelines  to  keep  the  central  bank 
of  next  fall's  election-year  crossfire, 
f  news  on  the  interest-rate  front  is 


)  tax  code  will  get 
rhauled  eventually, 
a  flat  tax,  like  the 
!  endorsed  by  House 
jority  Leader  Armey, 
ks  like  a  long  shot 


raise  gradually — from  $600,000  to 
$750,000— the  amount  that  estates  can 
transfer  to  heirs  fi-ee  of  federal  tax. 

Even  the  long-awaited  cut  in  capital 
gains  may  disappoint  some  investors. 
The  GOP  plan,  which  would  reduce  the 
top  rate  from  28%  to  19.8%,  was  sup- 
posed to  apply  to  assets  sold  anytime  in 
199.5.  But  the  prospect  of  a  retroactive 
date  has  been  dim- 
ming.   That  means 
market  players  may 
he  better  off  waiting 
until  '96  to  take  prof- 
its— if  they're  vdlhng 
Lo  risk  a  market  cor- 
rection that  could  eat 
up    some    of  their 
gains. 

One  group  of  in- 
vestors should  act 
now.  The  GOP  plan 
would  treat  invest- 
ment losses  less  gen- 
erously than  current 
law:  It  would  requii'e 
$2  of  losses  to  offset 
$1  of  ordinary  income, 
twice  the  cuiTent  ra- 
tio. "Go  ahead  and 
If  a  compromise  is  struck  take   those  losses," 

by  White  House  Chief  of    ^^y^  ^om  Jackson,  a 
staff  Panetta  and 
Congress,  it  should  pay 
an  immediate  dividend: 
lower  interest  rates 


De- 


id  for  investors,  prospects  on  taxes 
decidedly  mixed.  In  the  short  mn,  a 
ital-gains  tax  cut  still  looks  like  a 
d  bet  as  part  of  any  budget  agi"ee- 
it.  The  same  can't  be  said  for  many 
3r  goodies  included  in  earher  ver- 
is  of  the  GOP  budget.  An  effort  by 
ise  Ways  &  Means  Committee  Chair- 
1  Bill  Archer  (R-Tex.)  to  index  capi- 
^ains  to  inflation  has  been  put  off  un- 
the  year  2000  and  could  well  be 
pped.  A  broad  expansion  of  individ- 
retirement  accounts  will  probably 
scaled  back,  as  will  gop  efforts  to 


tax  partner  at 
loitte  &  Touche. 

These  proposals  are 
mere  tinkering,  com- 
pared with  some  radi- 
cal reforms  the  gop 
has  in  mind.  Archer 
says  1996  wiW  "mark  the  beginning  of 
the  end  of  the  cuirent  income  tax  code." 
In  Januaiy,  a  GOP-chartered  commission 
headed  by  former  Housing  &  Urban 
Development  Secretaiy  Jack  F.  Kemp  is 
scheduled  to  release  recommendations 
for  a  simpler  system.  Later  in  the  year, 
the  House  Ways  &  Means  and  Senate 
Finance  committees  plan  to  hold  hear- 
ings on  overhauling  the  tax  code.  "The 
flat  tax  will  cause  a  lot  of  excitement," 
says  Thomas  P.  Ochsenschlager,  tax 
partner  at  accountants  Grant  Thornton. 
Among  the  plans  on  the  table:  ver- 


sions of  a  national  sales  tax  offered  by 
Archer  and  Senator  Richard  Lugar 
(Ind.),  who  is  a  Republican  long  shot 
for  the  White  House,  and  a  flat-rate  in- 
come tax  proposed  by  House  Majority 
Leader  Richard  Armey  (Tex.)  and  gop 
Presidential  hopeful  Steve  Forbes.  Clin- 
ton, who  has  yet  to  be  heard  from  on 
the  tax  reform  debate,  is  Hkely  to 
counter  with  a  plan  to  simplify  the  ex- 
isting code.  But  he  will  resist  calls  for  a 
complete  rewrite  of  tax  law. 
FEE  BASIS.  How  will  the  tax  debate 
turn  out?  Don't  be  surprised  to  see  a 
Tax  Reform  Act  of  1998  that  looks  a 
lot  like  the  landmark  tax  legislation 
of  1986,  which  kept  the  income-tax  sys- 
tem but  lowered  rates  and  trimmed 
many  deductions. 

More  big  news  for  investors  will 
come  from  the  Securities  &  Exchange 
Commission.  The  agency  vdll  turn  up 
the  pressure  on  fli'ms  to  overhaul  the 
way  they  pay  brokers — moving  ft'om  a 
system  driven  by  sales  commissions  to 
one  incorporating  advisory  fees.  The 
SEC  vrill  also  raise  the  stakes  in  its  cur- 
rent review  of  the  nasdaq  stock  mai'ket. 
NASDAQ's  recent  proposal  to  reci-uit  more 
outsiders  for  its  board  of  directors  and 
create  an  independent  regulatory  arm 
won't  be  enough  to  satisfy  sec  Chair- 
man Aithur  Levitt  Jr.  New  sec  initia- 
tives would  likely  narrow  spreads  in 
the  over-the-counter  market  to  make 
the  differences  between  dealers'  buy- 
ing and  selling  prices  comparable  to 
those  on  other  exchanges. 

In  one  respect,  '96  should  be  easier 
for  investors  than  '95.  Instead  of  waiting 
untfl  the  end  of  the  year  to  figure  out 
how  Congress  may  affect  their  portfo- 
lios, market  players  will  probably  know 
earher  in  1996  what's  in  store  for  them. 
That's  because  legislative  action  starts 
to  grind  to  a  halt  as  the  November  elec- 
tion approaches.  But  the  pause  will  be 
only  temporary.  The  gi'eat  ideological 
struggle  that  began  with  the  gop's  tak- 
ing control  of  Congress  in  1995  will  play 
itself  out  for  years  to  come. 

By  Dean  Foust  and  Howard  Gleck- 
nmn,  with  Amy  Barrett,  in  Washington 


.  RESERVE  With  the  economy 
1,  look  for  the  central  bank  to 
rest  rates,  especially  if 
iton  agrees  on  a  balanced 
Chairman  Alan  Greenspan 
I     will  then  move 
I     the  Fed  to  the 
^    I     sidelines  for 
'CJ  I     the  rest  of  '96 

— out  of  election- 
year  political 
crossfire. 


nil 


FINANCE  The  SEC 

will  continue  to  push 
for  big  changes  in 
the  NASDAQ  market, 
in  an  effort  to 
narrow  the  spreads 
for  small  investors 


in  over-the-counter  stocks. 
In  addition,  the  Supreme  Court 
will  rule  on  the  issue  of  whether 
states  can  keep  banks  out  of  the 
insurance  business. 


REGULATION  Despite  all  the  GOP 
promises,  very  few  regulatory 
reforms  were  enacted  in  '95.  The 
Republicans  will  try  again  in  '96, 
focusing  their  efforts  on  negotiating 
bipartisan 
changes  in 
environmental 
laws  and  health- 
and-safety 
regulations. 

DATA:  BUSINESS  WEEK 


Sit  back 


and  relax 


with  a  best-seller.  LeSabi 

What  could  be  more  relaxing  than  driving  the  best-selling 
full-size  car  in  America?*  You  know  it's  got  to  be  safe— 
with  everything  from  standard  dual  air  bags  to 
anti-lock  brakes.  You  know  it's  got  to  be  roomy, 
dependable,  and  reasonably  priced.  So  sit  back. 
Enjoy  the  ride.  You're  in  good  company. 
LeSabre  by  Buick.  For  more  information 
on  the  best-selling  full-size  car  in 
America,  call  1-800-4A-BU1CK. 


BUICK' 

The  New  Symbol  For  Quality 
In  America. 


THE 
FRAMEWORK 


BEST  BETS 


An  Investor's  Guide  to 
the  1996  Financial  Horizon 

BUSINESS  week's  experts  offer  the  lowdown  on  everything  from  inflation  to  merger  mani; 


For  this  annual  double  issue,  busi- 
ness WEEK  asked  its  economic 
and  market  experts  to  come  up 
with  their  best  bets  for  1996.  How 
should  investors  play  the  election-year 
gamesmanship  in  Washington?  Which 
technology-  stock  will  fare  the  best  after 
the  gi'eat  boom  of  1995?  What  is  the 
most  attractive  investment  opportu- 
nity overseas?  And  what's  the  most  like- 
ly company  to  be  swept  up  in  merger 
mania  over  the  next  year?  This  is  what 
our  reportei's  came  up  with: 

THE  ECONOMY 

The  odds-on  best 
economic  bet  for 
1996  is  continued 
low  inflation,  de- 
spite an  unemploy- 
ment  rate  of  only 
5.6%.  The  reasons 
^^^^^iH^^  are  structural 
rather  than  cychcal.  Fu"st.  investment  in 
new  technology-  is  enhancing  productiv- 
ity gi'owth  and  holding  dowm  costs,  ena- 
bling companies  to  keep  prices  low-. 
At  the  same  time,  corporations  face  in- 
creasingly intense  competition.  Cheap 
imports  continue  to  gi'ab  a  record  share 
of  domestic  demand.  And  the  competi- 
tion from  overseas  is  spilling  over 
into  other  markets.  The  best  example: 
the  proHferation  of  w-arehouse  stores 
and  other  retail  discounters,  which 
has  made  consumers  newly  haw-kish 
about  higher  piices.  Finally,  the  Fed- 
eral Reserve  under  Chairman  Alan 
Greenspan  has  made  clear  that  it  will 
not  allow  a  reacceleration  of  inflation, 
and  Greenspan  looks  like  a  shoo-in  for 
reappointment. 

In  this  environment,  inflation  cannot 
and  will  not  accelerate  fi-om  1995's  pace 
of  about  2.8%.  As  a  result,  another 
best  bet  for  1996  is  low  interest  rates, 
led  by  Fed  rate  cuts  of  between  a 
half-point  and  a  full  point.  This  will  as- 
sure that  1996  will  be  another  good 
year  for  Wall  Street  and  that  the  U.  S. 
will  stay  recession-free. 

By  James  C.  Cooper 
and  Kathleen  Madigan 


WASHINGTON 


For  investoi-s.  1996 
is  shaping  up  to  be 
the  year  of  the 
Great  Tax  Debate. 
Washington  will  be 
consumed  with  talk 
about  overhauling 
ihe  U.  S.  tax  code. 
But  with  real  change  not  likely  in  the 
coming  year,  market  players  would  be 
wise  to  resist  the  temptation  to  start 
fiddling  with  their  poitfolios  until  the 
fine  piint  becomes  clear.  The  best  bet 
is  not  to  bet  on  the  passage  of  any  spe- 
cific piece  of  tax  legislation. 

Republicans  will  be  promoting  a  be\->- 
of  competing  tax-reform  plans  during 
the  "96  campaign,  including  some  form  of 
a  flat  tax.  Hoping  to  exploit  voters'  dis- 
gust with  the  cuiTent  system  and  the 
Internal  Revenue  Ser\ice,  the  gop  hopes 
to  put  President  Chnton  on  the  defen- 
sive— so  fai;  he  has  been  lukewai-m  to 
the  idea  of  overhauhng  the  tax  code. 

But  there  will  be  no  serious  effort  to 
pass  a  tax-refoiTn  bill  until  1997  or  1998. 
With  aU  the  political  fuss,  it  may  be  hai'd 
for  investors  to  stay  on  the  sidehnes, 
but  there's  no  need  to  react  to  proposals 
which  may  never  see  the  light  of  day. 
"Individuals  shouldn't  wony  too  much," 
says  Clint  Sti-etch.  dii-ector  of  tax  legisla- 
tion at  accountants  Deloitte  &  Touche. 
"The  details  of  the  bills  they  are  looking 
at  now-  just  don't  resemble  w-hat  will 
come  out  in  the  end." 

By  Howard  Gleckman 


BONDS 


Bond  investors 
shouldn't  expect  an 
e-xciting  year.  With 
rates  at  a  two-yeai" 
low  and  inflation 
stable,  most  econo- 
mists and  flxed- 
income  strategists 
aren't  forecasting  much  movement  in 
yields  anytime  soon.  Their  ad\ice:  Get 
used  to  single-digit  coupons. 

The  best  buy  of  the  year  could  turn 


out  to  be  mortgage-backed  secimtie.-: 
eluding  Ginnie  Maes,  w-hich  now  y;- 
about  7%,  predicts  William  H.  Gra  - - 
managing  du-ector  of  Pacific  Investnw-fc- 
Managem.ent  Co.  But  he  ad\ises  \\i 
ing  until  the  Federal  Resen-e  has  ; 
short-teiTn  rates  before  buying. 

Investors  wanting  safety  and  liqui'^ 
should  think  about  notes  in  the  interrn  2;iz. 
ate,  five-  to  seven-year  range.  Becaus  2Ci"s 
the  relatively  flat  yield  cui'x-e,  inves  ir.sri 
don't  gain  much  by  going  to  10  yean 
even  30  years.  For  highly  taxed  indiv  I'srX- 
als,  the  top  pick  is  cleaiiy  municipal  bo  .'J^. 
Of  the  tax-free  closed-end  funds.  Tho*-": 
J.  Herzfeld,  head  of  Miami's  Tlioma  - 
Hei-zfeld  Ad\isoi-s  Inc.,  likes  Dreyfus  'U^ 
ifoiTiia  Municipal  Income  Fund  and  < 
Municipal  Pi-emium  Income  Ti-ust. 

By  Phillip  L.  Zif:s; 

MUNICIPALS 


Selectivity  she 
Vie  the  w-atchw 
lor  muni  invesl  -■■ 
in  1996.  High  yif 
and  scant  new 
ply  should  help, 
federal  budget  > 
and  a  weaker  i 
tional  economy  may  huit  state  and 
finances.  Plus,  feai-s  that  tax  refonn 
eliminate  theii-  tax-exempt  .status 
depress  muni  prices. 

How  to  cope?  Stick  to  bonds  issuedlsd;-}; 
projects  that  taxpayers  will  finance 
matter  w-hat,  such  as  revenue  bonds 
sued  for  water  and  sewer  projects, 
avoid  bonds  issued  for  projects,  such 
convention  centers,  that  could  be  vuli 
able  to  an  economic  slow-down. 

If  you're  looking  for  bai-gains,  consil:-^- 
munis  insured  by  mbi.a.  Inc.  or  anot 
insurer.  Today,  AAA-rated  insui-ed  bo  £»• ;. 
offer  higher  yields  than  some  bonds  ra  -y^ 
AA  without  insurance.  But  be  careM-  ^ .- ; 
sui'ed  bonds  may  not  be  as  easy  to  s 
says  Richai'd  J.  Moy-nihan,  who  overs 
.$27  billion  in  muni  ftmds  at  Drey^  C<  ;  r;; ' 
That  risk  and  othei-s  wiD  make  muni 
vesting  tricky  in  1996.  For  the  intrej 
though,  there  are  some  good  buys. 

By  KelleyHolU 
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LARGE-CAP  STOCKS 


TECHNOLOGY  STOCKS 


MERGER  TARGETS 


Wal-Mart  was  nev- 
er Wall  Street's  fa- 
vorite place  to 
shop,  but  it  sure 
was  the  favorite 
retaOer  in  which  to 
invest.  But  nearly 
three  years  ago, 
Vlart  Stores  Inc.  fell  from  favor  as 
■owth  rate  slowed,  and  the  company 
jed  a  costly  expansion.  The  stock,  at 
is  26%  below  its  all-time  1993  high, 
though  earnings  are  50%  higher. 
995"s  red-hot  market,  the  stock 
■d  only  11%. 

Wal-Mart  deserves  another  look, 
ts  fans  in  the  investment  commu- 
It's  oveipowering  the  competition, 
ral  discount  chains  in  the  Northeast 
1  bankinptcy,  and  rival  Kmart  Corjj. 
the  ropes.  At  the  same  time,  Wal- 
has  continued  to  invest  in  productiv- 
iliancing  technology.  More  important, 
VLut  is  still  growing  at  a  steady  15%, 
tlian  tvdce  the  average  company's 
al  growth  rate,  yet  it  sells  at  16 
-  next  year's  expected  earnings, 
're  getting  a  superior  company  at  an 
ige  p-e  ratio,"  says  Ronald  C.  Steele, 
olio  manager  of  the  UST  Master  Pro- 
vity  Enhancers  Fund.  In  a  slow- 
th  environment,  Wal-Mart's  superior 
th  rate  should  command  a  premium 
-earnings  ratio,  and  the  stock  could 
f  double  in  the  next  year. 

By  Jeffrey  M.  Laderman 

SMALL-CAP  STOCKS 

■  -  '  ;  The  magic  of  the 
telecommunications 
revolution  seems  to 
have  missed  Cen- 
tury Telephone  En- 
terprises. Offering 
local-exchange  and 
cellular  telephone 
ce  tlii-Qughout  14  Midwestern  states, 
;tock  of  the  Louisiana-based  concern 
anguished  over  the  past  year  while 
)verall  market  has  soared, 
it  Century  is  worth  watching  in 
.  For  one,  its  revenues  and  profits 
been  averaging  double-digit  per- 
ige  increases  for  several  years.  More- 
.  a  third  of  its  profits  now  comes 
cellular  operations,  a  positive  de- 
jment.  At  a  recent  p-e  of  14k;  times 
nated  1996  earnings,  the  stock  is 
ing  at  a  substantially  lower  multiple 
larger  telephone  companies  such  as 
Miuth  Corp.  and  gte  Corp.,  giving  it 
1  to  rise.  And  once  telecom  reform 
■s  thi'ough.  Century  could  turn  out  to 
n  attractive  buyout  target:  The  stock, 
$:]!,  could  be  worth  .$45  per  share. 

By  Geoffrey  Smith 


Investors  may  be 
wary  of  technology 
stocks  after  their 
mnup  in  1995.  But 
here's  one  that's 
a  genuine  value: 
Platinum  Technolo- 
gy Inc.  The  Oak- 
brook  Terrace  (111.)  software  developer 
trades  at  15'%,,  about  14  times  1996's  ex- 
pected earnings. 

Why  so  cheap?  Platinum  is  undergoing 
a  makeover,  brandling  out  from  develop- 
ing mainframe  database  utiUties  to  pro- 
grams for  managing  client-server  net- 
works, making  databases  more  accessible 
and  developing  applications.  And  it's  get- 
ting into  the  new  businesses  by  acquiring 
smaller  software  companies. 

"That's  always  risky,"  admits  Frank 
Michnoff,  software  analyst  at  Donaldson, 
Lufkin  &  Jem-ette  Secmities  Coip.  But  if 
it  works,  Michnoff  believes  Wall  Street 
will  recognize  the  company's  gi'owth  po- 
tential. By  Miclinoifs  estimation,  the  stock 
could  double  in  the  next  12  months. 

By  Jeffrey  M.  Laderman 

GLOBAL  MARKETS 

Money  gurus  who 
-foiu'  the  globe  for 
liigh  potential  re- 
turns lai'gely  agree: 
Interest  rates  will 
fall  further  in  Eu- 
rope than  the  U.  S. 
over  the  next  year. 
With  inflation  contained  and  gi-owth  still 
sluggish  across  the  Continent,  central 
bankei-s  ai'e  likely  to  treat  their  economies 
to  a  healthy  shot  of  monetaiy  stimulus. 
As  a  result,  key  short-teiTn  rates  in  Eu- 
rope could  ease  by  as  much  as  three  per- 
centage points,  compared  with  an  expect- 
ed quarter-point  in  the  U.  S. 

That  prospect  spells  opportunity  in 
the  bond  markets  of  Europe.  "Yield 
spreads  are  pretty  wide  between  Euro- 
pean bonds  and  their  U.  S.  equivalents," 
says  Robert  J.  Haddick,  manager  of  the 
$488  million  Fremont  Global  Fimd,  which 
invests  in  a  mix  of  U.  S.  and  interna- 
tional securities.  Besides  higher  income 
now,  such  bonds  could  offer  hefty  capital 
gains  as  yields  fall. 

One  downside:  A  significant  rise  in  the 
greenback  could  offset  gains  in  non-U.  S. 
bonds  and  stocks  alike.  That  means  doUai- 
based  investoi-s  should  be  cai-eful  to  hedge 
any  foreign  holdings  against  dollar  ap- 
preciation in  1996.  One  way  to  protect 
yourself  against  such  an  event  is  to  buy 
shares  in  a  global  fixed-income  mutual 
fimd  that  hedges,  such  as  Franklin  Tfem- 
pleton  Hard  Cuirency  Fund. 

By  Joan  Wamer 


Last  year's  best 
takeover  bet.  Pet 
Inc.,  was  acquired 
before  the  first  half 
of  1995.  From  this 
year's  batch  of 
potential  targets, 
some  savvy  pros 
are  betting  on  Washington  National 
Corp.,  which  provides  individual  and 
gi'oup  health  insurance,  disability  insur- 
ance for  teachers,  and  individual  life  insu- 
rance and  annuities.  Currently  trading 
at  $25  a  share,  it  could  be  worth  at  least 
$35  in  a  buyout,  figiu'es  investment  strat- 
egist Michael  E.  Metz  of  Oppenheimer  & 
Co.  The  company  posted  revenues  of 
$657  million  last  year  and  has  a  book 
value  of  $33  a  share. 

The  stock  has  been  dormant  for  some 
time  now,  trading  at  a  low  valuation  of 
about  eight  times  earnings.  But  the  in- 
surance business  has  become  so  com- 
petitive, several  big  money  managers 
note,  that  Washington  National  needs 
to  either  merge  or  sell  itself  to  a  larger 
insurer.  Moreover,  says  Metz,  manage- 
ment realizes  that  it  needs  to  do  some- 
thing to  enhance  the  stock's  value.  "It's 
a  sleeper  among  the  takeover  candi- 
dates, and  I  won't  be  surprised  at  all  if 
it  gets  acquired  in  mid- 1996,"  he  says. 

By  Gene  G.  Marcial 


SHORT  SALES 


Bf^-F^M^'^W  the  Internet 

^.^^kAml^M  stocks,  NETCOM  On- 
Line  Communica- 
tions offere  the  best 
opportunity  for  ag- 
gressive short-sell- 
ers. The  San  Jose 
(Calif.)  company, 
which  went  pubhe  a  year  ago  at  $13  a 
share,  now  trades  at  $52 — a  three-bag- 
ger, as  Peter  Lynch  would  say.  netcom 
provides  Internet  sei-vices  to  those  who 
want  it.  Dial  into  netcom,  and  for  $30  a 
month  you  get  unUmited  connect  time.  A 
good  deal,  compai'ed  with  the  major  online 
semces,  such  as  America  Online  Inc.  and 
Pi'odigy  Services  Co. 

NETCOM  is  in  the  red  this  year,  but  its 
fundamental  difficulty  is  competition — and 
not  just  with  the  big  boys,  netcom  com- 
petes with  dozens  of  smaller  Internet  pro- 
viders thi'oughout  the  country,  which  can 
offer  the  same  ser-vice  for  much  less.  The 
large  services  wiU  eventually  cut  prices  as 
well,  creating  enor-mous  problems  for  net- 
com. But  be  warned:  If  you're  thinking  of 
shorting  netcom  and  other  Internet 
stocks,  r-emember  that  these  companies 
have  a  way  of  defying  gravity — and  can 
squeeze  shorts  Uke  an  overripe  lemon. 

By  Gary  Weiss 
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11  intelligent  creatures. 

rftware  requires  more  processing  inside.  Contact  Intel  on  the  Internet 

ower  than  ever  before.  So  when  at  http://www.intel.com/procs/ 

□u're  buying  your  next  PC,  be  sure  pentium/  for  more  information, 
has  an  Intel  Pentium  processor 

JyS  Intel  Corporation,  ^Source  iCOMP  A  Simplitied  Measure  ot  Reldlive  Iniel  Microprutessor  Performdni;e,  Inlel  Corp  .  iy95 
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The  Computer  Inside;' 
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FEARLESS  MARKET  FORECASTERS 


Can  It  Go  On 
Like  This? 


all  pun 


Top  stock  strategists  see  only  a  5%  rise  in  the  Dow-but  not  everybody's  downbeat 


isLSiini' 


As  the  stock  market  climbs  to 
ever-greatei'  heights,  investors 
are  becoming  more  anxious 
about  where  to  put  their  dollars. 
To  find  out  what  leading  market  strat- 
egists are  telling  their  clients,  business 
WEEK  inaugurated  its  first  annual  sur- 
vey of  the  top  stock  market  strategists 
and  chief  investment  officers  at  the 
nation's  leading  securities  firms. 

The  debut  of  business  week's  market 
forecast  survey  found 
strategists  taking  a  decid- 
edly cautious  stance.  They 
expect,  on  average,  a  gain 
of  just  5%  for  the  Dow 
Jones  industrial  average  in 
1996 — about  half  its  aver- 
age growth  pel'  year  over 
the  long  term.  The  hot 
sectors  in  1995 — technolo- 
gy, financial,  and  health- 
care stocks — are  still  ex- 
pected to  beat  the  broad 
index,  say  the  strategists. 
But  this  yeai"'s  wallflowers, 
such  as  energy,  consumer 
staples,  and  gold,  are  gain- 
ing fans. 

"RISKY  BREW."  Strategists 
are  skittish  about  forecast- 
ing 1996's  market.  "The 
year  is  a  wild  card,"  says 
David  B.  Bostian  Jr.,  in- 
vestment strategist  and 
chief  economist  for  New 
York-based  Herzog,  Heine, 
Geduld  Inc.  He  cites  a 
"risky  brew. . .  of  uncertain- 
ty about  fiscal  and  monetaiy  [jolicies  in 
Washington,  weakness  in  the  debt- 
encumbered  consumer  sector,  and  the 
beginning  of  that  most  volatile  of  all  pe- 
riods— a  Presidential  election  in  both  the 
U.S.  and  Russia."  He  thinks  the  Dow 
could  drop  to  4,700  by  midyear  and  end 
1996  up  just  2%.  On  average,  strategists 
recommend  having  61.5%  of  one's  portfo- 
lio in  stocks.  Bostian,  however,  is  telling 
investors  to  begin  the  new  year  with 
just  40%  in  stocks — and  25%  in  cash. 

Another  prominent  bear  is  Oppen- 
heimer  &  Co.'s  E.  Michael  Metz.  He 
thinks  the  Dow  will  be  at  4,805  a  year 

7«  RIlCilNFC.c  \A/FFK  /  nFfFMRFR  9S  IQQS 


from  now  and  recommends  stalling  1996 
with  40%  in  cash.  Metz  expects  infla- 
tion to  rev  up  in  1996.  His  favorite  sec- 
tor? Gold.  Metz  tWnks  that  lower  short- 
term  interest  rates  worldwide  will 
lessen  the  opportunity  cost  of  holding 
gold  and  stem  selling  by  central  banks. 

A  handful  of  strategists  foresee  dou- 
ble-digit gains  for  the  Dow.  One  is  Dain 
Bosworth  Inc.'s  Robert  F.  Dickey,  who 
looks  f(3r  a  22%  gain.  "I  see  no  evidence 


production  of  oil  is  at  a  maximum  an  |j|u|^[||{||f 
demand  will  be  stronger."  According  1 
David  Shulman  of  Salomon  Brothei 
Inc.,  "investors  will  begin  to  realize  thi  lii.tlll 
a  secular  upswing  in  oil  field  capit: 
spending  is  under  way."  Anthony 
Dwyer  of  Josephthal  Lyon  &  Ross  Inclif.iO 
who  expects  a  big  sell-off  in  the  se 
ond  half  of  1996  from  a  Dow  that  ris( 
to  5,900  at  midyear,  likes  the  ei 
ergy  grouj 


that  the  long-term  market  is  making 
any  kind  of  final  top,"  says  Dickey,  al- 
though he  expects  a  sell-off  in  coming 
months:  "We'll  have  a  quarter  of  pain, 
and  then  the  market  will  start  back  up 
with  a  vengeance."  Dickey,  who  recom- 
mends keeping  70%-  in  stocks,  expects 
the  action  to  be  in  small-cap  growth 
stocks.  He  thinks  the  nasdaq  Combined 
Composite  index  will  rise  35%. 

Even  strategists  forecasting  a  tough 
investment  environment  see  plenty  of 
opportunities.  "Energy  could  be  a  big 
surprise,"  says  Natwest  Securities 
Corp.'s  Peter  J.  Canelo.  "I  think  the 


especially  offshore  drilling  rig  contracto 
Global  Marine  Inc.:  "As  the  markePI. 
nears  a  peak,  energy  is  usually  the  las 
sector  to  move  up."  Still,  strategist 
clear  favorites  are  computer  and  elei 
tronics  stocks. 

Last  year,  the  pundits  were  als^ 
down  on  the  market.  And  as  a  result 
many  of  them  missed  out  on  one  of  tb , 
greatest  bull  markets  in  histoiy  Afte  Lj,. , 
such  a  dazzling  nm,  hedging  one's  bet|}-....._ 
is  a  strong  temptation.  But  as  1991 ji^jj 
clearly  showed,  not  being  in  the  marke^  '*"" 
can  cost  a  pretty  penny. 

By  Suzanne  Woolley  in  New  Yori 


I     TOP  STRATEGISTS  FORECAST  THE  1996  STOCK  MARKET 

DOW  JONES  NASDAQ 
INDUSTRIAL  AVERAGE    COMBINED  COMPOSITE         ASSET  ALLOCATION       OUTPERFORMING  FAVORITE 


^E/FIRM 

6/30/96 

12/31/96 

6/30/96 

12/31/95 

STOCKS 

BONDS 

CASH    STOCK  SECTORS* 

STOCK 

THONY  F.  DWYER  Josephthal  Lyon  &  Ross 

5900 

5200 

1150 

1070 

65% 

25% 

10% 

E,  IC,  R 

Global  Marine 

iDCDT  D    DITTED  1  arlanhiirrr  ThalrriQnn  onH  Pn 
IDCn  1  D.  nil  1  Cn  LdUcilUUl^  llldlllldllll  dllU 

□  /  D\J 

1  9Rn 

1  1  9R 

7n 
/  u 

^n 

oU 

0 

F,  IC,  T 

MUUUc  oyblcMlo 

UtnC  C.  rCnUiil  Jn.  Jdllllt^y  IVIUiUgUlllcry  oCUlL 

DODVJ 

1  nn 
i  uu 

n 
u 

0 

E,  F,  IC 

inpui/uuipul 

ICn  AnUCndlin  \uo  HUVIoUiy 

1  nsn 

i  uou 

1 1  9n 

fin 

uU 

An 

H-U 

0 

R  IC,  T 

Pnmnon  Pnmn 

uuiiipdij  uuiiip. 

tinAlfU  UAVId  r\dubuilcr  rlclC/C  lAclbllcb 

oouu 

R 1  nn 

1  9nn 
i  uu 

1  nnn 

i  UUU 

RR 
O  O 

An 

'tU 

r- 

0 

CD,  R,  1 

TonH\/  Path 

idiioy  uurp. 

iEG  A.  SMITH  Prudential  Securities 

5600 

6000 

1150 

1250 

50 

50 

0 

CS,  S,  T 

Silicon  Graphics 

JRvn^UII  oo  rllbl  DUbLUll 

DOD\J 

R  1  9R 

1  n7R 

1  u  /  o 

Q7R 

fin 

DU 

^n 

oU 

10 

CS,  E,  H 

Pircf  ri'^to  Pnrn 

rlibl  udtd  uUrp. 

IRCHAI 1  ARIIFF  ^mith  Rnrnpu 

indnHLL  HuUrr  OIMIUI  Ddlllcy 

RQnn 

1 1  Rn 

1  1  .JU 

1  9Rn 

fin 

OU 

^n 

o  u 

10 

Growth 

IVlLUUIidlU  b  uUip. 

(FPU  RATTIPARI  lA  nriintal  H  Pn 
dCrn  DHI  llrHULIH  ulUllldl  d 

finnn 

1  1  RR 

1  9nn 

1  zuu 

7n 
/  u 

^n 

OU 

0 

H,  IC,  T 

rllllipb  lIcUo. 

linHlfU  C.  unlrro  Lcgg  IVIdoUfl  vVUUU  vVdlKcr 

1  1  nn 
i  i  uu 

Qnn 
^uu 

fiR 
D  0 

9  R 
Z  O 

10 

CS,  H 

risner  oci.  inn. 

IL  M.  DUDACK  UBS  Securities 

5500 

5500 

1200 

1 100 

65 

25 

10 

F,  R,  U 

Motorola 

WAnn  P  MlPnClfl  Plnor  l:)ffraw 

nHnu  r.  niuUwKi  ripci  Jdiiidy 

R 1  nn 

J  1  uu 

1  9nn 
1  ^uu 

1  nRn 
i  uou 

fin 

OU 

^n 

oU 

10 

F,  H,  S 

oiryKer  i^orp. 

UN  1  WHITF  Inforctato/lnhncnn  1  ano 
nn  If.  fffnllC  IIILcloldlc/JUIlMoUll  Ldllc 

DDKJKJ 

RAnn 

1  1  fin 

i  1  DU 

1  9nn 

Rn 

OU 

An 

'^U 

10 

CS,  F,  T 

roiicy  ivigmi.  oys. 

FFRFV  M  APPI  FRATF  1  ohman  Rrnc 

R«nn 

7n 
/  u 

•^n 
ou 

0 

F,  IC,  T 

HppiieQ  iviateridis 

ICn  il.  uHnCLU  lidlVVcbL  OCLUIIUcb 

RQnn 

1 1  Rn 

1  i  OU 

^  9^R 
1  zoo 

7n 
/  u 

^n 

OU 

0 

r   IP  T 

t,  IC,  1 

i^dierpiiiar 

0  CHALASANI  EVEREN  Securities 

5450 

5400 

1 130 

1 100 

60 

20 

20 

E,  IC,  T 

Newell  Co. 

Iti  Mil  1  FR  DnnalHcnn  1  iifttin  R,  Ipnrpffp 
IV  mlLLCn  L/UlldlUoUII  LUIKIM  QL  JCIIIClLt; 

1  1  nn 
1  i  uu 

Q^R 
O 

Rn 

OU 

An 

'+U 

10 

E,  F,  H 

Pq  1  II  1 1    r  Pa  m  m  c 

beiiuiar  L.ornms. 

NNK  TFI  7RnW  Prinrina!  Finannial  ^priiritipc: 
nnio  icLLnuft  riinLi)jdi  riiidiiuidi  ocuuiiuco 

1 1  Qn 

1  J.  ^u 

1  99n 
1  zzu 

fin 

DU 

^n 

OU 

10 

E,  F,  T 

lanoy  uorp. 

£RF  W  7FMPFI  Pnhprt  W  Rairrl  ^  Cn 

1  1  ■^R 
1  i  o  O 

1  1  «R 
i  i  oo 

fin 

DU 

^R 

O  O 

5 

E,  IC,  S 

1  1 1  n  1  r  Path 

Lundi  L;0rp. 

^FPH  H  RARTHFI  PahnpctnrL  IL  Pn 

R7nn 

1  9^  R 
i  <i  o  0 

i  ODU 

Qn 
y  u 

1  n 
i  u 

0 

r   o  II 

E,  S,  U 

VAA  PAntAIAArf* 

oca  ooniainers 
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0)  Consumer  durables;  autos,  housewares,  recreation/luxury  CS)  Consumer  staples:  foods,  beverages,  tobaccos,  household  goods  E)  Energy:  oil,  natural  gas  F)  Fmancials:  banks,  thrifts,  insur- 
:e,  real  estate  H)  Health:  pharmaceuticals,  health-care  services,  medical  devices,  drug  wholesalers  IC)  Industrial  cyclicals:  aerospace,  construction,  machinery,  machine  tools,  chemicals,  met- 
.  papers  R)  Retail:  all  retail  (except  drug  wholesalers)  S)  Services:  media,  entertainment,  personal  and  business  sen/ices,  waste  management,  transportation  T)  Technology:  computer  hardware, 
I  tware,  electronics,  electrical  equipment  U)  Utilities:  phones,  electric,  gas  utilities 
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Deep  inside  every  overstuffed  corporate  database,  there  are  priceless 
insights  and  brilliant  business  plans  struggling  to  get  out.  How  do 
you  unearth  them?  With  Alpha  Warehouse:'  data  warehousing  on 
Digital  AlphaServer^'  systems.  Their  64-bit  power  muscles  through 
complex  queries  over  a  hundred  times  faster  than  the  competition? 
Holds  up  to  14  gigabytes  of  data  in  memory.  Expands  to  multiple 
terabytes  of  storage.  And  generally  makes  32-bit  systems  look  like 
98-pound  weaklings.  Alpha  Warehouse  solutions  are  enormously  scalable, 
too.  Their  open  architecture  and  ukra-compliant  Distal  UNTK®  platform 
work  effortlessly  with  other  systems.  So  ffture  growth  is  all  gain,  and 
no  pain.  Digtal's 


players  like  Oracle, 


RECORD-BREAKING 
PERFORMANCE' 

AlphaServer  8400 
mnning 
Oracle?"'  t  7.3 

tptnC:  9-^14 

$/tpmC:  $316 


and  Red  Brick  give  you  a  huge 
database  applications,  and  familiar  access  and 


partnerships  with  key 
hformix 


APPUCATION 
IMPROVEMENTS* 

'  Complex  queries 

(5- way  join): 

25 1 .9  times  faster 

Ad  hoc  queries 
(3-way  join): 

95-4  times  faster 


choice  of 
yvpmting 


tools  like  Prism  and  SAS.  And  Alpha  Warehouse  is  already  hard 
at  work  around  the  world,  doing  trend  analysis,  profitability  modeling. 


risk  management,  inventory  control,  supply  chain  planning  and 
other  heavy  lifting.  Want  to  know  more?  You  don't 
even  have  to  gamble  a  stamp.  Just  punch  out  1-800-DIGITAL,  press  4, 


DDSD 


e-mail  to  moreinfo@digitaLcom  or  see  us  at  httpillwww.digitalcom, 

ABI 

•Performance  mformation,  benchmarked  by  Oracle  Corporation,  reflects  32-bit  vs.  64-bit  versions  of  Oracle?  running  on  Digital's  AlphaServer  8400 
system  with  Digital  UNIX.  tTPC  results,  Octobef  27,  1995.  IPC  is  a  trademark  of  the  Transaction  Processing  Performance  Council.  The  TPC-C  benchmark 
IS  the  mdustry  standard  for  measurinq  On-lme  Transaction  Processing  (OLTP)  performance.  ©1995  Digital  Equipment  Corporation.  Digital,  the 
DIGITAL  logo.  AlphaServer  and  Alpha  Warehouse  are  trademarks  of  Digital  Equipment  Corp.  UNIX  is  a  registerecTtrademark  in  the  United  Stales 
and  other  countries,  licensed  exclusively  through  X/Open  Company,  Ltd.  Digital  UNIX  V3  2  on  Alpha  is  an  X.'Open  UN1X93  bfar:ded  product. 
Oracle?  IS  a  trademark  of  Oracle  Corporation,  All  otner  products  are  trademarks  or  registered  trademarks  of  their  respective  companies. 
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Low  Rates,  High  Stock  Prices: 
It's  Not  Just  a  Phase 

The  Dow  is  bound  to  keep  climbing-but  the  rise  won't  be  as  dazzling  as  last  year 
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Watch  the  Dow  Jones  industri- 
al average  racing  along  north 
of  5000.  See  the  Standard  & 
Poor's  500-stock  index  cut 
through  the  600s.  Catch  the  xasdaq 
Composite  with  its  extra  digit,  now  that 
it's  over  1000.  Get  used  to  the  numbers: 
It's  the  stock  market's  new  math. 

The  math  may  be  new,  but  the  funda- 
mentals are  old  and  familiar:  corporate 
earnings  and  interest  rates.  In  that 
light,  the  stock  mai-ket's  amazing  perfor- 
mance in  1995  is  easy  to  explain.  Profits 
proved  surprisingly  strong,  up  about 
18%  on  the  s&p  500.  Most  pundits  ex- 
pected more  modest  earnings  gains.  But 
what  no  one  had  predicted  a  year  ago 
was  the  spectacular  drop  in  long-term 
interest  rates  that  slashed  the  yield  on 
the  benchmark  30-year  U.  S.  Ti-easury 
bond  fi-om  more  than  8%  to  today's  6%. 
The  confluence  of  events  could  wind  up 
making  1995  the  best 
year  for  ecjuities  in  20 
yeai's,  and  the  second- 
best  in  nearly  40 
years. 

No  stock  market 
can  sustain  that  kind 
of  performance  for 
two  years,  so  the 
prognosis  for  1996  is 
more  muted.  More 
important,  the  fimda- 
mentals  aren't  in 
place  for  anything  so 
dramatic.  The  U.S. 
economy  will  be  slug- 
gish in  1996,  with 
gross  domestic  product  growing  at 
about  2%. 

That  means  corporations  will  be  hard 
pressed  to  generate  the  big  bottom- 
line  increases  they  achieved  in  1994 
and  1995.  Operating  profits  won't  fall 
off  a  cliff,  but  they  could  well  come  in 
around  6.5% — the  long-term  average 
for  profit  gi'owth.  Assuming  no  change 
in  interest  rates,  that  would  send  the 
market  up  6.5%..  Add  to  that  a  2.5% 
dividend,  and  you  come  up  with  a  9% 
total  return. 

Suppose  investors  begin  to  realize 
that  the  decline  in  rates  isn't  just  a 


THE  DOW'S  RIVTTING  RISE 
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knee-jei"k  reaction  to  a  slowing  econo- 
my. Instead,  what  if  they  come  to  the 
conclusion  that  low  rates  are  here  to 
stay?  This  means  that  the  investment 
climate  has  made  a  once-in-decades 
shift  that  uproots  many  of  the  com- 
monly held  assumptions  about  invest- 
ing. "People  who  think  stocks  are  too 
high  are  using  standards  set  when  we 
had  double-digit  interest  rates,"  says 
Edward  M.  Kerschner,  chairman  of  the 
investment  policy  committee  at  Paine- 
Webber  Inc. 

STILL  UNDERVALUED?  The  new  era  of 

low  rates  and  lofty  stock  prices  is  based 
on  solid  economic  fundamentals.  Infla- 
tion, while  not  eradicated,  has  been 
tamed  because  the  U.  S.  government — 
and  the  governments  of  neaiiy  all  major 
industrial  nations  as  well — are  trying 
to  get  their  fiscal  policies  under  control. 
Inflation  remains  in  check,  too,  because 
of  increasing  global 
competition  that  forc- 
es corpoi-ations  to  be- 
come leaner  and  more 
productive  and  figure 
out  ways  to  make 
money  other  than  by 
hiking  prices. 

The     impact  of 
interest    rates  on 
stocks  is  enormous. 
In  fact,  as  far  as 
stocks  have  come  in 
the  last  year — 1350 
points  on  the  Dow, 
160   on   the  s&p 
500 — many  ana- 
lysts believe  the  stock  market  is  still 
undervalued  relative  to  bond  yields. 
How  much?  Just  look  at  the  curve  in 
the  chart  that  relates  interest  rates  to 
price-eamings  ratios  (page  83),  as  calcu- 
lated by  Kei-schner.  When  10-year  U.  S. 
government  bonds  yield  7%,  the  s&P 
500  should  have  a  p-e  of  only  13.  If  it 
were  lower,  stocks  would  be  cheap; 
higher  than  13,  expensive. 

Interest  rates  and  p-e  ratios  are  in- 
versely related.  When  rates  go  up,  p-e 
ratios  go  down  and  vice-versa.  Drop  the 
yield  from  7%  to  6%,  and  the  p-e  bal- 
loons from  13  to  18.  Go  down  just  a 


quarter  of  a  percentage  point  more,  tl-l 
5.75% — the  current  10-year  yield — an 
the  p-e  jumps  to  20.  Depending  on 
1996  eaiTiings  assumption,  the  estimatdie 
of  the  p-e  ran  from  14  to  18.  So  whil 
investors  might  argue  about  how  undei  I 
valued  stocks  are,  the  point  is  that 
ties  are  still  cheap.  "The  more  interesiik 
rates  come  down,  the  more  bullish  I  b4te 
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le,"  says  market  analyst  Elaine  M. 
■zarelli  of  Garzarelli  Capital  Inc.  Her 
jcast  for  yearend  1996  is  especially 
leat:  6300  on  the  Dow,  and  740  on 
s&P  500. 

)f  coui'se,  theoretical  valuation  mod- 
are  not  ironclad  guarantees.  They 
just  useful  guideposts  for  inves- 
i.  And  undervalued  stocks  and  mar- 
5  can  always  become  more  underval- 
il,  too.  After  all,  the  stock  market 
Mi't  had  more  than  a  3.3%  pullback 
I  ;he  1995  rally,  nor  has  it  undergone 
I  jrrection  of  10%  or  more  since  1990. 
■yen  in  a  bull  market,  you  can  get  a 
i)-to-15%  correction  at  any  time," 
s  Van  Harissis,  a  portfolio  manager 
Phoenix  Duff  &  Phelps.  "I'd  say 
re  long  overdue." 

FOR  GROWTH.  If  and  when  that  pull- 
k  comes,  the  stock  market's  new 
:h  will  make  it  seem  scaiy.  But  re- 
inber,  with  the  Dow  over  5000,  100 
nts  is  a  move  of  less  2%.  And  all  it 
would  take  to  send  the 


HOW  INTEREST  RATES 
SHOULD  MOVE  P-Es 


WHAT'S  THE  RIGHT 
P-E  FOR  A  STOCK? 


PRICE-EARNINGS  RATIO 
FOR  S&P  500* 


5.0  5.25  5,5  5.75  6.0  6.25  6.5  6.75  7.0  7.25  7,5 
►  YIELD  ON  10-YEAR  U.S,  TREASURY  BONDS 

'ASSUMES  i  ONG-TERM  6  5%  GROWTH  OF  CORPORATE  OPERATING  PROFITS 

Dow  down  100  is  an  average  loss  of  a 
little  more  than  one  point  in  each  of 
the  30  Dow  stocks.  But  so  long  as  the 
inflation  and  interest-rate  backdrops  re- 
main favorable,  smart  investors  should 
take  advantage  of  sell-offs  and  add  to 
their  holdings. 

The  best  investments  in  a  slow- 
gi'owth  economy  are  "gi'owth  stocks" — 
the     shares  of 
companies  whose 
earnings  growth  is 
reliable,  steady,  and 
much  faster  than  that 
of  the  stock  market  in 
general.  Most  of  the 
rip-roaring  high-tech 
companies  fall  in  this 
category  (page  86).  So 
are  many  big  consu- 
mer goods  compa- 
nies, including 
Coca-Cola,  East- 
man Kodak,  Gil- 
lette, and  Proc- 
ter    &  Gamble. 
Even  though  gi"owth 
is   slow   at  home, 
these    giants  have 
bright  prospects  be- 
cause of  their  ability  to 
sell  overseas. 

"People  worldwide 
genuflect  at  the  altar  of 
brand-name  products," 
says  analyst  Brenda 
Lee  Lanchy  of  Morgan 
Stanley  &  Co.  As  con- 
sumers' incomes  rise 
in  the  economically 
emerging  nations,  she 
says,  they  typically 
buy    the  products 
these  companies  seU. 
"The  fimdamentals  for 
these  companies  look 
the  best  they  have 
since  the  early  1970s." 

While  most  of  the 
big   global  growth 
stocks  have  moved 
up,    they're  still 
worth  buying.  For 
instance,  PhiUip  H. 


S&P  500  PRICE-EARNINGS  RATIO 


EARNINGS 
GROWTH 

RATE*    12.5     15    17.5     20  22.5 


10% 
15% 
20% 


15 
19 

25 


18 
25 
33 


22  26  30 
31  37  45 
43     54  67 


*10-year  growth  estimate 

DATA:  PAINEWEB8ER  INC, 

Brown  II,  president  of  Meridian  Invest- 
ment Co.  recently  bought  Procter  & 
Gamble  Co.  The  reason:  the  p-e  based 
on  1996  earnings  is  about  the  same  as 
the  s&p's,  but  he  thinks  p&g  earnings 
gains  will  be  about  twice  that  of  the 
market.  The  market  is  asking  no  pi'emi- 
um  now  for  p&g's  superior  earnings 
growth. 

But  in  a  slow-growth,  low-inflation 
world,  investors  will 
eventually  pay  that 
premium.  That's 
when  growth  stocks 
really  pay  off.  Look 
at  what  happens  to 
p-e  ratios  of  gi'owth 
stocks  under  vaiious 
scenarios  (table). 
PaineWebber's 
Kerschner,  who  pre- 
pared this  analysis, 
is  working  on  the 
assumption  that  the 
market's  long-term 
earnings  growth 
rate  is  6.5%  and  the 
p-e  based  on  1996 
earnings  is  17.5.  Un- 
der such  assump- 
tions, a  company 
with  a  steady  long- 
term  growth  rate  of  10%-,  like  p&g,  could 
justify  trading  at  22  times  eaiTiing.s — a 
p-e  26%  greater  than  the  s&P  500's.  Sup- 
pose the  s&P  p-e  moves  up  to  20.  p&g's 
p-e  could  go  to  26. 

With  faster-gi'owing  companies  such 
as  Wal-Mart  Stores,  with  a  15%-  growth 
rate,  or  Home  Depot,  with  20%,  the 
p-e  ratios  could  expand  even  more. 
That's  because  vrith  low  inflation,  the  fu- 
tm'e  eainings  those  companies  will  gen- 
erate are  worth  much  more  in  today's 
dollars.  A  company  with  a  solid  15% 
long-term  gi'owth  prospects  rate  could 
command  a  p-e  of  31  and  one  with  20% 
growth  a  p-e  of  43. 

Lofty  valuations,  for  sure.  But  if  the 
investor-friendly  environment  of  low  in- 
flation and  low  interest  rates  stays  in 
place,  these  high  p-e  ratios  will  become 
part  of  the  stock  market's  new  math. 
By  Jeffrey  M.  Laderman  in  New  York 


ACTION 


ADD  AWAY 

As  long  as 
interest 
rates  and 
inflation 
look  favor- 
able, take 
advantage 
of  sell-offs 


Building  Telecoalmuxicatioxs  Systems 
That  Help  Build  A  Better  World. 


STRATEGIES  FOR 
STOCKS 


TECHNOLOGY  STOCKS 


Tech's  Temperature 
Will  Stay  High 

Networking  and  software  should  keep  this  sector  hot 


I 


"nvestors  who  have  been  smart  or 
lucky  enough  to  own  technology 
stocks  are  licking  their  chops. 
•  Even  after  a  recent  retreat,  tech- 
stock  indexes  have  more  than  dou- 
bled— and  many  stocks  have  tripled, 
quadrupled,  or  more  since  the  jugger- 
naut got  started  in  mid-1994.  But  is 
tech  still  smart  for  1996? 

You  bet.  "We're  only  in  the  middle  of 
a  long,  multiyear  technology  cycle," 
says  analyst  Robert  Austrian  of  Mor- 
gan Stanley  &  Co.  Indeed,  the  popu- 
larization of  the  Internet  and  online 
services  as  a  communications  and  com- 
mercial vehicle  is  in  its  infancy.  The 
linking  of  computers  into  networks  as  a 
productivity-enhancing  tool  also  has  a 
long  way  to  go.  Companies  that  can 
capitalize  on  these  trends  are  well- 
poised  for  further  gains,  and  investors 
can  buy  many  of  the  stocks  well  below 
their  1995  highs  (table). 

Although  many  tech  stocks  have 
pulled  back,  not  much  looks  cheap.  But 

HIGH-TECH  PLAYS 


COMPANY 

1995 

RECENT 

P-E 

HI6H 

PRICE 

RATIO* 

NETWORKING  1 

BAY  NETWORKS 

50 

m 

31 

CISCO  SYSTEMS 

89M 

nA 

32 

SUN  MICROSYSTEMS 

m 

m 

21 

3COM 

MA 

26 

SEMICONDUCTORS  1 

ANALOG  DEVICES 

35/ 

18 

MAXIM  INTEG.  PROD. 

m 

20 

TOWER  SEMICOND. 

36 

25M 

11 

XILINX 

28=/ 

21 

SOFTWARE  1 

BMC  SOFTWARE 

bU 

41/ 

17 

COMPUTER  ASSOCIATES  66>^ 

62/ 

22 

INFORMIX 

34K 

27M 

27 

PLATINUM  TECHNOLOGY  26 


15% 


14 


*Based  on  estimates  for  1996  or  fiscal  years  endirig  in  1996 

DATA:  BW  SURVEY  OF  ANALYSTS  AND  PORTFOLIO  MANAGERS,  BLOOMBERG 
FINANCIAL  MARKETS.  NELSON  S  RESEARCH.  ZACKS  INVESTMENT  RESEARCH 


what  defines 
"cheap"  for  a 
technology'  stock 
is  how  it  is 
priced  relative 
to  where  the 
market  thinks 
it's  going,  not 
where  it  has 
been.  For  in- 
stance, every- 
one agrees  the 
Internet  is  an 
opportunity  of 
mammoth  pro- 
portions. But  just  how 
much  revenue  it  will 
produce  for  the  red-hot 
Internet  companies  such  as  Netscape 
Communications  Inc.  is  anybody's 
guess.  Charles  A.  Moms,  who  nms  the 
T.  Rowe  Price  Science  &  Technology' 
Fund,  estimates  that  Netscape,  at  123, 
is  valued  as  though  it  were  a  software 
company  \nth  annual  revenues  of  $1 
billion.  That  is  pret- 
ty rich  for  a  compa- 
ny whose  third-ciuarter 
sales  were  .$21  million. 
If  Netscape  reaches  -$2 
billion  in  a  few  years, 
today's  price  will  in  ret- 
rospect be  a  steal.  But 
if  growth  falls  short, 
watch  out  below. 
BREWING  JAVA.  That  S 
why  Netscape  and  its 
ilk  are  speculative. 
There  is  less  risk  but 
still  plenty  of  potential 
reward  for  investors  in 
more  established  companies  such 
as  Bay  Networks,  Cisco  Systems, 
Sun  Microsystems,  and  3Com.  All 
are  leaders  in  designing  and  manu- 
facturing the  hubs,  routers,  and 
switching  gear  that  link  computers 
to  networks.  In  addition,  Sun  de- 
veloped the  Java  progi-amming  lan- 
guage that  many  believe  will  be- 
come standard  for  the  Internet. 
"All  these  companies  are  going  to 
do  extremely  well,"  says  John  C. 
Levinson,  who  runs  a  tech-stock 


hedge  fund  at  Lynch  &  Mayer  In 
The  New  Year  should  also  be  pro 
itable  for  software  companies — m.ai~ 
those  that  serve  the  corporate  rath 
than  the  hom.e  user.  Levinson  tl 
Computer  Associates  International  In 
in  Islandia,  N.  Y.,  has  a  winner  i 
its  CA-Unicenter  softwa 
suite  for  chent  serve' 
and  will  also  reali 
savings  and  synergi 
ft'om  its  acquisition 
Legent  Cor 
Analyst  Fra 
Michnoff  of  Do 
aldson  Lufki 
Jenrette  Sec 
ties  Corp.  sa 
that  the  littl 
known  Platin 
Technology  In 
should  reap  r 
wards  from  i 
makeover. 

Absent  fro 
m.any  buy  lis 
are  semiconduc 
tor  stocks,  eve 
though  thfi 
prices  are  dnv,i 
"Be  wary  i 
companies  whos 
items  that  plui 


ACTION 


CHIP  SHOT 

Go  for 
makers  of 
microchips 
that  tie  to 
networks 


chips  are  commodity 
into  a  PC,"  says  Morri: 

But  there's  more  to  semiconductor 
than  Pentium  and  memory  chips.  Moi! 
ris  likes  companies  whose  products  ai- 
more  proprietary  or  ar 
geared  toward  networ 
rather  than  PCs,  such 
Analog  Devices,  LSi  Logi 
Maxim  Integi'ated  Pi'oduc 
and  Xilinx. 

William  D.  Witter,  who 
eponjTTious  firm  makes  co 
siderable  technology  inves 
ments,  is  a  major  sharehol 
er  in  the  Israeli  compan 
Tower  Semiconductor  Lt 
By  making  cliips  for  comp 
nies    such    as  Hewlet 
Packard,    Motorola,  an 
National  Semiconducto 
Tower's  fate.  Witter  figiu'es,  isn't  tied 
the  life  cycle  of  any  one  product.  Witte 
says  Tow'er  also  benefits  from  a  probus; 
ness  government  pohcy:  a  low  I'tis  ta 
rate  on  profits  and  a  hefty  3^'(  sub 
sidy  for  capital  investment. 

Witter  says  he'll  consider  any  stoc!! 
with  good  gTowth  prospects  at  a  rea 
sonable  price.  But  his  biggest  holdingi 
ai'e  all  tech  stocks.  The  reason  is  simpk 
he  says:  "That's  where  the  gi-owth  is.'' 
By  Jeffrey  M.  Laderma; 

in  New  Yon 
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you're  staying  up  thinking  about  your  financial  future,  you're  not  alone. 


X^e're  Transamerica,  the  people  in  the  Pyramid. 
X'e  provide  the  security  of  life  insurance  to  millions 
)f  families.  We  help  people  lead  better  lives  with 
:onsumer  loans,  and  help  them  plan  for  the  future 
vith  annuities,  mutual  funds  and  retirement  products. 


We  believe  in  offering  our  customers  real  solutions 
to  their  financial  needs,  at  reasonable  prices. 
So  the  next  time  you  find  yourself  thinking 
about  your  financial  future,  remember 
that  we  are,  too.  TRANSAMERICA 

Lite  liiMir.iTuc  •  liuestincnc-  •  Lending;  •  l.c.ising 


STRATEGIES  FOR 
STOCKS 


SMALL-CAPS 


Little  Things  Could 
Mean  a  Lot  Again 


Small-caps,  laggards  in  '95,  are  poised  to  regain  ground 


I 


"t's  hard  to  be  disappointed  by  the 
stock  market  when  it  breaks 
records  steadily  all  year.  But  for 
.investors  in  small-capitalization 
stocks,  there  was  reason  to  feel  a  bit 
shortchanged.  In  1995,  while  the 
Standard  &  Poor's  500-stock  index  ■ 
turned  in  a  37%  total  return,  the 
Russell  2000  delivered  26%.  Despite 
starting  the  year  strong,  small-caps 
stalled  in  September,  just  before 
the  market  exploded.  So  much  for 
the  old  saw  that  small-cap  stocks 
usually  outperform  big  stocks 
because  they  tend  to  be  faster- 
growing  companies. 

But  small-cap  pros  think  the  mar- 
ket tide  may  finally  turn  in  1996.  The 
biggest  big-cap  winners  this  year  were 
large  high-tech  and  consumer  stocks, 
which  led  a  spectacular  increase  of  18% 
in  the  earnings  of  companies  in  the  s&p 
500  index,  while  Russell  2000  compa- 
nies' earnings  were  up  16.5%.  Large 
companies  will  be  hard-pi-essed  to  main- 
tain that  momentum  in  1996,  says  John 
W.  Ballen,  who  manages  $3.7  billion  in 
small-  and  midcap  portfolios  for  Massa- 
chusetts Financial  Services  Co.  Ballen 
beheves  small-cap  earnings  will  outper- 
form large-cap  earnings  next  year. 

Another  reason  to 
favor  small-caps  is 
low  interest  rates. 
"Investors  have  little 
reason  to  stash  mon- 
ey in  low-yielding 
savings  accounts  or 
CDs,"  says  Roland  W. 
Gillis,  lead  manager 
for  Putnam's  $8.8  bil- 
lion Voyager  fund. 
"Investors  are  going 
to  wake  up  and  real- 
ize that  the  days  of 
high  yields  are  over 
and  they're  going  to 
start  paying  up  for 
equities,"  Gillis  pre- 
dicts,   adding  that 


SMALL-CAP  PICKS 
FOR  1996 


CURRENT  P-E 
PRICE  RATIO* 


FINANCIAL 

FIRST  BANK  PUERTO  RICO 

19'/2 

7 

COMMERCE  GROUP 

21/2 

8 

UNITED  INSURANCE 

1778 

11 

HEALTH  CARE/MEDICAL 

OXFORD  HEALTH 

18/4 

33 

HEALTH  SOURCE 

65 

30 

BOSTON  SCIENTIFIC 

43 

28 

CLAIRE  STORES 

18/ 

11 

RITE  AID 

30'/2 

14 

GENERAL  NUTRITION 

2278 

15 

ries.  Low  interest 
rates  will  also  boost 


*Based  on  1996  earnings 

DAIA  BW  FUND  MANAGER  SURVEY.  BLOOMBERG  FINANCIAL  MARKETS 


earnings  at  small  companies,  which 
tend  to  benefit  more  from  lower  rates 
than  lai'ge  companies  because  it's  easi- 
er for  them  to  borrow,  says  Joel  C. 
Tillinghast,  manager  of  Fidelity  In- 
vestment Co.'s"  $3.2 
billion  Low-Priced 
Stock  fund. 

But  a  bit  of  caution 
is  in  order.  "The 
[small-cap]  market 
may  start  off  the  year 
on  shaky  ground," 
says  Claudia  E.  Mott, 
a  quantitative  analyst 
and  small-cap  gum  at 
Prudential  Securities 
Inc.  One  wai'ning  sign: 
The  price-earnings  ra- 
tio of  the  Russell  2000 
is  32.5%  higher  than 
its  16-year  average, 
and  not  far  below 
peaks  in  1982  and 
1993,  when  the  small- 
cap  market  had  big 
corrections.  Mott  is 
also  concerned  about 


the  prospect  of  lower  capital-gains  taxe 
being  passed  by  Congi'ess  early  nex 
year.  Both  times  that  Congi-ess  lowere  t 
capital  gains  in  the  past — in  1978  an) 
1981 — small-cap  stocks  tanked  at  lea.' 
17%  in  the  fu'st  tkree  months  after  th 
change,  as  investors  locked  in  higheH 
profits  on  stock  sales. 

Still,  small-cap  specialists  tend  to  b 
bottoms-up  stock-pickers,  and  they  se 
strong  company  fundamentals  aheac 
The  biggest  small-cap  winners  this  yea 
were  gi'owth  stocks,  and  that's  wher 
the  action  is  expected  to  be  in  199( 
Tillinghast,  a  top  Fidelity  stock-pickej. 
likes  a  mix  of  finance  and  technok 

Bf^  SY-  Iri  financials,  his  favorites  ar 
ifi  ^""^^  ^^"^  Puerto  Rico,  Con 
K  '^^^'"^^  Group,  and  United  In 
|9  surance.  In  the  technology  arej 
his  picks  include  semiconducto 
industry  suppliers  Cohu  Inc.  ani 
BTU  International  Inc. 
IPO  HYPE.  Gillis,  another  growth 
stock  disciple,  sees  health, 
prospects  in  other  sectoi-s,  includin: 
health  care  and  retail.  He  hke 
medical  equipment  companies  Ee 
dosonics,  Boston  Scientific,  am 
UroMed.  In  retail,  he's  waiy  of  mos 
discount  stores  and  restaiu'ant  chain.' 
but  he  likes  Bed,  Bath  &  Beyond  Im 
Another  approach  to  small-cap  in 
vesting  is  to  avoid  "hot  money"  sector 
such  as  high  tech  and  focus  on  specifi 
situations.  Many  managers  aren't  ye 
inUng  out  initial  public  offerings — one  c 
the  hottest  parts  of  the  small-cap  mar 
ket — and  anticipate  more  big  winner 
early  next  year-.  But  the  hype  is  gettini 
thick,  and  "it's  definitely  starting  to  loo^ 
mor'e  risky,"  says  Tillinghast. 

Wayne  J.  Archambo,  a  small-cap  spe 
cialist  vrith  Boston  Partners  Asset  Man 
agement  LP,  which  manages  $5  billion  ii 
institutional  assets,  says  he  avoids  IPO 
altogether.  He's  moving  money  int' 
more  stable  ground,  such  as  retailinj 
and  industrial  companies.  He  likes  dia 
per  maker  Paragon  Trade  Brands  Inc 
which  he  thinks  will  benefit  fi'om  soft 
ening  pulp  prices  and  a  price  increaS' 
fr'om  competitor'  Pr-octei-  &  Gamble  C( 
Archambo's  picks  include  Granite  Con 
strniction  Inc.,  which  he  expects  to  ben 
efit  fr'om  an  upcoming  referendun 
among  CaUforTiia  voters  to  repair  roadj] 
and  bridges. 

Companies  such  as  Gr-anite  ar-e  typi 
cal  of  the  "niche"  approach  often  usei 
by  small-cap  investor-s,  and  that  will  b' 
an  important  theme  in  the  next  year 
With  big  company  pr'ofits  expected  t 
slow  markedly,  1996  may  prove  to  b' 
the  year  of  the  small-cap. 

By  Geoffrey  Smith  in  Rostov. 
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tuntain  of  customer  histories 
ily  eight  weeks. 
Thanks  to  this  mind- 
inding performance.  Legal 
General  has  been  able  to 
I'-ct  new  custcjmers.  get  closer 
listing  ones,  and  thus  offer 
II  a  wider  range  of  services. 


Hon  can  IBM  consultants  help 
you  get  more  from  what  you  already 
know?  Visit  us  at  http://www.ibm.com 
or  ccdl  1  800 IBM-3333,  ext.  K4034. 
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To  lean}  hoiv  IBM  retail 
distribution  solutions  can 
your  business  succeed  at 
irticuUn-  point  on  the  planet, 

us  on  the  ^et  at  http:// 
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ibni.com  or  call  I  H(H)  IBM-imS, 
ext.  IA20(). 
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ITRATEGIES  FOR 
STOCKS 


MERGER  STOCKS 


The  Whisper  Stocks 
of  1996 

A  slow-growth  economy  will  stoke  merger  mania 


4  year  ago,  just  as  1994  was  wind- 
\  ing  down,  business  week  ex- 
-*  horted  those  who  failed  to  catch 
.1  JL-the  fast-moving  takeover  ex- 
i|  iss  to  hop  aboard  for  yet  another 
nzied  ride  in  1995.  And  that's  exact- 
vhat  happened.  But  don't  think  for  a 
ment  things  will  slow  down.  The  ac- 
sition  pace  could  be  even  more  in- 
se  in  1996. 

this  low  inflation,  slow  growth 
nomy,  companies  are  find- 
it  hard  to  increase  sales, 
they  are  anxious  to  buy 
rket  share  through  acqui- 
ons,  says  E.  Michael  Metz, 
investment  strategist  at 
penheimer  &  Co.  The  idea 
to  generate  savings  "by 
;hing  costs  from  redundan- 
3,"  explains  Metz.  More- 
ir,  foreign  companies  are 
jer  to  do  deals  now  that 
dollar  appears  to  have 
,tomed.  Metz  accurately 
ecast  the  buyout  resur- 
ice  of  1994  and  1995. 
*FECT  PAIR.  Banking  has 
in  a  merger  hot  spot.  But 
e  merger  game  isn't  over 
,"  says  George  Salem,  a  vet- 
,n  banking  analyst  at  Ger- 
I  Klauer  Mattison  &  Co.,  a 
York   securities  firm. 


America,  including  the  departure  of 
some  key  executives. 

In  technology,  Apple  Computer  Inc. 
and  Western  Digital  Coi-p.  lead  the  pack 
as  takeover  baits.  Apple,  an  oft-iumored 
takeover  target,  has  become  more  at- 
tractive lately  because  there  is  no  more 
takeover  premium  in  the  stock  price. 
Apple  has  dropped  to  38,  after  hitting 
50  in  June  on  takeover  speculation. 

Stuart  Shikiar,  who  heads  Shikiar  As- 
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em's  top  buyout  picks:  Wa-  _  „  

,via  Corp.,  with  489  offices  in    ^Pf  LE_CqM_PUT_E_R  50^8  _  _  m 

orgia  and  the  Carolinas;    ALZA  27  17^8 

nkAmerica  Corp.,  the  na- 
I's  second-largest  bank  hold- 
company;  and  NationsBank 
rp.,  the  third-largest. 
Salem  expects  Wachovia  to 

Banks     CONRAIL  74y«_„48l/. 

GREAT  WESTERN  FINANCIAL     27'/8  IS'/s 


_$_1_1_ 
31 

__3_8_ 
22 


BANKAMERICA 
BOISE  CASCADE 
BROOKE  GROUP 


_68y2 

14 


39'/8 
23 

2^64' 


LEHMAN  BROTHERS 


24'/ 


I3V4 


33 

70 
26 
21 


rge  with  SunTi-ust 

Both  institutions  would 
lefit  gi'eatly,  he  says,  from 
nerger  of  equals  because 

■y  have  so  much  overlap  in  NAJIONSBANK  43lf2___7_2 

iir  business  lines  and  geo-  QUAKER  OATS  37^""  29'/8''  "36 

iphic  locations.  He's  also  con-   "  

,ced  that  "a  BankAmerica-  WAj^JHOVIA  48_^_  _  _  _3_2 _  _  _  _4_6_ 

tionsBank   deal   is   more  WASHINGTON  NATIONAL  INS.    25^8     17^4  25 
ely   now   than,    say,  six 
nths  ago"  because  of  a  few 
:ent  developments  at  Bank- 


WESTERN  DIGITAL  22%      UVs  17 

DATA:  BLOOMBERG  FINANCIAL  MARKETS,  BW  SURVEY  OF  MONEY  MANAGERS 


set  Management,  says  investors  are 
woefully  disappointed  in  the  absence  of 
an  Apple  deal.  But  he  thinks  that  either 
Hewlett-Packard  Co.  or  ibm  will  even- 
tually gobble  up  the  computer  maker 
sooner  rather  than  later.  Other  pros  be- 
lieve Sony  Corp.  and  Motorola  Inc.  are 
also  preparing  to  bob  for  Apple. 

Drugs  were  also  hot  in  1995.  Among 
the  new  year's  bets:  Allergan  Inc.,  a 
global  health-care  provider  that  makes 
specialty  therapeutic  products  for  eye 
and  skin  care  as  well  as  nem'omuscular 
disorders;  Alza  Corp.,  which  develops 
and  tests,  tkrough  joint  ventures  with 
larger  companies,  a  variety  of  drug 
products;  and  Acuson  Corp.,  which 
makes  medical  diagnostic  ultrasound  im- 
aging systems. 

PAC-MAN  ATTACK.  Boise  Cascade  Corp., 
an  integTated  paper  and  forest  products 
company,  is  the  pick  of  paper  industry 
analyst  Kazi  Hasan  of  Premier  Consult- 
ing. He  is  convinced  that  Geor- 
gia-Pacific Corp.  or  leveraged- 
buyout  giant  Kohlberg  Kravis 
Roberts  &  Co.  will  move  to  ac- 
quire Boise.  Now  trading  at  36 
a  shai'e,  Boise  is  way  undei-val- 
ued,  he  believes,  in  part  be- 
cause 80%  owned  Boise  Cas- 
cade Office  Products  Corp. 
alone  is  worth  20  a  share  in 
Boise  stock.  The  Boise  unit, 
which  went  public  in  April,  is 
now  trading  at  42  a  share. 

At  first  glance  Brooke 
'  iroup  Ltd.  appears  to  be  an 
unlikely  takeover  play.  But 
certain  arbitrageurs  believe 
that  Brooke,  whose  Liggett 
Group  Inc.  division  makes  such 
cigarettes  as  Chestei-field  and 
Lar'k,  may  face  a  Pac-Man  at- 
tack from  RJR  Nabisco  Hold- 
ings Inc.  That  means  that  rjr 
will  scoop  up  Brooke  in  order 
to  get  rid  of  Brooke's  chairman 
and  CEO,  Bennett  S.  Le- 
Bow,  and  financier  Carl  C.  Ic- 
ahn.  The  two  men  jointly  own 
4.8%  of  rjr's  stock  and  threat- 
en to  wage  a  proxy  fight  to  un- 
seat rjr's  board,  rjr  spokes- 
woman Carol  J.  Makovich  says 
that  the  company  doesn't  com- 
ment on  rumors. 

The  takeover  game  is  for 
the  brave  of  heart.  But  with 
forecasters  cautious  about  the 
stock  market's  prospects  in 
1996,  the  smart  investor  may 
well  consider  a  portfolio  of 
takeover  bets — risky  or  not. 

By  Gene  G.  Marcial 
in  New  York 


TAKEOVER 
VALUE 


20 
45 


40_ 
_90_ 
_60_ 
15 
90 
40 
35 


55 
65 
35 
30 


THE  INVESTMENT 
SPECTRUM 


INVESTMENTS  TO  AVOID 


Sidestepping  Danger 
Before  You  Hear  the  Rattle 

It  takes  more  than  a  peek  at  a  stock  chart  or  p-e  multiples  to  dodge  a  nasty  bite 


Rates  are  down,  stocks  are  up. 
The  Dow  Jones  industrial  aver- 
age climbs  to  ever-higher  lev- 
els. Initial  public  offerings  and 
high-tech  and  financial  stocks  are  ram- 
paging. But  there's  a  flip  side  to  the 
merriment.  Sky-high  price-earnings 
ratios,  hype,  and  investor  overenthu- 
siasm  can  also  be  found  in  abundance. 

Avoiding  oveipriced  or  shaky  stocks 
can  be  the  smartest  way  of  keeping 
damage  to  a  minimum  in  the  event  of  a 
market  setback.  The  Dow  may  well 
continue  its  upward  march,  but  any 
weakness  will  bring  as  its  first  casualty 
the  stocks  that  are  rising  on  cur- 
rents of  hot  air.  The  ranks  of  stocks 
to  avoid  range  from  high-  to  low- 
tech,  with  Internet-related  stocks 
at  the  top  of  the  hst.  Net  stocks 
with  high  valuations  and  uncertain 
prospects  include  such  highfliers  as 
XETco.M  On-line  Communication 
Services  and  Netscape  Communi- 
cations. Biotech  darUng  Organogen- 
esis also  falls  in  the  category  of 
"don't  touch  with  a  10-foot  pole,"  as 
does  Infinity  Broadcasting,  the 
debt-laden  radio  chain  that  is  home 
to  disk  jockey  Howard  Stern  (ta- 
ble). For  the  most  part,  these  are 
solid,  reputable  companies.  But 
they  have  a  way  of  defying  grav- 
ity— and  it  vv(jn't  go  on  forever. 
BANK  ON  BANKS.  Spotting  shai'es 
to  steer  clear  of  is  more  than  a 
question  of  looking  at  a  stock  chait 
or  a  high  price-earnings  multiple. 
For  example,  money-center  banks 
and  savings  and  Icjans  were  among 
the  best-performing  stock  grou])s 
of  the  yeai',  but  that's  no  reason  to 
avoid  them — j^articularly  if  the  Fed- 
eral  Reserve  performs  its  election- 
year  ritual  of  keeping  rates  low. 
"The  bank  and  thrift  groups  are 
likely  to  remain  strong  and  healthy 
for  quite  some  time,"  obsei-ves  Dal(- 
•Jacobs,  president  of  Financial  In- 
vestors Inc.,  who  manages  hedge 
funds  specializing  in  financial  stocks. 

Internet  stocks  are  arguably  the 
most  dangerous  stocks  to  buy  right 
now.  The  leader,  of  course,  is  Net- 


scape, the  manufacturer  of  net-browser 
software.  Its  shares  have  nearly  quintu- 
pled in  price  since  its  initial  public  of- 
fering at  28  in  August.  OnUne  services 
and  Internet  providers  such  as  net- 
cOiM,  uu.N'ET,  and  America  Online — 
which  carries  an  online  version  of  busi- 
ness WEEK — have  also  been  hot.  But 
most     have  fundamental 
weaknesses  that  make  them        ^  , 
dangerous  stock  picks — and        /  / 
sometimes  alliuing  short-sale  .| 
prospects.  The  dial-in  services  * 
"are  about  as  close  as  you  can 
come  to  a  commoditv,"  observes 


Michael  Murphy,  editor  of  Overpricec 
Stock  Service,  which  recommends  short 
sale  candidates.  He  believes  Netscape  i^jt-™^ 
also  a  long-term  loser.  Net-browser  soft'  ' 
ware,  still  Netscape's  chief  claim  tc 
fame,  is  a  dubious  source  of  revenue' 
Murphy  maintains.  "They've  gotten  ; 
75%  market  share  by  giving  their  prod- 
uct away.  I'd  havt 

(hoped  for  100%,' 
he  sniffs. 
Until  recentlyjfe,ii;j;-.i 
the  market  has  alljiilioii-a 
but  ignored  the  com-j|b' seiti 
petitive  time  bomb  that 


j  es  Internet-service  providers.  Word 
impending  competition  from  Mi- 
sDl't's  network  sent  all  Internet 

;  cks  plunging  recently.  But  the  thi"eat 

I  isn't  end  there.  Numerous  small 
;  ernet  vendors,  ranging  from  region- 
outfits  such  as  New  York's  Pipeline 
twork  Inc.  and  idt  to  even  smaller 

i  (rations,  provide  access  to  identical 
ernet  services.  For  all  intents  and 
poses,  they  are  netcom  clones.  They 
J  pose  serious  competition  for  Amer- 

,  Onhne,  Prodigy,  and  CompuServe, 
ere  Web  access  has  become  an  in- 
asingly  important  selling  point.  Mur- 
j  predicts  that  Internet-only  access 
I  soon  be  priced  as  low  as  $3  to  $5  a 

:  nth — which  would  be  a  body  blow 

:  all  Net-service  providers,  both  large 

;  1  small. 

r  VGILE  FLIGHT.  Even  though  these 
:  g-term  competitive  dynamics  have 
li  aped  notice,  the  inflated  valuations 

II  Net  stocks  have  already  made  them 
!  nerable  to  bad  news.  All  have  seen 
\  u"  share  prices  fall  shaiply  in  recent 
■j  3ks.  But  they  are  not  necessarily  ter- 
:|  z  short-sale  candidates,  either.  Until 
i|  rket  sentiment  toward  the  Internet 

damentally  changes,  these  stocks  will 


no  doubt  continue  to  dazzle 
with  their  acts  of  levitation. 
They're  not  available  for 
borrowing  in  substantial 
amounts,  making  them  diffi- 
cult to  boiTow  for  shoil-sell- 
ing  and  leaving  shorts  vul- 
nerable to  a  short  squeeze. 
"I  tried  and  simply  could 
not  boiTow  [Netscape]  stock 
and  couldn't  take  a  short  po- 
sition," laments  New  York 
money  manager  Bob  Bande- 
ra, president  of  Westlake 
Capital. 

Internet  shorts  may  well 
wind  up  following  in  the 
footsteps  of  one  non-Inter- 
net favorite  of  short-sellers, 
Presstek  Inc.,  a  New 
Hampshire  company  that's 
developing  new  technology 
for  printing-press  manufactiu'ers.  Press- 
tek stock  is  up  250%  for  the  year  to 
date,  and  its  p-e  is  a  huge  742 — wi-eak- 
ing  havoc  among  shorts,  who  at  times 
have  had  short  positions  on  some  25% 
of  the  shares  outstanding.  Presstek, 
computer-equipment  maker  Cascade 
Communications,  and  Infinity  Broad- 


casting are  three  recent 
short-selling  picks  of  Sihort 
on  Value,  a  newsletter  that 
recommends  stocks  based 
chiefly  on  their  valuation. 
Win  MuiTay,  the  newsletter's 
associate  editor,  also  likes 
McAfee  &  Associates,  which 
designs  widely-used  antivi- 
ral software.  Murray  feels 
that  while  the  company's 
growth  is  impressive — its 
sales  have  shown  dramatic 
climbs  in  recent  years — the 
figures  simply  don't  justify 
high  valuations. 

McAfee  is  a  good  exam- 
ple of  how  an  otherwise 
worthwhile  company  can 
make  the  rank  of  stocks  to 
avoid  on  the  basis  of  over- 
heated valuation.  The  same 
can  be  said  for  fast-rising  but  less 
pricey  companies,  including  Starbucks 
Coip.,  the  nationwide  piu-veyor  of  coffee 
to  the  yuppie  market,  and  amc  Enter- 
tainment, the  movie-theater  chain.  Cas- 
cade Communications,  which  supplies 
telecommunications  and  networking 
equipment,  has  begim  to  show  exces- 
sively rich  market  valuations,  de- 
tractors such  as  Murray  point  out. 
BUOYED  BY  FAITH.  But  again,  short- 
ing these  stocks  can  be  as  hazard- 
ous as  owning  them.  All  too  often, 
they're  as  treacherous  for  the  shorts 
as  they  are  for  the  longs.  Ti-aders 
who  have  shorted  such  short-seller 
favorites  as  Copytele,  America  On- 
line, Presstek,  and  Organogenesis 
have  gotten  burned  because  the 
shares  have  continued  to  rise  on 
continued  investor  faith — and  the 
support,  sometimes,  of  major  bro- 
kerages. Evan  Sturza,  editor  of 
Sturzas  Medical  Investment  Letter, 
has  long  maintained  that  Organo- 
genesis' skin-gi'aft  technology  is  des- 
tined to  be  a  commercial  failure, 
even  if  it  gets  Food  &  Drug  Ad- 
ministration approval,  because  of 
competition  from  existing  treat- 
ments. Sturza  makes  a  persuasive 
case,  but  the  market  has  ignored 
him,  and  the  shares  have  zoomed 
in  recent  weeks  simply  because  the 
company  filed  its  FDA  application. 

Sturza  dislikes  North  American 
Vaccine  Inc.  for  the  same  reason: 
Its  product  under  development,  a 
pertussis  vaccine,  faces  stiff  compe- 
tition in  a  low-margin  business. 
"The  market  is  merciless,"  Sturza 
maintains.  And  an  even  more  rapa- 
cious market — the  one  on  Wall 
Street — doesn't  always  appreciate 
that  reality.  Kindness?  No,  the  oper- 
ative word  is  "blindness." 

By  Gary  Weiss  in  New  York 


BUYING  THESE  STOCKS  MAY 
ENDANGER  YOUR  FINANCIAL  HEALTH 


;  ENTERTAINMENT  Feverish  buying  has  driven  shares  of  this 
iter  operator  up  126%  for  the  year  to  date,  but  earnings  are 
kely  to  hold  up. 

'RICA  ONLINE  The  nation's  premier  online  service  is  facing 
cious  competition  from  many  sources. 

NiTY  BROADCASTING  This  high-flying  radio  broadcaster, 

home  of  "shock  jock"  Howard  Stern,  is  $550  million  in  debt. 

iFEE  ASSOCIATES  It's  the  Jonas  Salk  of  antiviral  software.  But 
^  its  innovations  been  overcompensated  by  the  stock  market? 
ics  say  yes. 

COM  A  pioneer  in  internet-only  online  services,  NETCOM  is 
laring  recent  IPO  that,  some  analysts  hold,  is  about  to  bump 
the  ceiling. 

SCAPE  The  premier  IPO  of  recent  years  makes  Web-browser 
ware.  But  its  valuation  is  so  steep  that  it  goes  through  spasms 
n  the  Net  market  sneezes. 

TH  AMERICAN  VACCINE  This  company  faces  serious  competition 
tough,  low-margin  business. 

ANOGENESIS  A  favorite  of  short-sellers,  this  biotech  company  is 
ader  in  genetic  engineering.  But  shorts  deride  its  product. 

SSTEK  This  developer  of  color-printer  technology  is  the  bane  of 
't-sellers,  who  have  been  squeezed  by  ever-higher  share  prices. 

RBUCKS  A  loaf  of  bread,  a  jug  of  coffee,  and  thou?  Yuppies 
its  brews,  and  so  does  the  stock  market.  Maybe  too  much. 

Dec.  12,  mi 
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DON'T  LEAP 

Wall  Street 
darlings 
often  face 
competitive 
dangers 
the  stock 
market  fails 
to  see 


""V^^^S™"  EUROPE 


It  Looks  Like 
The  Year  of  the  Eurobull 

Lots  of  pros  think  Continental  bourses  are  poised  for  a  long  rally 


Mi 


oney  managers  across  Europe 
weren't  sad  to  see  1995  end. 
It's  not  just  that  many  of  them 
.become  red-faced  trying  to 
explain  how  they  missed  the  rally  in 
U.  S.  stocks  by  betting  on  a  correction 
some  1,200  points  ago  in 
the  Dow  Jones  industri- 
al average.  They  also 
bet  heavily  that  the 
Continent  would  wit- 
ness strong  economic 
growth,  rising  earnings, 
and  stronger  bourses 
this  year — only  to  see 
their  hopes  dashed. 
Although  markets  in 
the  Netherlands  and 
Switzerland  chalked  up 
solid  gains  amid  a  flight 
to  quality,  those  in  Ita- 
ly and  France  declined, 
and  Germanv  gained  a 
mere  6%      "  'American  depositary  receipt 


Bundesbank  to  admit  that  its  monetary 
policy  has  remained  too  tight  for  too 
long.  Throw  in  a  stronger  dollar,  ex- 
pected tax  cuts  in  Germany  and  Britain, 
and  no  tax  increase  in  Spain,  and  all 
the  ingredients  for  a  bull  market  may 


STOCKS  TO  EYE  AS  RATES  FALL 


COMPANY 

PRICE 

IN  DOLURS 

P-E 
RATIO 

FOKUS 

NORWAY 

Is  this  bank 
takeover  bait? 

$4.94 

4.0 

GUILBERT 

FRANCE 

Makes  big  money 
in  stationery 

116.00 

17.5 

IBERDROLA 
SPAIN 

Lower  rates  will 
help  utility 

8.66 

11.0 

NOKIA 

FINLAND* 

Cell-phone  maker 
is  a  cheap  buy 

51.50 

11.8 

WINTERTHUR 

SWITZERLAND 

Overlooked 
insurance  giant 

698.29 

9.1 

ment  officer  at  Banque  Indosuez. 

Kwiecinski  has  plenty  of  compa- 
ny. Richai'd  Da\idson,  a  London- 
based  strategist  at  Morgan 
Stanley  &  Co.,  thinks  that  Eu- 
ropean stock  m.arkets  will  see 
"their  best  year  since  1993," 
with  average  total  returns  "in 
the  region  of  20%"  as  interest 
rates  fall.  How  far  will  they 
go?  Talal  Shakerchi,  manager 
of  the  European  portfoho  at 
Britain's  Old  Mutual  Portfoho 
Managers  Ltd.,  sees  short- 
term  rates  around  Eui'ope  fall- 
ing 2  to  3  percentage  points  by 
mid-1997. 

TEMPTING  PROSPECTS.  What's  more, 
Shakerchi  figui-es  European  companies 


"are  just  starting  to  see  the  benefits  of  •'^■i*' 


!i(tiiii-:t 


DATA;  BUSINESS  WEEK  SURVEY  OF  FlINO  MANAGERS 


But  to  a  gi'owing  number  of  pros  on 
both  sides  of  the  Atlantic,  1996  looks 
to  be  the  year  Europe  will  finally  deUv- 
er.  The  Continent's  high  interest  rates 
are  poised  to  come  down — perhaps  dra- 
matically— as  inflation  remains  tame  and 
weakening  growth  forces  the  German 


be  almost  in  place.  Then,  if  France's 
government  wins  its  gamble  to  defeat 
strikers  nationwide  and  curb  its  w^el- 
fai'e-state  excesses,  'Ve  might  have  just 
that  something  that  seems  to  be  lacking 
to  spai-k  a  sustained  rally,"  says  Christo- 
pher Kwiecinski,  who  is  chief  invest- 


dowTisizing  and  technological  innovation" 
that  fueled  stiiking  U.  S.  producti\ity 
gains— and  the  bull  market— in  '95.  Th.atj«i  c 
makes  small  Continental  companies, 
which  have  undei-performed  the  broader  tiMfv. 
market  by  as  much  as  40%  over  the 
past  three  years,  particularly  tempting. 
His   favorites   include  Scandinavian 


lenders,  particularly  Norway's  Fokusp?rxa 
Bank,  a  possible  takeover  with  a  price 
eaiTiings  ratio  of  only  4.  He  is  also  buy- 


si^  "a 

ISOBofRl 


Kt  actor 


H  BRITAIN 

Merger  Fever  Is  . 
Gripping  London  | 

Remember  that  apocryphal  British 
weather  report:  Fog  over  the 
Channel,  Continent  cut  off?  In 
financial  terms,  at  least,  it  finally  came 
true.  While  the  big  Continental  mar- 
kets languished  in  1995,  London 
behaved  as  if  Europe  weren't  even 
there:  The  blue-chip  Financial  Times- 
Stock  Exchange  (ftse)  index  uncou- 
pled itself  from  its  neighbors  and  fol- 
lowed Wall  Street's  prices  into  the 
stratosphere,  soaring  20% — or  18%  in 
dollar  terms — to  record  highs.  And 


HEATHROW  DELICACj 

Britain 's  airports 
spawn  hefty  profit 


Brit  J 
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most  pros  think  the  Biiti.-li  liull  i.-n  t 
tired  yet. 

No  question  about  it,  the  London 
market's  historic  close  correlation  with 
American  stocks  played  a  big  part  in 


the  mnup.  The 
economy  and  its 
rate  coffers  have 
continued  to  benefit 
from  lower  interest 
rates  and  higher  gn 
ever  since  the  count  i 
departure  three  yea 
ago  fi-om  the 
monetaiy  policies 
Eui-opean  Union's 
change-rate  system.  But  the  root 
London  price  e.xplosion  is  merger 
Sparked  by  the  $14  billion  maniag 
dmgmakers  Glaxo  PLC  and  Wellcor 
PLC  in  March,  mergers  and  takeovt 
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Germany's  Adidas, 
ise  p-e  of  10  is  a  bargain.  He  likes 
;  icals,  too,  including  cash-rich  Swed- 
steelmaker  SSAB,  another  tempting 
:'i;over  candidate.  And  why  not?  Com- 
od  with  growth  stocks,  says  Leh- 
ii  Brothers  Inc.  European  strategist 
Rooney,  Continental  cyclicals  are 
■  selling  "at  levels  not  seen  since  the 
ision  of  Kuwait." 

ndeed,  a  clutch  of  Eurocyclicals  are 
ting  notice  now.  Rooney  favors  the 
m  h  auto  manufacturer  Peugeot  and 
s  maker  Valeo,  which  will  benefit 


if  an  end  to  France's  social  turmoil  re- 
stores consumer  confidence.  But  Mor- 
gan Stanley's  Davidson  prefers  other 
blue  chips,  among  them  French  telecom 
giant  Alcatel,  Holland's  Philips,  and 
Mannesmann,  the  German  engineering 
gi-oup. 

Restructuring,  technology,  and  lower 
rates  bode  well  even  for  Europe's  high- 
er fliers.  Switzerland's  equity  market 
has  been  buoyed  by  an  immense  inflow 
of  capital  from  German  and  other  in- 
vestors seeking  a  safe  haven  during  the 


European  Union's  long-running  cur- 
rency turmoil.  But  Hans  Rudolf  Mull- 
er,  a  senior  asset  manager  at  Credit 
Suisse  in  Zurich,  says  the  fun  "may 
not  be  over  yet."  He  likes  phaiTnaceu- 
tical  makers  Roche  Holding  and  San- 
doz,  as  well  as  foodmaker  Nestle  and 
insm'er  Swiss  Reinsurance  Co. 
"TIP  OF  THE  ICEBERG."  Europe's  poten- 
tial hasn't  made  total  bulls  of  all  stock 
pros.  With  the  Continental  economy 
slowing,  Michael  Woodward,  invest- 
ment director  for  Europe  at  Edin- 
burgh's Ivory  &  Sime,  figures  that 
"we've  only  seen  the 
tip  of  the  iceberg  in 
revising  downward" 
earnings  forecasts  for 
1996.  "That  means 
markets  certainly 
won't  look  cheap." 
Yet  Woodward  has 
no  intention  of 
backing  out  of  his 
biggest  position  on 
the  Continent: 
French  stationery 
and  office-supply 
wholesaler  Guilbert, 
which  has  used  its 
market-leader  position 
to  wring  15%  growth 
out  of  a  languishing 
economy. 

Indeed,  Europe's  investment  pros 
are  hardly  iimning  for  cover.  Just  give 
them  cheaper  money,  more  corporate 
restructuring,  and  some  good  news  on 
the  political  front.  These  three  wishes 
may  have  been  unrealistic  a  year  ago. 
Now,  it  looks  as  if  they  just  might 
come  true. 

Bif  Bill  Javetski  in  Paris 
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nie  $125  billion  have  swept 
iutical  houses,  banks,  and  utih- 
takeovers,  together  with  a 
share  buybacks,  have  tur- 
d  the  market  with  liquidity, 
ions  and  investors  had  a  lot  of 
lat  they  wanted  to  get  back 
market,"  says  Michael  Hait, 
of  the  Foreign  &  Colonial  In- 
Trust.  He  figures  the  ftse  in- 
1  chmb  an  additional  10%  in 

UP.  The  utility  mergers  that 
the  British  electric-utihty  in- 
ime  as  a  particular  surprise, 
e  trend  started,  money  man- 
abted  whether  the  Tory  gov- 
^  would  put  competitive  con- 

lind  the  need  to  improve  the 
tfj  5  efficiency.  They  were  serious- 


ly mistaken.  In  recent  months,  eight  re- 
gional utiHties  have  been  snapped  up  by 
other  electricity  producers,  water  com- 
panies, and  a  few  American  utilities 
that  see  Britain's  market  as  a  laborato- 
ry in  which  to  get  ready  for  pending 
U.  S.  deregulation. 

While  additional  utihty  takeover  can- 
didates are  beginning  to  gi'ow  scarce, 
plenty  of  other  action  remains.  Cather- 
ine Guinefort,  European  strategist  at 
Paribas  Asset  Management  in  Paris, 
thinks  Lloyd's  Bank  PLC  and  hsbc 
Holdings  PLC — the  parent  of  Hongkong 
&  Shanghai,  Midland,  and  Marine  Mid- 
land banks — will  jump,  as  interest  rates 
continue  to  fall. 

But  Morgan  Stanley  &  Co.  analyst 
Matthew  Stainer  thinks  that  British 
Airports  Authority  PLC,  which  operates 


the  country's  big  gateways,  is  poised 
for  a  gi'oMh  spurt.  He  thinks  baa  will 
see  a  12%  profit  gi'owth  over  the  next 
three  years,  and  he  figures  the  stock 
could  rise  by  20%.  Another  undervalued 
pick  comes  fi*om  Wolfhardt  Graetz,  Eu- 
ropean strategist  at  Zurich's  Bank  Von- 
tobel.  He  likes  cigarette  maker  bat  In- 
dustries PLC.  Its  price-eamings  ratio  of 
11  is  a  bargain  compared  with  Philip 
Morris  Cos.'  14. 

Despite  the  euphoria,  the  reahty  of 
national  elections  to  be  held  by  1997 
and  a  likely  Labor  Party  victory  will 
probably  set  in  around  midyear  and 
give  the  bulls  reason  for  caution.  But 
until  that  reality  check  comes,  the  Lon- 
don market  appears  to  have  plenty  of 
energy  to  bum. 

By  Bill  Javetski 


STRATEGIES  FOR 
STOCKS 


JAPAN 


A  Corpse  Called  Nikkei 
Shows  Signs  of  Life 

A  stabler  yen  and  a  waning  recession  rouse  Tokyo  stocl^s 

Is  the  five-year  hex  hanging  ovei'  the 
Tokyo  Stock  Exchange  finally 
lifting?  There's  no  denying 
that  something  is  afoot 
what  with  the  Nikkei  Stock 
Average  up  33%  from  its 
1995  low  of  14,485.  But 
after  a  year  of  runaway 
yen  appreciation,  price 
deflation,  and  bank  failures, 
it's  hard  to  be  optimistic. 

Still,  even  Tokyo  gloom  mei- 
chants  see  some  signs  of  a  mod 
est  recovery.  Longtime  skeptic 
Edwin  C.  Merner,  who  man- 
ages  about   $1    billion  Inr 
Schroder  Investment  Manage- 
ment (Japan)  Ltd.,  thinks  the 
Nikkei  could  jump  15%  in  the 
next  12  months  and  gain  a 
further  20%.  in  1997.  "Right 
now,  we  are  looking  at  a 
cloudy  sky  with  patches  of 
blue,"  he  reckons. 
CHIPMAKING  CHIPS  IN.  The  sun- 
ny  spots  include  gi'eater  cuiTency 
stability  and  an  end  to  Japan's  four- 
year  run  of  economic  stagnation.  The 
dollar-buying  rescue  missions  that  the 
Bank  of  Japan  and  U.S.  Federal  Re- 
serve have  undertaken  since  this  sum- 
mer have  managed  to  push  the  su- 
peryen  from  80  to  the  dollar  to  a 
remarkably  stable  rate  of  about  100. 
Just-released  coiporate  earnings  vaulted 
28%  in  the  half-year  period  ended  in 
September.  And  most  economists  think 

MARKET  PICKS 
IN  UNCERTAIN  TIMES 


COMPANY 

PRICE 
ON  DEC.  6 

P-E 
RATIO 

CANON 

Booming  bubble-jet 
printer  sales 

$18.81 

39 

TOSHIBA 

High  on  global  chip  sales 

8.00 

48 

MITSUMI 
ELECTRIC 

Riding  the  CD-ROM  wave 

25.64 

39 

SHIZUOKA 
BANK 

A  squeaky-clean  balance 
sheet 

12.90 

49 
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that  Japan  will  achieve  gross  domestic 
product  growth  of  1.6%-  or  so  in  1996. 

Pei'haps  in  anticipation,  foreign  in- 
vestors have  plowed  more  than  $30  bil- 
lion into  the  Tokyo  bourse  during  the 
past  six  months.  Fund  managers  sug- 
gest looking  for  companies  that  have  a 
technological  edge,  market-share  clout. 

scads  of  cash,  or  real 
turnaround  potential.  In 
high  tech,  the  global 
boom  in  semiconductors 
and  i)ersonal  computers 
is  benefiting  several 
Japanese  companies. 
Schroder's  Merner  likes 
Nikon  Corp.  and  Canon 
Inc.  Best  known  for 
their  cameras,  these 
companies  are  also  ma- 
jor purveyors  of  semi- 
conductor components. 
Indeed,  the  chipmaking 
explosion  worldwide 
should  drive  Canon's 


chip-equipment  sales  up  60%  this  y 
Ditto  for  Tokyo  Electron  Ltd.,  wli 
more  than  50%  of  its  $2.5  billion  in 
nual  sales  now  comes  from  semieoiK 
tor  equipment. 

CD-ROM  ADD-ONS.  Foreign  invesi 
have  flocked  to  flagship  electronics  n 
ers  such  as  Toshiba  Corp.  and  1 
Corp.,  which  James  Capel  Inc.  ana 
Jason  James  points  out  are  ringing 
15%  to  20%'  annual  gains  in  semiWI 
ductor  sales.  Another  favorite  is  ]^  \ 
sumi  Electric  Co.,  a  maker  of 
ROM  add-ons  that  has  aire 
shifted  60%  of  its  produc 
to    cheaper    sites  abn 
"Every  personal  compi 
now  needs  a  cd-rom,"  says 
C.  Burden,  director  of  hsbc 
set  IVIanagement  Japan,  who 
placed  about  20%  of  the  f|g 
billion  that  he  manages  in  Jajn- 
ese   electronics  and  high-tj 
companies. 

There  are  even  some  g( 
within  Japan's  battered  bsi 
ing  sector,  thanks  to  hist?i- 
caily  low  interest  rates  tat 
have  allowed  lenders  to  Ir- 
row  their  money  at  clos(b) 
0%  and  then  plow  it  b^ 
into  Japanese  governmnt 
bonds  yielding  about  2.6%- o; 
else  into  foreign  debt  v-j 
even  richer  spreads.  Sumi'ji 
Bank  Ltd.,  after  wiiting  off 
billion  worth  of  bad  loans  si 
year,  has 
emerged  as  the 
most  profitable  city 
bank.  Analysts  also 
like  regional  Shizuo- 
ka  Bank  Ltd.,  wliich 
Moody's  Investors 
Seivice  ranks  as  the 
most  financially 
sound  of  all  Japan's 
banks. 

The  Tokyo  mar- 
ket remains  I'isky. 
Commercial  land 
prices  are  still  tum- 
bling, bankruptcies 
are  up,  and  the 
banking  system 
makeover  is  just  be- 
ginning. Also,  warns  S 
Barclays  de  Zoete  Wedd  Secuiities 
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analyst  David  Pike,  "should  p-jfaiiv, 
yen  strengthen  again,  we  would  <|- t, 
tainly  see  this  little  [stock]  bubleilif 
burst."  But  after  five  years  of  um-el 
ing  gloom,  the  recent  upturn  is  a  v 
come  relief — and  a  reason  to  bet  on  fi 
future.  J 
By  Brian  Bremner  iyi  ToM 
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The  Fog  May  Lift 
by  Midyear 

'or  most  Asian  markets  to  heat  up,  global  rates  must  fall 


mi 


atch,  wait — and  pray  for 
money  from  abroad.  That 
sums  up  1995  for  most 
investors  in  Asian  equities, 
th  the  exception  of  Hong  Kong,  up 
7o,  most  other  Asian  bourses  barely 
dged — and  Taiwan  lost  33%. 
k^estors  in  Asia  have  gritted  their 
sth  in  frustration  as  Wall  Street's  ral- 
has  left  the  world's  fastest-growing 
jion  behind. 

If  1996  is  to  turn  out  better,  pros  say, 
ibal  interest  rates  will  have  to  fall 
ne  more.  "The  big  question  is  when 
iiidity  is  going  to  pick  up  again,"  says 
,vid  Shairp,  regional  research  direc- 
■  for  Bzw  Asia  Ltd.  A  large  enough 
«  decline,  Asian  pros  feel,  woiJd  cause 
»cks  to  start  picking  up  in  the  second 
If  of  1996.  In  fact,  Salomon  Brothers 
is  already  telling  customers  to  build 
exposure  to  Hong  Kong.  For  one 
ng,  the  colony  has  ah-eady  had  its  col- 
)se,  with  stock  prices  faUing  45%  in 
94.  Even  after  the  gains  of  '95,  the 
irket  is  still  selling  for  less  than  12 
les  next  year's  estimated  earnings,  its 
vest  valuation  in  five  years. 


Others  insist  Solly  is  jumping  the 
gun.  Hong  Kong  real  estate  values  are 
flat  in  a  city  that  lives  and  breathes 
property.  "I  can't  really  see  where  the 
excitement  is  going  to  come  from,"  says 
Bruce  Seton,  chief  executive  officer  of 
Peregrine  Asset  Management  (Hong 
Kong)  Ltd.  Still,  even  Seton  is  looking 
for  a  pickup  late  in  the  year — and  he 
thinks  New  World  Development  Co.,  a 


GROWTH  PLAYS  IN  THE  PACIFIC 
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PRICE 
ON  DEC.  6 

P-E 
RATIO 

GEMTING 

Malaysian  gambling 

$8.63 

26 

HSBC 
HOLDINGS 

Hong  Kong  banking 
giant 

15.00 

10 

MATAHARI 
PUTRA 

Red-hot  Indonesian 
retailer 

L90 

27 

SEMEN 
GRESiK 

Indonesian  cement 
maker 

2.72 

18 

VARiTRONlX 

Hong  Kong  LCD 
manufacturer 

L86 

15 
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well-managed  property  and  infrastruc- 
tm-e  developer,  is  a  safe  way  to  go.  And 
don't  forget  1997,  when  Britain  is  due  to 
hand  over  Hong  Kong  to  Beijing. 
Mavens  suggest  stocks  could  receive  a 
boost  if  relations  with  China  remain  sta- 
ble prior  to  the  big  shift. 

Another  concern  for  Asian  investors 
is  inflation.  Most  worries  center  on 
Malaysia,  which  is  wrapping  up  its 
eighth  consecutive  year  of  8%-plus  eco- 
nomic gi'owth.  Analysts  fear  the  coun- 
try's currency  will  be  hammered  by 
speculators,  forcing  a  hike  in  interest 
rates  that  could  hurt  many  highly  lever- 
aged companies. 

The  outlook  appears  better  for  In- 
donesia. Despite  a  flat  market  in  '95, 
Lisa  Stewart,  a  director  at  Hong 
Kong's  Bowen  Capital  Management, 
still  likes  Indonesia's  solid  earnings 
growth  and  12.6  average  price-earn- 
ings ratio.  Her  top  pick:  hm  Sampoema, 
a  maker  of  clove-flavored  cigarettes  fa- 
vored by  local  field  hands. 
SWIFT  SELL-OFF?  In  northeast  Asia,  the 
major  wony  is  pohtics.  Taiwan  has  been 
rocked  by  Beijing's  pressure  campaign 
to  stem  thoughts  of  independence.  And 
Korea's  market  is  suffering  from  a  po- 
litical-conuption  scandal.  But  with  earn- 
ings gi-owth  remaining  strong  in  Seoul, 
many  fund  managers  still  bet  that  the 
market  will  live  up  to  the  hopes  they 
had  for  it  earlier  this  year,  when  it  was 
picked  as  one  of  the  most  attractive  in 
the  region. 

Some  strategists  think  it  will  take  a 
while  longer  for  such  hopes  to  be  real- 
ized. They  think  it  more  likely  that 
Asian  markets  will  see  a  precipitous 
sell-off  during  the  next  6  to  12  months  if 
U.  S.  investors  cash  in  their  Asian 
shares  and  put  the  money  back  to  work 
at  home.  "I'm  perceiving  a  climactic  fi- 
nale," says  Peter  D.  Everinglon,  man- 
aging director  of  Hong  Kong's  Regent 
Fund  Management  Ltd. 

But  once  that  passes, 
Everington  says,  bar- 
gain himters  will  appeal" 
in  earnest.  "You  will  get 
a  great  buying  opportu- 
nity," he  says.  Indeed, 
across  Asia,  mai'ket  fans 
are  counting  on  the  re- 
gion's attractions — fast 
gi'owth,  stellai'  produc- 
tivity, and  high  sav- 
ings— to  win  global  in- 
vestors back.  But  until 
the  punters  return, 
Asian  mai'kets  may  face 
more  rough  going. 

By  Mark  L.  Clifford 
in  Hong  Kong 
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STRATEGIES  FOR 
STOCKS 


MEXICO 


Mexico  Has  Nowhere 
to  Go  but  Up .  Right? 

A  year  after  the  peso  debacle,  the  market  may  be  ripe 


Interest  rates  are  over  5U'(.  The 
economy  shrank  by  more  than  19c 
in  1995.  More  than  1  milHon  people 
have  lost  their  jobs.  Political  scan- 
dals keep  mounting.  So  why  do  many 
experts  say  it's  time  to  return  to  the 
Mexican  stock  market,  where  the  Bol- 
sa  index  was  down  26'7f  in  dollar  terms 
in  1995?  Because  investors  who  wait  for 
the  economy  to  lumber  back  to  growth 
may  be  too  late. 

One  year  after  the  peso  devaluation 
drove  investors  fi'om  Latin  American 
markets,  many  analysts  are  suggesting 
selective  bu.ving  in  Mexico.  Aside  fi'om 
cheap  stock  prices  for  foreigners,  ob- 
sei-vers  ai'e  encoui-aged  by  falling  inter- 
est rates,  a  halt  in  job  losses,  and  high- 
er cement  consumption — all  indicators 
that  the  Mexican  economy  may  have 
bottomed  out.  Jorge  Mariscal,  head  of 
Latin  equity  reseai'ch  at  Goldman,  Sachs 
&  Co.  in  New  York,  estimates  that  the 
Bolsa  Mexicana  de  Valores  could  rise 
20%  in  dollai*  tei-ms  over  the  next  12 


cent  S525  million  debt  sale. 
NEW  CONTRACTS,  But  picking  the  right 
exporter  is  tricky.  If  the  peso  strength- 
ens against  the  dollar, 
as  some  expect,  mai'gins 
will  shinnk.  Among  con- 
glomerates, many  rec- 
ommend Alfa,  the  steel 
and  petrochemical  giant, 
and   Desc,   a  holding 
company  with  interests 
in  chemicals  and  auto 
parts.  Analysts'  favorite 
steelmaker    is  Altos 


months.  "If  you  wait  until  there 
is  concrete  evidence  of  economic 
growth,  then  it's  time  to  sell," 
I   he  argues. 

Nobody  expects  such  signs 
to  be  popping  up  all  over  in 
1996.  Most  economic  fore- 
casters ai'e  looking  for  ex- 
pansion of  no  more  than 
2^^.  So  the  pros  advise 
caution.  For  many  ana- 
lysts, that  means  stick- 
ing with  exporters, 
-ince  domestic  con- 
.-umption  is  likely  to 
remain  depressed.  Mex- 
ico shipped  33%  more 
abroad  during  the 
first  nine  months  of 
1995  compared  with 
the  same  period  in 
1994,  in  dollar  terms. 
The  country's  steel, 
mining,  and  chemical 
companies  benefit  from 
High  international  prices 
hile  their  costs  are  in  un- 
dervalued pesos.  Many  have  ex- 
panded capacity.  Shai'es  in  copper  min- 
er Grupo  Mexico,  for  example,  are  up 
25%  in  dollars  for  the  year,  and  the 
company  found  heavy  demand  for  a  re-  ico 


the  market  fall,  retailer  Cifra  is  Me; 
co's  bargain  blue  chip.  It  has  no  debt 
commanding  market  share,  and 
world-class  partner  in  Wal-Mart  Stor 
Inc.  But  investors  must  be  wiUing 
wait  a  couple  of  years  to  see  retun 
Paper  products  company  Kimber 
Clark  de  Mexico  has  raised  prices,  i 
creased  market  share  by  replacii 
more  expensive  imports,  and  pared  pi 
duction  costs. 

Even  in  two  of  Mexico's  hardest-1 
sectors,  constiuetion  and  banking,  the 
are  worthy  picks.  Engineering  and  cc 
stmction  company  Bufete  Industrial  h 
won  new  contracts  abroad  this  year  s\ 
picked  up  work  from  expanding  Mexic 
exporters.  The  country's  largest  bar 
Banacci,  is  likely  to 
emerge  stronger  af- 
ter the  crisis. 

Of  course,  the 
Mexican  market  re- 
mains highly  risky. 
WTiile  the  peso  has 
stabilized  at  about 
7.7  for  now,  more 
currency  jitters 
would  delay  recov- 
ery. No  one  can 
predict  if  Mexicans 
will  tolerate  a  con- 
tinued erosion  of 
living  standards 
in  1996.  The  cor- 
ruption scandal 
surrounding  the 
brother  of  former 
President  Carlos  Salinas  de  Gorta 
continues  to  simmer.  But  investors  wd 
ing  to  hang  on  may  be  rewarded.  Sa; 
Alexander  Anderson,  research  direct 
at  the  Abaco  brokerage  house  in  Me 
City:  "You  only  need  a  lot  of  p 


CAUTION 

Mexico's 
domestic 
market  i 
still  flat, 
exporter 
look  like 
good  bet 


tience  and  a  pretty  strong  stomacl 
Especially  the  latter. 

Bn  Elisabeth  Malkin  i7i  Mexico  Ci 


MEXICAN  PICKS 
FOR  THE  STRONG  OF  STOMACH 


en  its  long-teiTTi  growth 
potential. 

The  intrepid  may 
want  to  bet  on  compa- 
nies that  supply  to  the 
domestic  market.  With 
its  stock  depressed  by 


COMPANY 

PRICE 
ON  DEC.6 

P-E 
RATIO* 

CIFRA 

Top  retailer— and  debt-free* 

$1 

NA 

AHMSA 

Strong  steel  exporter 

6 

6 

GRUPO 
MEXICO 

Copper  miner  investing 
in  refinery 

4 

6 

TELMEX 

Down  but  not  out* 

32 

16 

BUFETE    Fast-growing  global  builder' 
INDUSTRIAL 

14 

NA 

'  American  depositary  receipts        **  Based  on  estimated  1996  earnings  per  share 
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THE  WAY  WE  SEE  IT 
THE  ROCK  ON  THE  TOP 
IS  MORE  VALUABLE. 


Coal  may  not  be  considered  a  luxury,  but  that's  precisely 
the  reason  we  think  it  makes  such  a  smart  investment. 

Because  the  demand  for  coal  is  constant  and  strong  in 
every  environment.  It  remains  a  necessity  even  during  a 
recession,  while  the  demand  for  diamonds  tends  to  fall  by 
the  wayside. 

Which  IS  exactly  why  Hanson  added  The  Peabody 
Group's  U.S.  and  Australian  coal  operations  to  its  portfolio. 
Other  Hanson  operations  include  such  leading  industry 
names  as  Quantum  Chemical,  Cavenham  Forest  Industries, 
Grove  Crane,  and  Cornerstone  Construction  &  Materials. 

Since  being  listed  on  the  New  York  Stock  E.xchange  in 


1986,  sales  have  soared  to  $17  billion,  while  total  market 
capitalization  is  over  .$19  billion.  At  the  end  of  1994,  our 
gross  dividend  vield  was  6.2°'o,  double  the  average  of  the 
S&P  500. 

There  is,  of  course,  a  reason  for  ovir  success:  a  manage- 
ment philosophv  steeped  in  common  sense.  Namely,  to  own 
businesses  that  provide  basic  goods  and  essential  services 
and  then  keep  a  firm  eye  on  the  bottom  line. 

Which  ultimately  means  that  while  Hanson  may  never 
be  the  perfect  accessory  for  an  evening  gown,  you  might 
consider  it  for  your  investment  portfolio. 

For  a  copy  of  Hanson's  .\nnual  Report,  call  1-800-8-HANSON. 


HANSON 


.'VGGREG,\TE.S      CHEMICALS      CO.A.L      CONST-RUCTION  &  BL'ILDLNG  PRODl.ICTS      FOREST  PRoOTCTS      TORACl  i) 


include  the  Intel®  Pentium®  processor.  The  way  Aspire  practically  sets 
itself  up,  easing  the  fears  of  new  PC  users.  Aspire  is  what  people  think 
a  home  PC  should  be.  It's  a  bold  approach,  and  one  that  people  are 
responding  to  with  overwhelming  enthusiasm.  Aspire  is  representative 


Designed  for 

• ' '-sl^D  ^'^^  additional  information  about  the  Aspire  Minitower  Computer  or  to 

'i:;sMJx  contact  a  retailer  near  you,  call  1-800-381-ACER.  AcerXpress  Faxback 

Window's^  System  1-800-554-2494.  Acer  BBS  1-408-428-0140. 


signed  for 


ocumeni  •  WoidPad  B 


£tSt   View   frisert   Fgirnat  Hefp 

PJ 


/2  Ga!.  Milk 
vviss  Cheese 
ourdoug})  Bread 
lot  Dogs 
lot  Dog  Buns 
[ketchup 

Lriimal  Crackers 
for  Jason  :-) 
,'4  lb.  Coflee  Beans 
trawbeiry  Ice  Cream 
aper  Towels 
)ozen  Eggs 


STRATEGIES  FOR 
STOCKS 


THE  PROS 


Four  Gurus 
and  a  Lofty  Market 

After  1995's  big  runup,  business  week's  new  stock  savants  are  stressing  fundamentals 
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What  stocks  would  you  choose 
if  you  had  $100,000  to  invest 
this  New  Year?  That's  the 
question  business  week 
asks  foui"  top  investors  each  December. 
These  brave  souls  are  required  to  pro- 
duce a  list  of  10  stocks  for  the  coming 
12  months. 

This  year's  stock-pickers  have  an  es- 
pecially difficult  act  to  follow.  The  mar- 
ket of  '95  was  just  about  perfect  for 
value  investor  Douglas  Johnson,  now 
a  portfolio  manager  with  Greenwich 
Street  Advisors,  a  division  of  Smith 
Barney  Inc.  Johnson's  bottoms-up 
stock-picking  style  reaped  him  a  65% 
overall  gain  through  Dec.  1.  His  port- 
folio benefited  most  from  a  255%  jump 
in  the  stock  of  Data  Broadcasting 
Corp.,  a  manufacturer  of  portable 
stock-quote  machines.  Data  Broadcast- 
ing witnessed  Inteniet-ci'azy  gains  after 
the  company  was  named  a  data 
provider  for  Microsoft  Corp.'s  World 
Wide  Web  site. 

In  second  place,  with  a  54%  payoff, 
was  Justin  S.  Mazzon,  senior  portfolio 
manager  for  American  Blue  Chip  In- 
vestment Management.  He  over- 
weighted his  portfolio  in  high-yield 
stocks  using  a  modified  beat-the-Dow 
strategy  designed  to  protect  his  port- 
folio from  a  market  downturn.  Maz- 
zon's  home  run  was  Sears,  Roebuck  & 
Co.  Our  international  stock 
specialist,  John  Horseman, 
fell  from  first  at  midyear  to 
third,  in  part  because  of  a 
disastrous  performance  at 
China's  Luoyang  Glass  Co., 
down  40%.  Strong  U.  S.  con- 
sumer stocks  helped  him  back, 
though,  and  Horseman's  final 
return  was  24%.  Like  Mazzon 
and  Horseman,  stock-picker 
John  S.  Gardner  was  bearish 
last  January.  Gardner,  of  Van 
Liew  Capital,  loaded  up  on 
cash-rich  stocks  as  a  hedge, 
and  his  portfolio  finished 
fourth,  still  up  20%. 

In  common  with  last 
year's  lineup,  1996's  quartet 
is  singing  a  song  of  caution 


about  the  overall  market.  Our  four 
giu'us  are  focused  on  company  funda- 
mentals, and  they're  betting  that  a 
good  story  is  the  best  wager  in  uncer- 
tain times. 

IN  SEARCH  OF 
UNDERmUED  ASSETS 

Desi  Heathwood  made  headlines  last 
April  when  he  led  a  mass  defection 
from  old-line  money  manager  Boston 
Co.  The  company's 
parent,  Mellon  Bank 
Corp.,  felt  his  loss,  as 
institutional  invest- 
ment dollars  began 
departing  as  well. 
Heathwood  set  up 
his  similarly  named 
Boston  Partners  with- 
in the  month  and  has 
amassed  $5  billion  in 
assets  under  manage- 
ment since  April. 
Heathwood  and  his 
cohorts  are  strict  val- 


DESMOND  J.  HEATHWOOD 


Chief  Executive  Officer.  Boston 

Partners  Asset  Management  Ltd. 

STOCK 

PRICE 

HORIZON/CMS  HEALTHCARE 

$24/4 

IBM 

96/4 

LEHMAN  BROTHERS 

21/8 

THE  LIMITED 

17/8 

LOEWS 

78 

NOVELL 

14/8 

REPUBLIC  NY 

64/8 

SPRINT 

40/8 

STOLT-NIELSEN  (STLTF) 

30 

VOLVO  (VOLVY) 

20/8 

ue  managers  who  focus  on  bujing  at 
low  price. 

With  the  market's  current  highs,  it 
not  easy  to  find  undervalued  compiO^j 
nies.  So  Heathwood  is  buying  comp; ' 
nies  whose  parts,  he  believes,  ai 
worth  more  than  the  whole.  He  look 
for  managements  that  are  actively  tri\ 
ing  to  unlock  that  value,  such  as  men 
bers  of  the  Tisch  family  at  Loew' 
Corp.  They  recently  sold  their  stak^, 
in  CBS  Inc.  and  part  of  their  stake  i 
Diamond  Offshore  Inc.  Heathwood  als 
likes    The  Limite 
Inc.,  a  retailer  that 
spinning  off  divisioi 
to  increase  sharehoi 
ers'    returns.    Teh ' 
communications  giar 
Sprint  Corp.  make'!  , 
the  list  in  part  b(™''^?* 
cause  of  the  compa^' 
ny's  decision  to  spi 
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cellular  busi 
ness.  Cash-rich  ca 
maker  Volvo,  whie 
has  already  sold  man 


4 


ancillary  businesses 
trades  at  half  its  tru 
value,  according  t 
Heathwood. 

Heathwood  favors 
few  reasonably  pric& 
acquisition-minded  companies 
well.  IBM  is  throwing  off  enoug 
cash  to  cover  future  acquisition 
and  still  buy  in  shares.  Heathwoo(: 
calculates  that  ib.m  will  generate  $1 
a  share  in  free  cash  flow  in  1996, 
most  15%  of  the  $96  stock  pric€ 
Republic  New  York  Corp.,  whiclr 
is  in  the  process  of  bu>ing  Crosi 
land  Federal  Savings  Bank 
$330  million,  boasts  an  excellen 
management  team  and  sevei^'f 
years  of  strong  returns 
Heathwood  thinks  it's 
bargain  at  nine  timei 
next  year's  earnings 
Out-of-favor  Lehmai'l 
Brothei-s  Inc.,  the  only  brop? 
kerage  fiiTn  trading  at  a  dis 
count  to  book  value,  is  an 
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that  Lehman  does  not  get 
igh  credit  for  its  strong  ftxed- 
ne  busi- 
.  Stolt- 
^en,  a  Brit- 
)ased  shipper 
s  trading  at  only 
n  times  next  year's  earnings,  is  a 
;hwood  favorite  because  cargo  ship- 
rates  are  firming.  Two  out-of-favor 
th  names  round  out  his  picks:  Nurs- 
lome  operator  and  rehabihtation 
ider  Horizon/CMS  Healthcare,  and 
'orker  Novell  Inc.  Both  companies 
Id  resume  good  growth  this  year, 
:hwood  beheves. 

All  data  in  tables  is  as  of  Dec.  11.) 

3M  SPELL-CHECKERS 
C ITRON  E  LLA  CM  DLE  S 

3  manager  of  the  hugely  successful 
billion  PBHG  Grc\vth  fimd,  Gary  Pil- 
i  has  racked  up  a  nifty  annualized 
rn  of  22%  since  1986.  An  investor 
plunked  down  $10,000  nine  years 
would  have  $80,000  today,  an  ac- 
jiishment  that  earned  pbhg  Growth 
lingstar's  highest  rating — five  stars, 
■im  is  a  strict  growth  manager  who 
ses  his  attention  on  small-cap  com- 
es. "As  growth  managers  go,  we're 
ag  the  most  aggi'essive  because  we 
ys  look  for  companies  in  the  early 
liddle  stages  of  maturity,"  says  Pil- 
1.  He  pretty  much  ignores  the  mar- 
He  gamely  offered  to  make  an 
all  mai-ket  projection  for  1996  when 
NESS  WEEK  asked,  but  instead,  we 
lim  concentrate  on  what  he  does 
:  picking  stocks. 

number  of  technology  issues  pro- 
the  kind  of  gi-owth  (30%  to  40% 

-term)  and  potential  for  positive 

lings  surprises  Pilgrim  looks  for. 

first  pick,  Inso,  supplies  spelling- 
grammar-checking  software  pro- 

ns  to  everyone  from  Microsoft  to 

IS  Development.  In  addition  to  this 

ly  lucrative  busi- 

,  the  company  is 

ying  its  hnguistic 

irtise  to  products 
do  everything 


.bases  by  word  to 
ing  executives  use 
:lish  as  a  second 
uage  in  composing 
espondence. 
nother  pick,  Cog- 
Corp.,  is  a  leader 
lachine  vision  orig- 
ly  used  for  in- 
."ting  semicon- 
:ors  but  now 
rseeing  a  variety 
asks  from  razor- 


GARY  L.  PILGRIM 

President  and  Chief  Investment  Of- 
ficer, Pilgrim  Baxter  &  Associates 
STOCK  PRICE 

ACCUSTAFF  $33 

BLYTH  INDUSTRIES  54/2 

COGNEX  56/4 

GARTNER  GROUP  43 /e 

INSO  44/ 

KEMET  29/8 

McAFEE  ASSOCIATES  47/ 

PHYSICIAN  SALES  &  SERVICE  2 1  % 

QUINTILES  TRANSNATIONAL  36 
U.S.  FILTER 


RICHARD  S.  STRONG 

Chairman,  Strong  Funds 


STOCK 

PRICE 

CANANDAIGUAWINE 

$30/ 

DANKA  BUSINESS  SYSTEMS 

33 

DENTSPLY  INTERNATIONAL 

37% 

WALT  DISNEY 

61% 

EXIDE 

47/s 

HARRAH'S  ENTERTAINMENT 

25/ 

HARLEY-DAVIDSON 

26% 

LANCASTER  COLONY 

35/8 

MARSHALL  INDUSTRIES 

34/8 

SENSORMATIC  ELECTRONICS 

19/ 

blade  production 
to  bottle-cap 
sealing.  He 
also  likes 
Kemet,  a  man- 
ufacturer of  electronic  components  for 
circuit  boards,  which  grew  130%-  last 
quarter,  beating  Wall  Street  estimates. 
McAfee  Associates,  a  developer  of  an- 
tivirus software  and  another  fast  grow- 
er, with  earnings  expected  to  increase 
40%  in  the  coming  year,  makes  his  list 
as  well. 

Another  small-cap  sector  Pilgi"im  has 
explored  is  health  care,  where  Physi- 
cian Sales  &  Service,  a  distributor  of 
supplies  to  doctors'  offices,  is  a  favorite 
thanks  to  aggressive  acquisitions  and 
expanding  margins.  He  also  likes  Quin- 
tiles  Transnational  Corp.,  a  specialist  in 
getting  clinical  products  approved  for 
larger  manufacturers  in  regions  around 
the  world.  This  is  part  of  a  broader 
outsourcing  trend 
Pilgiim  is  invest- 
ing in. 

Gartner 
Group  Inc., 


searches  and  analyzes  computers  and 
jf       software,  is  a  particular  favoiite, 
'    Pilgrim  says,  because  it  domi- 
nates its  market  and  promises  a 
50%  earnings  increase  this  year.  Pil- 
gi-im  also  likes  Accustaff  Inc.,  a  tempo- 
rary staffing  company 
that  is  buying  up  the 
competition,  and  U.  S. 
Filter  Corp.,  which 
dominates  the  water- 
purification  market. 
Although  long-term 
debt  is  up  at  U.  S. 
Filter,  Pilgrim  sees 
water    becoming  a 
more  scarce  commod- 
ity and  the  company's 
acquisition  strategy 
paying  off.  For  his 
finale,    Pilgrim  has 
chosen  something 
completely  different: 
Blyth  Industries  Inc., 
a    manufacturer  of 
aromatic,  religious, 
and  citronella  candles, 
which  he  jokingly  refers  to  as  the  "co- 
cooning  play." 

WHAT  DO  DISNEY  AND 
HARLEY  H AVE  IN  COMMON? 

In  addition  to  overseeing  a  $16.5  bil- 
lion fund  group  that  bears  his  name, 
Dick  Strong 
keeps  attuned 
to  the  mar- 
kets by  man- 
aging the 
Strong  Dis- 
covery 
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Fund.  His  discoveries  for  1996  include  a 
number  of  manufacturers  of  disposable 
products,  such  as  razor  blades,  that  need 
to  be  regularly  replaced.  While  he  ex- 
pects sporadic  market  corrections. 
Strong  is  optimistic  that  the  extremely 
positive  environment  for  business  that 
followed  the  collapse  of  communism  in 
the  1980s  will  continue.  He  believes  in- 
flation and  interest  rates  vdll  remain 
low  in  the  coming  year.  "As  long  as  the 
government  stays  out  of  the  way,  for  a 
good  management  team,  it's  a  dream," 
says  Strong. 

A  tx^pical  Strong  pick  is  Dentsply  In- 
ternational Inc.,  one  of  the  largest  den- 
tal suppliers  in  the  countiy.  It  is  valued 
at  an  attractive  15  times  fiscal  1996  es- 
timated eaiTiings  and  will,  he  says,  enjoy 
eaiTiings  gi'owth  in  the  midteens  thanks 
to  acquisitions  and  demand.  "People's 
teeth  break  all  the  time,"  says  Strong, 
who  foresees  no  dip  in  demand  for  this 
company's  services.  At  Danka  Business 
Systems,  a  servicer  of  photocopiers. 
Strong  is  looking  for  a  heaity  30%  earn- 
ings growth  based  on  the  company's 
ability  to  buy  up  readily  available  mom- 
and-pop  operations  and  streamline  its 
operations.  Danka,  based  in  Britain, 
trades  in  American  Depositaiy  Receipts 
in  the  U.  S. 

Consumer  demand  for  Exide  Corp. 
batteries  will  help  this  company,  which 
Strong  says  is  the  most  efficient  manu- 
facturer of  batteries  in  the  world. 
Strong  thinks  Canandaigua  Wine  Co. 
is  cheap  at  11  times  1996  expected 
earnings.  The  stock  was  recently  beaten 
down  after  a  disappointing  quarter,  an 
overreaction  according  to  Strong.  For 
the  fearful,  he  has  Sensormatic  Elec- 
tronics Corp.,  a  manufacturer  of  theft- 
prevention  devices.  Growing  at  25%  a 
year,  Sensormatic,  he  says,  has  a  new 
chief  executive  and  a  great  chance  to 
cut  costs  over  the  next  few  years.  For 
the  fearless,  there's  Harley-Davidson 
Inc.,  whose  yearlong  waiting  list  for 
motorcycles  and  growing  international 
market  impress  Strong. 

Two  entertainment  stocks  have 
caught  his  eye.  Strong  thinks  Walt  Dis- 
ney Co.  will  benefit  from  new  broad- 
casting and  publishing  outlets.  Han'ah's 
Entertainment,  the  former  Promus 
Cos.,  will,  he  expects,  disprove 
overblown  concerns  about  its  New  Or- 
leans operations.  Lancaster  Colony 
Corp.,  a  manufacturer  of  glassware,  can- 
dles, and  specialty  foods,  and  Marshall 
Industries,  a  rapidly  groviing  distributor 
of  electronic  components,  enjoy  low 
price-earnings  ratios,  in  part.  Strong 
feels,  because  of  lack  of  Wall  Street 
coverage  of  the  stocks. 


SHINING  A  LIGHT 
ON  ASIA'S  STARS 


As  director  of  Far  Eastern  equities 
at  London-based  Guinness  Flight  Glob- 
al Asset  Management,  Richard  Farrell 
is  waiting  for  the  U.  S.  market  to  get 
tired.  That's  when  money  will  begin  to 
return  to  Japan,  he  argues,  and  it  could 
happen  soon.  Rock-bottom  interest 
rates,  a  decline  in  the 
yen,  and  gi'adual  im- 
provement in  the 
Japanese  economy 
have  him  bullish  on 
Japanese  stocks.  A 
contrarian  streak  may 
explain  his  desire  to 


play  as  well  as  a  developer  of  Fo 
Bonifacio,  a  planned  business  hub 
the  Philippines.  Farrell's  third  Hoi 
Kong  choice,  investment  bank  Per 
grine,  will  benefit  in  the  near  ter 
from  an  upturn  in  the  market,  he  say 
and  in  the  long  run  from  the  develo 
ment  of  a  significant  Asian  governme 
debt  market  needed  to  fund  its  en 
mous  infi'astracture  gi-owth.  Also  aval 
able  as  adrs  are  hsbc  Holdings,  Pe 
grine,  and  NTT,  which  trades  at  42. 

To  the  north,  Fa'| 
rell  Ukes  Korea's  Sar'? 
sung  Group,  a  resul 
of  his  generally  bu| 
ish  outlook  for  PCs.  h ; 


RICHARD  FARRELL 

Director,  Far  Eastern  Equity 
Investment,  Guinness  Flight  Global 
Asset  Management  Ltd. 

STOCK  PRICE     is  i-ecommending  Sai! 

ASAHI  BANK  (TOKYO)  $lP/4     sung's  Global  Depoi 


get    in    before    the     FIRST  PACIFIC  (HONG  KONG)  P 
INDOCEMENT  (JAKARTA)  SVs 


rush.  "You  should  buy 
from  the  fearful  and 
sell  to  the  greedy," 
says  Farrell. 


HSBC  HOLDINGS 
(HONG  KONG) 


1478 


Japanese  telephone    !^?^^A^'i^i^_^^l'^.''°Ml*i'J']_24'^_    fiting   from   a  12} 


tary  Receipts,  whi( 
unbehevab 
cheap"  on  a  cash-flo 
basis.  He  has  also  s 
lected  Korea  Electr 
Power,  which  is  beni 


giant  NTT  is  especially 
likely  to  lise  this  year, 
according  to  Farrell. 


NIPPON  TELEGRAPH  & 
TELEPHONE  (TOKYO) 


8,393 


01  ELECTRIC (TOKYO) 


3278 


jump  in  kilowatt  sal 
in  the  first  six  montli 
of  this  year,  a  demaii 


He  thinks  this  could    trend  that  Farrell  e 


be  the  year  the  com- 


pects  to  continue.  H 


PEREGRINE  INVESTMENTS  VA 

pany  is  broken  up  into 

(HONG  KONG)   final  pick  is  Indon 

component  parts,  a  la     SAMSUNG  ELECTRONICS        65       sia's  Indocement.  I: 
(GDR) 

TOKYO  ELECTRON  (TOKYO)  41% 


AT&T,  unlocking  now- 
hidden  value.  Farrell 
likes     Asahi  Bank 
Ltd.'s  reasonable  level  of  bad  debt  and  is 
betting  that  mai'gins  for  Japanese  banks, 
traditionally  wafer-thin,  will  improve. 
His  optimism  about  the  semiconductor 
cycle  continuing  its  upswing  led  him  to 
Tokyo  Electron  Ltd.,  wiiich  should  see 
revenues  for  the  current  fiscal  year  up 
50%'  and  an  additional  25%  gain  next 
year,  he  says.  Oi  Electric  is  a 
smaller  company  that  Farrell 
has  selected  as  a  pui'e  play  on 
Japanese  interest  in  the  In- 
ternet, which  he  says  has  "al 
most  become  an  obsession." 

He  also  likes  Hong  Kong 
stocks,  which  he  finds  the 
safest  way  to  participate 
in     mainland  China's 
growth.  "On  the  whole, 
the  mainland  China  ex- 
changes have  very  small 
trading   volumes,"  says 
Farrell.  "In  Hong  Kong, 
the  accounting  and  legal 
infrastructure  is  much 
better  estabhshed."  hsbc 
Holdings     scores  for 
strong  management.  First 
Pacific  Co.  he  thinks  is  a 
strong  telecommunications 


donesia    is  one 
his  favorite  emergii 
markets,  and  Ind 
cement,  he  feels,  w 
benefit  from  infi"! 
structure  grow 
and  its  big  holdir 
in  Indofood. 
By  Namtte  Bym 
in  Los  Angel 
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J\  O  \^  E  R     IT  M  E  WORLO 

WHERE     OO    YOU  GO 
E  R  O  ISA     E        E  R  E  7 


E        E     O  E  Y  ]S/[  E  I  C  GAMES. 

Long  before  Atlanta  was  named  host  to  the  Olympic  Games,  we  created  a  network  that 
was  —  and  still  is  —  adniirecl  lyy  communications  companies  aroimd  the  world. 

This,  along  with  BellSoiith  's  leadership  in.  cellular,  paging  and  mobile  data  communications 
services,  helped  position  Atlanta  as  host  of  the  most  high-tech  Olympic  Games  ex'er 

It  took  foresight  and  detennination  to  prove  ourselves  ready  for  the  1996  Olympic  Games. 
Qualities  that  help  give  our  customers  a  competitive  edge  in  an  environment  that's  constaritly 
new  and  different . 

Whether  it's  the  Olympic  Games,  your  growing  business  m  the  Southeast  or  your  cellidar 
service  needs  in  Honolulu,  we  can  put  you  in  the  forefront  of  communications.  For  more  inforyna- 
tion,  call  your  BellSouth  Representative  or  T800-726-BELL. 

K   E    H    P    I    N    G       VOL/       A    M    E    A    D        OF       E    M    E       GAM  E." 


USA 


BELLSOUTH 


.4  FLOW   CONTROL   A  ANVIL/CANVIL   A  WINN   VALVES    A  HINDLE   VALVES    A  NEOTECHA   A  J.B.  SMITH 


Business  as  usual 


Business  at  Tyco 


Without  question,  the  companies  of  Tyco  International  are  hungrier  than  most. 
Performance  incentives,  minimized  bureaucracy  and  a  tenacious  workforce  are  feeding  a 
1  5°/o-20%  annual  growth  rate.  According  to  a  recent  survey  of  institutional  analysts, 
Tyco  ranked  among  the  world's  best  corporations  at  cutting  costs  while  simultaneously 
improving  productivity.  Want  to  see  how  we  do  it?  Write  us  for  a  free 
video  and  annual  report  at  P.O.  Box  9,  Nutting  Lake,  MA  01865. 


tuca 

K  international  ltd 


UNLEASHING    THE     POWER    WITHIN  A 


NYSE-TYC 


A     OfSPOSABLE  ANQ 


INSIDE  WALL  STREET 


'  GENE  G.  MARCIAL 

.  French  Play 
n  the  Internet 

"prance's  answer  to  Intel,  SGS- 
i  Thomson  Microelectronics  (stm), 
.  a  Big  Board-listed  stock,  is  start- 
r  to  attract  attention  in  America.  It 
nt  public  on  Dec.  8,  1994,  at  22  a 
are — and  streaked  to  55M  by  mid- 
igust.  The  stock  has  since  given  up 
ich  of  that  gain,  falling  to  33  in  the 
unding  that  technology  issues  took 
I'ently.  But  Thomson's  fans  aren't 
;ed:  "It  gives  investors  who  failed  to 
;ch  the  stock  early  a  second  shot  at 

CHEAP  ENTREE  TO  CHIPS 


EARNINGS 
PER  SHARE 

j 

199/  E',t 

$5.00 

1996  Est,  i 

$4.25 

1 

i 

1995  Est, 

$3.88 

! 

1994 

$3.04 

1993 

$1.92 

1 
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ying  cheap,"  says  one  New  York  in- 
stment  manager  who  has  been  doing 
3t  that.  The  company  was  formed  in 
87  through  the  merger  of  France's 
lomson  Semiconductors  and  Italy's 
S  Microelletronica. 
This  pro  thinks  Thomson  is  the  stock 
bet  on  in  semiconductors.  He's  con- 
iced  it  win  catch  fire  soon — ^because  of 

MPEG  I  and  MPEG  II  chips,  which 
compress  video  data  for  smooth  and 
aip  replay  of  digital  video  and  audio 
ta.  Although  other  companies  have 
mpression  technology,  this  money 
mager  is  one  of  several  who  see  these 
ips — an  access  ramp  to  the  Infonna- 
in  Superhighway — as  a  play  on  in- 
stors'  infatuation  with  the  Internet. 
"The  product  is  at  the  crux  of  tech- 
logy  that  can  access  videos  out  of  the 
temet,"  explains  this  pro.  What's  sure 

lift  future  demand  for  mpeg  chips  is 
icrosoft's  hcensing  of  Sun  Microsys- 
ms'  new  Internet  language — Java 
:ript.  With  a  new  language  in  place, 
ajor  new  programming  will  develop, 
id  consumers  soon  will  be  able  to 
•wnload  complex  audio  and  video  pro- 
;  ams  from  the  Internet.  They  may  use 


multimedia  PCs  or  multimedia  terminals. 
In  either  case,  they'll  need  mpeg  chips. 

Thomson  has  a  50%  market  share  in 
MPEG  I  chips  and  nearly  100%  in  the 
more  advanced  mpeg  II.  In  multime- 
dia PCS,  the  MPEG  has  been  "very  well 
r-eceived,  especially  for  Windows  and 
DOS  products,"  says  a  company  spokes- 
man. About  $100  miUion  worth  of  high- 
margin  mpegs,  or  4  miUion  units,  have 
been  sold  by  Thomson  this  year.  He 
says  demand  for  mpegs  will  hit  60  mil- 
lion units  in  1997  and  220  million  by 
1999.  mpegs  sell  at  $35  apiece,  mpegs 
are  also  used  in  the  new  generation  of 
video  CD  players.  One  big  customer  is 
Thomson  Multimedia  (no  relation), 
which  has  chosen  the  mpegs  for  its  set- 
top  decodei'  used  in  Hughes  DirectTV. 
Other  big  customers:  Sony,  General  In- 
strament,  and  Scientific-Atlanta. 

A  rival  maker  of  mpegs  is  C-Cube 
Microsystems,  which  trades  at  100  a 
share — vdth  a  lofty  97  p-e,  vs.  Thom- 
son's 11.  Analyst  Mike  Gumport  of 
Lehman  Brothers  notes  that  Thomson 
far  outstrips  its  peers  in  growth  and 
profitability,  yet  the  stock  is  undei-val- 
ued.  "Based  on  comparable  multiples, 
our  one-year  $60  target  for  Thomson 
now  seems  too  low,"  says  Gumport. 


Double  Boon 
from  Hehx 

Never  mind  what  Helix  Technolo- 
gy (HELX)  makes.  When  you  see 
its  sales  and  profit  graphs,  you'll 
want  the  stock.  Those  two  lines  go 
nearly  straight  up — from  1991  on. 
Aside  from  being  a  growth  stock,  it 
pays  a  $l-a-share  annual  dividend. 
How  many  other  tech  stocks  provide 
both  growth  and  income?  Not  many. 

What's  Helix  all  about?  It's  the 
world  leader  in  cryogenic  and  vacuum- 
technology  products:  The  cryogenics 
aid  in  cooling  off  infrared  detectors, 
superconductor  devices,  and  advanced 
electronic  circuits.  Helix'  products  gen- 
erated a  return  on  equity  of  50%  in 
1995,  up  sharply  from  last  year's  36%. 

Producers  of  semiconductors,  flat- 
panel  displays,  magnetic  heads,  disk 
drives,  CD-ROMS,  and  optics  all  use  sys- 
tems that  need  Helix'  vacuum  technol- 
ogy. Hehx  supplies  vacuum  and  ciyo- 
genic  pumps  to  many  such  outfits. 
Helix  customers  include  practically  ev- 
ery semiconductor  and  integrated-cir- 
cuit  producer  in  the  U.  S. 

"All  these  products  are  finding  a 
larger  market  every  day,"  says  Theo- 


dore Rudd  O'Neill  of  H.  C.  Wainwright, 
a  Boston  investment  firm,  who  thinks 
Helix  will  earn  $2.10  a  share  in  1995, 
$2.66  in  1996,  and  $3  in  1997— up  from 
$1.82  last  year  He  figures  the  stock, 
now  at  31,  is  worth  50.  Considering 
the  growing  importance  of  Helix  prod- 
ucts, he  says,  "I  wouldn't  be  surprised 
if  one  of  the  big  superconductor  compa- 
nies made  a  move  to  acqufre  it." 

Oncogene's 
Full  Dance  Card 

If  biotech  stocks  are  on  their  way 
back,  as  analysts  assert,  there's 
quite  a  list  of  winners  to  choose 
from.  Many  investors  are  flocking  to 
Oncogene  Science  (ONCS),  whose  links 
with  big  drug  houses  are  paying  off. 

"This  collaborative  strategy  has  left 
Oncogene  undiscovered  yet  financially 
and  technologically  strong,"  ai'gues  Ed- 
ward Hurvdtz  of  Robertson  Stephens 
in  San  Francisco.  So  far.  Oncogene  has 
an  impressive  list  of  partners:  Pfizer, 
Ciba-Geigy,  Hoechst,  Beckton  Dickin- 
son, and  American  Home  Products. 
The  fii-st  foiu-  hold  stakes  in  Oncogene 
— of  about  5%  each. 

Oncogene  designs  in-vitro  and  Hve- 
cefl  tests  to  discover  leads  on  drugs 
for  cancer,  infectious  diseases,  diabetes, 
and  cardiovascular  and  neui'ological  dis- 
orders. "We're  working  on  29  targets, 
and  we've  identified  leads  in  22  of 
them,"  says  ceo  Gary  Frashier 

One  of  them  is 
being  developed  POWERFIL 
with  Pfizer  for  an  PARTNERS 
anticancer  com- 
pound that's  ex- 
pected to  begin 
clinical  tests  in 
mid-1996.  Another 
drug,  being  devel- 
oped with  AHP's 
Wyeth-Ayerst,  is 
slated  foi-  more 
tests  in  1996. 

That's  not  all: 
One  money  man- 
ager accumulating 
shares  says  Onco- 
gene is  talking  to 
another  U.  S.  pharmaceutical  house  to 
sign  a  pact  for  one  of  its  leads. 

Currently  trading  at  TA,  the  shares 
are  worth  15,  based  on  what  Oncogene 
has  in  its  "treasure  chest  of  new-drug 
leads,"  says  Hui"witz.  The  company  ad- 
mits it  will  stay  in  the  red  through  '97 
but  expects  to  make  money  by  '98. 
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THE  INVESTMENT 
SPECTRUM 


MUTUAL  FUNDS 


Mi 


EOUITY  FUNDS:  TECH  AND 
HEALTH  CARE  LEAD  THE  PACK 


TECHNOLOGY 
HEALTH  CARE 


TOTAL  RETURN* 

44.6% 
41.5 


COMMUNICATION 
NATURAL  RESOURCES 


Will  All  That  Sizzle 
Turn  to  Smoke? 

Not  very  likely.  There  seems  to  be  plenty  of  beef  for  next  year 

'utual-fund  investors  have 
plenty  of  reasons  to  be  merry 
as  1995  draws  to  a  close.  The 
.average  equity  fund  turned  in 
a  total  return  of  24.2%  for  the  year, 
compared  with  -5.3%  a  year  ago.  And 
bond  funds  were  no  slouches,  with  tax- 
able funds  gaining  14%  and  tax-free 
funds  rising  more  than  15%.  A  Scrooge 
could  note  that  actively  managed  mu- 
tual fimds  didn't  beat  the  37.6%  return 
of  the  Standard  &  Poor's  500-stock  in- 
dex. But  the  1,667  U.  S.  diversified  eq- 
uity funds,  which  by  their  nature  tend 
to  track  the  indexes,  are  up  31%.  In 
fact,  almost  half  of  the  mutual  funds  in 
Morningstar  Inc.'s  6,026-fund  universe 
had  gained  30%  or  more  as  of  Dec.  8. 

The  mutual-fimd  investors  with  the 
most  to  celebrate  are  those  in  technolo- 
gy funds,  the  year's  top  performers. 
The  average  total  return  of  tech  fimds 
is  44.6%,  including  reinvestment  of  div- 
idends and  capital  gains.  Although  tech 
funds  have  given  up  some  gains  recent- 
ly, their  returns  still  beat  the  41.5% 
gain  of  health-cai'e  funds  and  the  40.3% 
return  of  funds  focusing  on  financial 
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stocks  such  as 
banks  and  insur- 
ance companies. 

Small-cap  funds, 
up  almost  30%, 
were  also  big  win- 
ners in  the  1995 
fund  derby.  But 
manv    of  them 

were  outperfoi-med     FINANCIAL  40.3      WORLD  14.1 

'  diHii 
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TOTAL  RETURN*fc;A.j(i[iiii 


19.8% 
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by  the  larger  ag-     GROWTH  &  INCOME 


31.4 


EUROPE 


13.2 


eressive    errowth     3;'.er^tKt 

funds.  Fifteen  of    .^'^J!^!"^.l''?^1   ."^'l^A^I"?  104_j  sacalcon 

GROWTH  31.2  FOREIGN  4.7  '^^'^V'^ 

SMALL  COMPANY  29.7  PRECIOUS  METALS  4.3  ^' 


the  25  largest  eq- 
uity mutual  funds 
weighed  in  with 


returns     topping     EQUITY-INCOME  28.5      PACIFIC  1.7  '4^M 


30%.  The  best  re 
turn  was  in  the 


SPECIALTY  -  MISC.             27  5  DIVERSIFIED  EMERGING  MKT  -5.7 
   iveareor 

$148  bimon'TXven-     .^*':*N"A  24.1_ .  _U-_S.  DIVERSIFIED  EQUITY  _ _ _3_0^_  j  -Gro 

tieth  Century  Ul-     ASSET  ALLOCATION             23.2  ALL  EQUITY  FUNDS             24.2  '^^'^^^ 
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UTILITIES                      23.1  S&P  500  INDEX  37.6 


HOW  THE  BIG 
FUNDS  FARED 


FUND 

ASSETS 

BILLIONS 

TOTAL 
RETURN* 

FIDELITY  MAGELLAN 

$53.8 

38.2% 

INVESTMENT  COMPANY 
OF  AMERICA 

24.1 

30.0 

WASHINGTON  MUTUAL 
INVESTORS 

17.0 

39.3 

VANGUARD  INDEX  500 

16.6 

37.6 

FIDELITY  PURITAN 

15.2 

20.0 

TWENTIETH  CENTURY 
ULTRA  INVESTORS 

14.8 

40.8 

FIDELITY  CONTRAFUND 

14.5 

36.3 

FIDELITY  GROWTH  & 
INCOME 

14.0 

33.4 

VANGUARD/WINDSOR 

13.7 

31.2 

INCOME  FUND  OF  AMERICA 

13.0 

27.6 

*Appreclatlon  plus  reinvested  dividends  and  capital  gains 
before  taxes,  Dec.  30. 1994  -  Dec.  8, 1995 
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tra  Investors,  an 
aggressive  growth 
fund  that  moved 
up  40.8%.  thanks 

to  some  smart  big  bets  on  technology. 
The  $17  biUion  Washington  Mutual  In- 
vestors fund  came  in  second  with  a 
39.3%  retimi.  .\nd  the  $53.8  billion  Fidel- 
ity Magellan  fimd  gi'ahbed  tlurd  place 
with  a  38.2%  gain. 

"PLACE  TO  BE."  Small-cap  mutual  funds 
may  give  then*  lai'ger-cap  cousins  a  run 
for  their  money  in  1996.  Investment 
managers  expect  the  Nasdaq  Combined 
Composite  Index,  home  to  many  small- 
cap  stocks,  to  continue  outperforming 
the  large-cap  indexes.  Some  small-cap 
stocks  did  beat  the  megafunds  in  1995. 
Garrett  Van  Wagoner,  fund  manager 
for  the  $563.5  million  Govett  Smaller 
Companies  A  Fund,  steered  it  to  a  65% 
return.  That  means  that  it  stands  to 
become  the  best-perfoiTning  small-com- 
pany fund  for  three  straight  years.  If 
there  is  continued  low  inflation  and  low 
real  gi-owlh  with  no  recession  in  1996, 
"small-cap  growth  is  the  place  to  be," 
says  Van  Wagoner. 

Van  Wagoner  set  the  stage  for  his 
fund's  stellar  return  by  seUing  his  17% 
holding  of  chip  stocks  at  midyear.  He 
put  half  the  money  in  Intemet  stocks 
and  the  rest  into  data  communications 
and  software  issues.  His  Intemet  strat- 


*Appreciation  plus  reinvested  dividends  and  capital  gams  before  taxes,  Dec.  30. 1994  -  Dec.  8, 1995 
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egy  includes  seUing  half  of  a  holdinp'l  ^  M 
when  it  doubles  in  price.  Van  Wagone  '"fT-Eo 
remains  bullish  on  Internet  stocki  ^'fisftii 
"They  seem  incredibly  valued,  but  th  ''^fe. 
gi-owth  potential  of  the  ai-ea  is  as  big  i  '^liiiei' 
I've  seen  in  any  area,"  he  says.  "Ov( 'Jif  renu 
the  years,  I've  found  that  the  best  con  ^-^"^m 
panies  and  the  best  gi'oups  are  alwaj  '''■%ri 
expensive."  i^^p. 

In  1996,  the  40-year-old  Van  Waj  £p*n 
oner  is  striking  out  on  his  ow^n  an  -iSKn 
starting  a  family  of  no-load  funds.  Th  there 
Van  Wagoner  Funds  will  premier  wit ay;  J 
micro-cap,  emerging  gi'owih,  and  mid'^^ii'"];, 
cap  fimd  offerings  in  early  1996.  Th  i^iialo:. 
emerging  gi'owth  fund  \rill  be  manage  f'lld  JIa: 
similarly  to  the  Govett  Smaller  Comps '  ailikr. 
nies  Fund.  ,  iupol", 

The  grand  prize  among  the  top-pei  are  o; 
forming  tech  gi'oup  goes  to  the  $1  bi  i--!iiore: 
Hon  Fidelity  Select  Electronics  Fun<  ^  ini^ 
which  is  managed  by  Marc  Kaufmai|  :f)fe: 
The  strength  of  semiconductor  stock 
was  a  big  contributor  to  the  fund's  toti 
return  of  74.4%.  Chip  stocks  have  take 
a  beating  lately,  however,  with  man' 
30%  to  50%  off  previous  highs.  Th 
fund's  net  asset  value,  in  fact,  is  dow)|*  .laaj' 
15%  from  its  September  high. 

Kaufman  has  repositioned  the  fimd  t 


rf  *th  1 
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advantage  of  companies  that  of- 
proprietary  technology  products. 
,'ause  they  provide  products  that 
specialized  niches . . .  these  compa- 

may  be  well-positioned  to  grow 
ings  whether  or  not  the  rapid 
rth  in  the  semiconductor  industry 
inues,"  he  says.  Two  such  holdings 
Atmel  Corp.,  a  maker  of  memory 
logic  chips,  and  Linear  Technology 
).,  which  produces  so-called  linear 
'rated  circuits. 

WTH  AHEAD.  Tech  stocks  also  fu- 
the  performance  of  the  second- 
-performing  fund.  The  $40  million 
r  Capital  Appreciation  Fund  racked 
73.5%  return  by  having  more  than 
(jf  its  assets  in  tech  and  by  lever- 
e — borrowing  against  about  20%  of 
ssets  during  the  year  to  buy  more 
-:s.  Fund  manager  David  D.  Alger 
('d  up  on  chip  stocks  during  1995 
has  since  trimmed  them  to  14%  of 
fund.  Alger  isn't  using  any  leverage 
ently.  His  largest  positions  include 
puter  stock  Altera,  Canadian  phar- 
gutical  company  Biochem  Pharma, 
if r  Gap,  and  telecom  company  U.  S. 
otics. 

rowth  funds  are  expected  to  be 
ng  performers  in  1996.  Alger  ex- 
s  growth  stocks  to  have  a  very 
1  year  compared  with  the  broad 
ket.  "Growth  stocks  underper- 
led  the  market  in  1993  and  1994,  so 

have  a  lot  to  go  on  the  upside,"  he 
.  -Jay  Schabacker,  editor  of  newslet- 
Mutual  Fund  Investing,  is  also 

on  the  prospects  for  growth  fimds 
veil  as  equity-income  funds.  He 
;  the  T.  Rowe  Price  Equity  Income 
«i,  which  is  well-represented  in  ar- 
hf  favors,  such  as  financials,  util- 
,  and  health. 

tellar  returns  from  tech  ftmds  have 
stors  wondering  if  they  should  take 
its.  Alger  feels  that  the  outlook  for 
is  bright.  "What  you're  seeing  now 
blip  where  people  got  overexcited 
)me  areas  of  the  technology  indus- 
and  there  has  been  a  slight  slow- 
n,"  says  Alger.  "These  stocks  are 
aordinarily  cheap . . .  they  have  re- 
ched  a  lot." 

erald  Malone,  co-manager  of  the 
I  million  Alliance  Technology  A 
d,  up  51%,  is  also  a  tech  bull.  "In- 
ors  are  concerned  about  whether 
,  is  more  sensitive  to  an  economic 
down  today,"  he  notes.  "But  you 
1  to  go  beyond  that  and  realize  that 
wijrldwide  penetration  of  the  consu- 
market  by  technology  is  still  in 
early  stages."  While  expecting 
v'er  rates  of  growth  from  tech 
ks  in  1996,  Malone  and  co-manager 
er  Anastos  like  semiconductor 
ks,  which  they  think  will  benefit 
n  strong  unit  growth  in  personal 


EOUITY  FUNDS:  1995's  WINNERS  AND  LOSERS 


1                THE  BEST 

1               THE  WORST 

TOTAL  RETURN* 

TOTAL  RETURN* 

FIDELITY  SELECT  ELECTRONICS 

74.4% 

WRIGHT  EQUIFUND-MEXICO 

-38.0% 

ALGER  CAPITAL  APPRECIATION 

73.5 

EV  MARATHON  GREATER  INDIA 

-35.1 

FIDELITY  SELECT  AIR  TRANSPORTATION 

70.5 

BT  INVESTMENT  LATIN  AMERICAN  EQTY 

-27.2 

PERKINS  OPPORTUNITY 

70.2 

MERRILL  LYNCH  LATIN  AMERICA  B 

-26.3 

fit;  n 

ucprill  PC  1  ATIM  AMFRIPAN  UAI  IIP 

TURNER  SMALL  CAP  EQUITY 

62.8 

UNITED  SERVICES  GOLD 

-24.2 

DOMINION  INSIGHT  GROWTH 

62.4 

G.T.  LATIN  AMERICA  GROWTH  A 

-24.0 

SMITH  BARNEY  SPECIAL  EQUITIES  B 

60.5 

MORGAN  STANLEY  LATIN  AMERICAN  A 

-111 

FIDELITY  SELECT  COMPUTERS 

59.5 

TCW/DW  LATIN  AMERICAN  GROWTH 

-22.6 

lUCA  II  HuUKCjoIVC  uKUVVIn  H 

JO. 4 

PinKIFFP  lUniA  A 

— LL.O 

WHITE  OAK  GROWTH  STOCK 

bll 

AMERICAN  HERITAGE 

-llA 

WASATCH  MID-CAP 

56.1 

TCW  GALILEO  LATIN  AMERICA  EQUITY 

-21.7 

UNITED  SCIENCES  TECHNOLOGY  A 

56.0 

T.  ROWE  PRICE  LATIN  AMERICA 

-21.2 

BT  INVESTMENT  SMALL  CAP 

55.9 

RYDEX  URSA 

-20.9 

Dir  CMAi  1  r>AP  conwTU 

rlu  omALi.  l>Mr  bnuwin 

CTFADMAM  Tprwuni  nCY  RPnWTM 

9n  ^1 

TCW/DW  SMALL  CAPITALIZATION  GROWTH 

54.7 

GOVEn  LATIN  AMERICA  A 

-19.8 

T.  ROWE  PRICE  SCIENCE  &  TECHNOLOGY 

54.6 

6LANCHAR0  WORLDWIDE  EMERGING  MKTS 

-19.3 

JOHN  HANCOCK  GLOBAL  TECHNOLOGY  A 

54.4 

FIDELITY  LATIN  AMERICA 

-18.9 

PUTNAM  OTC  EMERGING  GROWTH  A 

54.4 

LINDNER  BULWARK 

-15.8 

CCI  inMfiU  mMMIINirATIDNC  i.  IMPn  A 
dtLluiVfAr*  LfUIiilVtUnibMi lUWo  a  IWrU  H 

jj.  J 

CnRFPTCnM  CTPPUPMC  nPU  milNTRIP^ 

—14.0 

FIDELITY  SELECT  HOME  FINANCE 

53.5 

G.T.  GLOBAL  EMERGING  MARKETS  A 

-14.7 

FIDELITY  SELECT  SOFTWARE  &  COMP 

52.5 

UNITED  SERVICES  CHINA  REG.  OPPORT. 

-14.1 

TCW  GALILEO  SMALL  CAP  GROWTH 

52.5 

UST  MASTER  EMERGING  AMERICAS 

-13.7 

RYDEX  NOVA 

52.4 

LEXINGTON  STRATEGIC  INVESTMENTS 

-13.3 

rci  icuAM  uPunPDcnu  CI  nn  tppu  a 
ocuiuniHn  ntnutnoun  ulud.  i  tun.  h 

DDR  RFA  PMFPRIUC  MAPKFTC  cniilTV 
nDD-DLM  tmLKuirib  lYIMnnnlo  LUUIIT 

1  ^  9 

FREMONT  U.S.  MICRO-CAP 

51.6 

SCUOOER  LATIN  AMERICA 

-11.8 

ALLIANCE  PREMIER  GROWTH  B 

51.4 

PAINEWEBBER  EMERGING  MKTS  EQUITY  A 

-11.7 

FIDELITY  SELECT  TECHNOLOGY 

51.3 

MORGAN  GRENFELL  EMERG.  MKTS  EQUITY 

-11.7 

FIDELITY  NEW  MILLENNIUM 

51.3 

PIERPONT  EMERGING  MARKETS  EQUITY 

-11.6 

WPIRMT  cnillPIIMn  ITAI V 

Vrnibn  1  cuuirunu-iiMLT 

1  n  7 

— lU./ 

JURIKA  &  VOYLES  MINI-CAP 

51.1 

MONTGOMERY  EMERGING  MARKETS 

-10.4 

ALLIANCE  TECHNOLOGY  A 

51.0 

TCW  GALILEO  EMERGING  MARKETS 

-10.4 

T.  ROWE  PRICE  NEW  HORIZONS 

50.9 

UAM  ACADIAN  EMERGING  MARKETS 

-10.2 

JOHN  HANCOCK  SPECIAL  EQUITIES  A 

50.4 

SMITH  BARNEY  PRECIOUS  MTLS  &  MINS  B 

-9.8 

UtCTA  CMAI 1  TAP  PfllllTV  A 

lAPAM 

Q  K 
—3.0 

SIFE  TRUST 

49.8 

GOVEH  EMERGING  MARKETS  A 

-9.3 

INVESCO  STRATEGIC  HEALTH  SCIENCES 

49.8 

WRIGHT  EQUIFUND-JAPAN 

-8.8 

SIT  SMALL  CAP  GROWTH 

49.5 

SEVEN  SEAS  EMERGING  MARKETS 

-8.5 

BARON  GROWTH  &  INCOME 

49.4 

STEADMAN  AMERICAN  INDUSTRY 

-8.2 

TnPDAV 

1  unnnT 

UflPPAU  CTAMi  PV  CMPPriMP  UADUFTC  A 

itIUKuAN  oiAnitT  tivitnuinb  mftKntlo  A 

Q  1 
—0.1 

DAVIS  FINANCIAL  A 

49.3 

DREYFUS INTL RECOVERY 

-7.9 

IDEX3 

49.2 

LAZARD  EMERGING  MARKETS 

-7.9 

DEAN  WinER  HEALTH  SCIENCES 

49.1 

GLENMEDE  EMERGING  MARKETS 

-7.8 

UAVIb  bnUWIn  UrKUKIUNlIT  A 

4y.i 

AbIA  HUUbt  AbtAN  uKUWIH 

-7.4 

FRANKLIN  CA  GROWTH 

49.0 

MERRILL  LYNCH  DEVEL.  CAPTL  MKTS  B 

-6.8 

FIDELITY  SELECT  REGIONAL  BANKS 

48.8 

GIT  WORLDWIDE  GROWTH 

-6.6 

FIDELITY  SELECT  FINANCIAL  SERVICES 

48.8 

LEXINGTON  WORLDWIDE  EMERGING  MKTS 

-6.5 

USAA  AGGRESSIVE  GROWTH 

48.5 

SIT  DEVELOPING  MARKETS  GROWTH 

-6.3 

ALGER  SMALL  CAPITALIZATION 

48.3 

FIDELITY  PACIFIC  BASIN 

-6.2 

MAIRS  &  POWER  GROWTH 

48.2 

VAN  ECK  INTL  INVESTORS  GOLD  A 

-6.2 

*  Appreciation  plus  reinvested  dividends  and  capital  gains  before  taxes,  Dec,  30, 1994  -  Dec,  8,  1995 

DATA:  MORNINGSTAR  INC 


MUTUAL  FUNDS 


Despite  tech  funds'  recent  hammering,  their  gains 
eclipsed  health  care,  banks,  and  insurance 


computers.  They  also  like  wii'eless  com- 
munications stocks,  although  they  cite 
short-term  concerns  about  the  rate  of 
gi'owth  in  the  cellular  subscription  base. 
Other  stocks  among  their  favorites  are 
service  companies  such  as  Electronic 
Data  Systems,  First  Data  Co.,  and  dst 
Systems. 

PICKUP  OVERSEAS?  Investors  who  ven- 
tured abroad  missed  out  on  the  biggest 
returns  in  1995.  International  equity 
fimds  returned,  on  average,  6.3%.  Di- 
versified emerging-market  funds  were 
the  worst-peifomiing  gToup,  down  5.7%. 
Pacific  stock  fluids  gained  less  than  2%. 
Funds  that  focus  on  European  stocks, 
however,  were  up  13.2%>.  Better  per- 
formance came  in  international  bond 
funds,  which  gained  15.5%.  thanks  to  a 
weak  U.  S.  dollar. 

In  1996,  the  international  equity  funds 
may  perk  up.  In  the  last  two  weeks  of 
November,  there  was  a  small  pickup  in 


the  flow  of  money  into  international  eq- 
uities after  two  straight  months  of  out- 
flows, notes  Robert  Adler  of  am(j  Data 
Services,  which  tracks  weekly  fund 
flows.  Kurt  Brouwer,  of  San  Francisco 
investment  advisory  Brouwer  &  Jana- 
chowski,  says  Europe  and  Japan  have 
"explosive  potential"  but  need  a  catalyst 
to  produce  the  returns  that  their  mar- 
kets are  capable  of.  Bullish  investors 
might  look  into  the  Warbiu'g  Pincus  Ja- 
pan OTC  Fund,  which  editor  Schabacker 
of  Mutual  Fund  Investing  recommends 
for  aggi'essive  accounts.  The  risky  fimd 
owns  the  smallest  of  the  small-cap  Jap- 
anese companies. 

Where  did  mutual-fund  investors 
place  their  bets  in  1995?  Equity  funds 
received  a  steady  inflow,  with  $97.4  bil- 
lion in  net  new  cash  flow  as  of  October. 
Robyn  Tice,  a  spokeswoman  for  Fidelity 
Investments,  says  November  may  turn 
out  to  be  the  strongest  month  of  the 


THE  BEST  OF  THE  BOND  FUNDS 


1             TAXABLE  FUNDS 

1             TAX-FREE  FUNDS 

TOTAL  RETURN* 

TOTAL  RETURN* 

BENHAM  TARGET  MATURITIES  2020 

56.7% 

CALIFORNIA  MUNI 

32.9% 

BENHAM  TARGET  MATURITIES  2015 

48.6 

DELAWARE  TAX-FREE  USA  INTERMEDIATE  B 

29.3 

BENHAM  TARGET  MATURITIES  2010 

39.1 

SAFECO  CA  TAX-FREE  INCOME 

25.1 

RYDEX  U.S.  GOVERNMENT  BOND 

33.5 

FUNDAMENTAL  FIXED-INC  HIGH-YLD  MUNI 

24.9 

AAL  U.S.  GOVT  ZERO  COUPON  SERIES  2006 

33.3 

SAFECO  INSURED  MUNICIPAL  BOND 

23.9 

SMITH  BARNEY  INV.  GRADE  BOND  B 

32.2 

ALLIANCE  MUNI  INCOME  INSURED  CA  A 

23.6 

BENHAM  TART  MATURITIES  2005 

30.3 

SAFECO  ADVISOR  MUNICIPAL  BOND  B 

23.1 

LOOMIS  SAYLES  BOND 

29.5 

ALLIANCE  MUNI  INCOME  CA  A 

23.1 

RUSHMORE  U.S.  GOVT  LONG-TERM 

29.5 

ALLIANCE  MUNI  INCOME  II  Ml  A 

23.0 

MONITOR  MORTGAGE  SECURITIES  INV. 

29.4 

UST  MASTER  LONG-TERM  TAX-EXEMPT 

22.6 

MANAGERS  BOND 

29.4 

ALLIANCE  MUNI  INCOME  II  FL  B 

22.5 

CALAMUS  CONVERTIBLE 

29.0 

BLANCHARD  FLEXIBLE  TAX-FREE  BOND 

21.8 

FIDELITY  SPARTAN  LONG-TERM  GOVT  BOND  28.4 

SMITH  BARNEY  CA  MUNICIPALS  A 

21.7 

CGM  FIXED-INCOME 

27.9 

EVERGREEN  SC  MUNICIPAL  BOND  Y 

21.6 

VANGUARD  ADMIRAL  LONG-TERM  U.S. 

27.8 

USAA  TX  TAX-FREE  INCOME 

21.5 

VANGUARD  F/l  LONG-TERM  O  S.  TREASURY 

27.7 

ALLIANCE  MUNI  INCOME  INSURED  NATL  A 

21.4 

VANGUARD  BOND  INDEX  LONG-TERM  BOND 

27.4 

USAA  CA  BOND 

21,3 

BENHAM  LONG-TERM  TREASURY  &  AGENCY 

27.0 

EVERGREEN  SC  MUNICIPAL  BOND  A 

21.3 

DAVIS  CONVERTIBLE  SECURITIES  A 

26.5 

ALLIANCE  MUNI  INCOME  NATIONAL  A 

21.3 

T.  ROWE  PRICE  U.S.  TREASURY  LONG-TERM  26.2 

ALLIANCE  MUNI  INCOME  11  PA  A 

21.2 

•  Appreciation  plus  reinvested  dividends  and  capital  gains  before  taxes,  Dec.  30, 1994  -  Dec.  8, 1995 
DATA:  MORNINGSTAR  INC. 


year  for  sales  of  domestic  equity  fimc 
As  of  Nov.  24.  Fidehty  had  $2.4  billi: 
in  net  sales  of  domestic  equity  funi 
for  the  month.  Tliat  compares  with  $i 
million  for  all  of  November,  1994. 

Taxable-bond  and  income  funds,  i 
contrast,  saw  .$7.4  billion  flow  out  tl! 
door.  But  after  four  months  of  hea^j 
redemptions  eai'ly  in  1995,  the  funds  hi 
foui-  straight  months  of  inflows  as  of  0 
tober.  Much  of  that  has  gone  into  hig 
yield  bond  funds,  which  had  an  averaj 
return  of  15.3%  for  the  year  That  fi 
short  of  convertible-bond  funds'  20.1 
return  and  the  16.7%  retiu-n  of  gover 
ment  bond  ftmds  investing  in  Treasuriep 
BOND  ANOMALY.  One  of  1995's  big  sujj 
prises  was  the  rally  in  bonds.  Low  inflj 
tion  and  declining  interest  rates  led  l| 
some  spectacular  returns  at  funds  ii| 
vesting  in  long  Treasuries.  The  top-pe 
forming  bond  fund,  $565  million  Be| 
ham  Target  Maturities  2020,  ended  tlii 
year  up  56.7%.  Fund  manager  Dav:(i 
Schroeder  invests  in  zero-coupon  bon(| 
maturing  in  2020.  "Performance  ml 
been  strong  because  as  interest  rat( 
decline,  the  fund  does  well,"  he  say 
Next  year  may  not  be  so  kind:  "Tt 
bulk  of  the  decline  in  rates  is  probabi 
behind  us.  I  wouldn't  expect  price  aj 
preciation  to  be  as  big  a  part  of  tl 
fund's  total  return  in  1996." 

Municipal  bond  funds  also  did  wel 
The  top-performing  muni  fimd.  Califo: 
nia  Muni,  gained  almost  33%',  compare 
with  a  20%.  loss  in  1994. 

The  worst-performing  bond  fund  w; 
an  anomaly.  Astra  Adjustable  Rate  Si 
cmities  IV  lost  37.5%  in  value.  Tlie  on], 
negative  returns  of  the  year,  in  fac 
were  in  a  seines  of  Astra  fimds.  The 
are  an  unusual  case:  In  1994,  the  func 
invested  in  j)rivate-issue  adjustable  rat 
mortgages  (arms),  instead  of  safer  goi 
ernment-backed  arms.  Credit  qualit 
problems  arose,  fund  net  asset  value 
slumped,  and  shareholders  started  n 
deeming.  That  started  a  vicious  circl 
as  the  fund  was  forced  to  sell  illiqui 
securities  at  distressed  prices. 

After  such  a  gangbuster  year  i 
the  stock  and  bond  markets  in  199! 
there's  a  strong  chance  that  1996's  r< 
tuiTis  mil  pale  by  comparison.  At  leas 
that's  the  way  a  Scrooge  might  thin) 
More  sanguine  investors  might  raise 
glass  to  an  outstanding  year  and  loo 
fomard  to  a  more  subdued  bull  mai'ke 
By  Suzanne  Woolley  in  New  For 
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Run  connuniui  (//tons  n/>/>fn  d funis  thai  cxpdnd 
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Modular  system  arcliitecttire  lets  you 
expand  voitr  cointnumcations 
lajjdhilitics  non  aiid  in  the  /iitiirc 
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MLiltiinedia  i.s  the  tutiirc  of  communi- 
cations. And  the  conv  ergence  of  voice, 
video  and  data  on  fast,  high-hand- 
width  networl<s  is  how  it  will  lie 
acliieved.  But  you  liave  to  make  deci- 
sions right  now  on  implementing  the 
multimedia  applications  vou  ll  need  in 
the  future,  know  ing  that  if  you  run  those  applications  on 
disparate  networks  and  through  multiple  sw  itches,  your 
costs  could  go  through  the  roof  What's  the  answer? 

It's  OLir  DEFINITY*^  Communications  System.  Not  only 
will  it  optimize  your  existing  investment  as  well  as  pro- 
vide support  for  future  ATM  applications,  the  DEFINlTt' 
System  also  delivers  TCP/IP  functionality  through 
the  DEFINITY  LAN  Gateway,  an  integral  LAN  Ixjard  that 
gives  you  direct  Ethernet  connections,  positioning  you 
today  for  that  future. 

With  SNMP  support  for  simplihed  management,  the 


DEFINITE;'  System  fulfills  all  the  promise  of  CTl  because 
it  will  allow  you  to  manage  all  your  resources  across 
your  network.  So  why  take  chances  with  multimedia 
application  implementation? 

The  DEFINITE'  System  G3V4  gives  you  enterprise- 
wide  capabilities  both  today  and  tomorrow  as  well  as 
the  AT&T  quality  and  commitment  to  our  customers. 
No  matter  hov\'  big  they  grow. 

For  more  information  on  the  DEFINITE'  System  G3^'4 
call  I  son  32S-"466.  ext.  ^23. 
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BONDS 


The  Party  Winds  Down 
in  the  Bond  Market 

Decent  yields  are  available.  But  big  capital  gains?  Not  this  year 


Economics  may  be  the  dis- 
mal science,  but  it's  rlif- 
ficult  to  find  an  econ-  - 
omist  these  days 
with  a  dreary  1996  forecast. 
That  said,  even  those  who 
expect  short-  and  long-terjii 
rates  to  decline  a  bit  further 
next  year  generally  agree  that 
most  of  the  juice  has  already 
been  squeezed  out  of  the  bond 
market.  And  they  warn  that 
investors  hoping  for  continued 
capital-gains-driven  double-dig- 
it returns  had  better  be  pre- 
pared to  look  elsewhere. 

The  consensus  of  economists 
is  that  the  nation's  growth  rate, 
as  measured  by  gross  domestic 
product,  will  slow  next  year 
but  they  believe  that  con- 
sumer inflation  will  remain 
steady  at  a  moderate  2.8%. 
TOO  ROSY?  And  most  Fed 
watchers  think  that  the  cen- 
tral bank  will  cut  the  bench- 
mark Fed  fimds  rate  by  at  least 
half  a  percentage  point  by  the 
end  of  the  first  quarter.  Some, 
such  as  Merrill  Lynch  &  Co. 
and  the  wefa  Group,  believe 
that  the  economy  will  grow 
somewhat  faster  and  that  the 
rate  of  infiation  will  be  some- 
what lower  than  the  consensus. 
They  also  think  the  market  is  a 
bit  too  optimistic  about  the  longer-tenn 
prospects  for  budget  reduction.  An- 
dree-Anne  Desmedt,  wefa's  director  of 
U.  S.  Financial  Services,  believes  the 
long  bond  will  inch  up  to  6.3%  by  late 
next  year.  Martin  J.  Mauro,  senior 
economist  at  Merrill,  is  looking  for 
6.45%. 

More  bullish  on  the  bond  market  is 
Neal  Soss,  principal  of  Soss  &  Cotton,  a 
New  York  economic  consulting  firm, 
which  expects  no  unpleasant  surprises 
in  1996.  The  fii-m  projects  2%  inflation, 
2%  GDP  growth  for  the  year,  and  a 
5.5%  30-year  bond  by  yearend.  "It's 
pretty  hai'd  to  come  up  with  a  sector  of 
the  economy  that's  shockingly  strong," 
he  says.  His  argument:  The  consumer 


RATES  STAY  LOW 


is  cautious,  and  housing  starts  and  sales 
appear  to  have  leveled  off.  Capital 
spending  is  slow,  and  industrial  capaci- 
ty utilization  is  at  a  noninflationaiy  lev- 
el. Commodity  prices  are  in  check.  Low 
rates  in  Japan  relative 
to  those  in  the  U.  S. 
should  keep  Japanese 
investors  keen  on 
Treasuries.  And  while 
wage  pressures  have 
become  a  concern  at 
the  Fed,  Soss  isn't 
worried. 

So  what  does  this 
generally  benign  eco- 
nomic outlook  mean 
for  bond  investors? 

If  there  is  one  sec- 
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tor  of  the  fixed-income  market  that  i 
most  all  strategists  agree  is  the  mo 
attractive,  that  sector  is  municip 
bonds.  Supplies  of  munis  have  shi'ui 
dramatically  because  of  state  and  1 
cal  government  belt-tightening.  Tlu 
coupled  with  exaggerated  fears  th 
Congi-ess  will  enact  tax  reforms  withi 
flat  tax  as  the  centerpiece,  make  mj 
nicipal  bonds  a  bargain  for  individual 
in  the  top  tax  brackets.  Right  noj 
yields  on  tax-free  securities  relative  | 
those  on  the  30-year  Treasury  bor 
are  around  90%. 

BIG  BITE.  A  word  of  caution:  Witli  t 
day's  low  interest  rates,  it  doesn't  tal 
a  big  increase  in  yields  to  take  a  b 
bite  out  of  the  principal  on  longer-ter  : 
instruments.  "An  inflationary  bia: 
could  spell  danger  for  the  small  i; 
vestor,  warns  A.  Keith  Brodkin,  chaij 
man  and  ceo  of  Massachusetts  Final 
cial  Services  Co. 

In  the  taxable  sector,  governments  i 
the  five-  to  seven-year  range  look  like! 
good  bet  if  the  economy  grows  slow! 
Ian  A.  MacKinnon,  senior  vice-pres  • 
dent  of  the  Vanguard  Group,  who  ai  ' 
vises  shortening  maturities,  points  ot 
that  investors  who  drop  back  from  2i  < 
year  to  10-year  issues  give  up  just  'i 
basis  points  in  yield.  With  little  tlu'e; 
of  a  recession  in  the  next  year,  ex]  ler, 
think  that  high-quality  corporate  bon(j 
as  well  as  junk  issues  should  also  pe 
form  reasonably  well. 

Bond-market  gurus  think  mortgag 
backed  securities,  notably  Ginnie  Mai 
which  are  now  yielding  about  7%,  all 
hold  promise  in  this  era  of  low  rat' 
But  they  differ  a  bit 
when  the  investor  sho 
strike.  If  rates  fall  sharp 
enough  to  trigger  a  rus ; 
of  prepa.\Tnents,  investor 
will  lose  some  of  the 
principal.    William  I 
Gross,  managing  direct( 
of    Pacific    Investmei  ! 
Management  Co.,  whif  ' 
runs  the  nation's  large; 
fixed-income  portfoh- 
says  he  would  wait  unt 
the  Fed  funds  rate  fal 
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RECENTLY,  Mary  Washington  Packed  Her 
Dreams  Into  84  Cardboard  Boxes, 

She  /vi/o/pf  i7  /io(/>v.  Sonvthin^  ahc'd  wanted  Ic  Jo  fcr\'cafs.  But  sir  didn't  kriow  whciv-  to  stnit.  Fimnic  ,\\ae,  the  nation's  lai'^'st  source 
oj  [unds  [or  nx^rtsiaoc  lendeis,  /leZ/vJ  put  her  on  the  path  to  homeownership.  After  she  sau>  one  of  our  Opening  Doors  commercials  on 
she  called  us.  And  then  e\>eivthing  started  moving.  Including  Mary  Washington.  Wc  sent  her  a  free  guide  so  she  could  deterwine  if 
she  was  read\>  to  bu\'  a  home  llm  we  helped  guide  Ivr  through  the  honv-huying  process.  And  jinally,  AVvygota  lain  through  a  lender 
we  do  business  with  in  her  communit}'.  ,  V/fcr  that,  all  she  had  left  to  do  was  spring  for  pizz^i  on  moving  FannieMae 
day.  ]o  find  out  more  about  how  we  helped  Maiy,  or  how  we  can  help  you.  call  1-800-548-9444.  Sltcwinii  America  A  ,Nc\ii\\  ln'  I  lc;inc."  <: 


Announcing  the  1996  Alexander  Calder  Conservation  Award  |^ 

"Building  Partnerships  Between 
Business  and  Conservation" 


Ktiiet 

are  o 


Tommy  V\  yche 

Union  Camp  Corporation  and  ^ 
The  Conservation  Fund  are  pleased 
to  announce  that  C.  Thomas  Wyche  ^: 
of  Greenville,  South  Carolina,  is 
the  winner  of  the  1996  Alexander         \  - 
Calder  Conservation  Award.  Tommy 
Wyche  is  being  honored  for  his  continu- 
ing efforts  over  two  decades  to  preserve 
40,000  acres  in  the  Blue  Ridge  Escarpment 
in  South  Carolina.  The  alliance  he  forged  between 
landowners,  businesses,  conservation  groups  and  gov- 
ernment agencies  helped  preserve  this  beautiful  range 
of  mountains,  waterfalls  and  wildlife  habitat. 


The  annual  Calder  Award  recognizes 
^      individuals  who  protect  wildlife  habitat  j^f'^J^ 
in  the  United  States  through  a  partner 
ship  of  business  and  conservation. 
The  award  is  accompanied  by  a 
$10,000  grant  from  Union  Camp.  This 
year  s  recipient  has  shown  that  individuals 
can  make  a  difference  in  the  conservation  oJ 
America's  special  places.  His  success  will 
inspire  others  to  seek  out  similar  partnerships  and 
continue  the  legacy  initiated  by  Alexander  Calder  Jr., 
a  former  chairman  and  CEO  of  Union  Camp. 


The  Consen^ation  Fund  and  Union  Camp  congratulate  the  winners! 


Union  Camp 


THE  CONSERVATION  FUND 
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"I'M  DIFFERENT  FROM  OTHER  PEOPLE. 
WHY  CAN'T  MY  IRA  BE  DIFFERENT,  TOO?" 


BONDS 


3a 


tgage- 


irities 
closed- 
bond 


bout  5%.  Mortgage  funds,  he  says, 
lid  be  the  best  buys  of  1996." 
here  are  other  niches — albeit  not 
ly — in  the  bond  market  where  indi- 
lal  investors  can  eke  out  above-av- 
!,e  yields  without  losing  too  much 
p  over  principal.  Gross  and  others 
think  preferred 
shares  of  some  for- 
eign banks  are 
HES  worth  considering. 

Dividend  yields  on 
A-rated  preferreds 
issued  by  Spain's 
Banco  Santander 
and  Banco  Bilboa 
Vizcaya  are  running 
upwards  of  9%.  Be- 
cause  Germany's 
economy  is  sluggish 
and  inflation  is  low, 
Gross  also  likes 
Germany's  10-year 
"bunds,"  now  yield- 
ing about  6.125%. 
These  are  available 
|g  as  individual  issues 

as  well  as  in  global 
bond  funds, 
another  fruitful  niche  is  closed-end 
d  funds.  Gross  points  out  that  dis- 
nts  on  many  closed-end  bond  funds 
9  lately  widened  to  as  much  as  15%, 
ing  investors  to  pick  up  some 
there.  To  do  so,  says  Thomas  J. 
zfeld,  head  of  a  Miami  money-man- 
ment  firm  bearing  his  name,  in- 
ters should  act  soon  because  of 
it  he  calls  the  "December  phenom- 
n."  Fund  investors  with  paper  loss- 
end  to  sell  these  issues  in  Decem- 
to  take  tax  losses  before  yearend. 
IS,  discounts  tend  to  widen  in  De- 
liinr  and  contract  in  January. 
ItTzfeld  likes  funds  trading  at 
\  e-average  discounts,  such  as  the 
ckRock  2001  Term  Trust,  which  is 
ing  at  a  15%  discount.  He  expects 
iscount  to  shrink  by  five  percent- 
points  by  January.  And  for  the 
d-income  investor  with  a  healthy 
etite  for  risk,  Gross  recommends 
d  funds  containing  issues  of  Ar- 
tina,  Brazil,  and,  yes,  even  Mexico, 
:he  relatively  stable  interest  rate 
late  he  expects  next  year  Some 
these  funds  are  now  yielding  as 
I'h  as  15%. 

^ast  year.  Vanguard's  MacKinnon 
dieted — incorrectly,  as  it  turned 
—that  1995  would  be  the  "year  of 
coupon"  rather  than  a  year  of  fat 
ital  gains.  He  reiterates  that  pre- 
dion for  1996.  But  this  year  he  may 
right. 

By  Phillip  L.  Ziveig  in  New  York 
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//  can  be!  for  your  rollover  IRA,  few  investment 
products  offer  the  freedom  of  choice  and  flexibility  of  an  American  Life 
Individuai  Retirement  Annuity: 

Jbe  freedom  to  move  your  money 
among  investment  choices  that  fulfill  )m  investment  goals  when  you  want  to. 
A  competitive  fixed  interest  account.  And  no  commission,  transfer  charges  or 
withdrawal  fees. 

Add  American  Life's  high  General  Account  ratings,  and  you  have 
a  very  special  way  to  reach  retirement. 


fHE  AMERICAN  WAY  OF  LIFE. 


1-800-957-5432 

American  Life 

320  Park  A\eiuie,  New  York.  N\'  10022 

Mutual  o(  AmeiKQ  Life  Insuraxe  Company  is  a  Registered  Brodei-Dealef  It  (fetrSHiles  the  variable  products  of  Mutual  of  lumka  and  Die  American  Ufe 
Insurance  Company  of  New  York.  For  more  complete  information  on  applicobic  charges  and  expenses  obtoin  o  prospectus  by  (dbiq  1  -SOO  ^SZ  5432. 
Read  it  carefully  before  you  invest  This  induct  may  not  be  ova^Ue  »  m  states  Ihe  IRS  may  apply  lax  penalties  on  wilhdrawits  mode  prior  to  age  59  'A. 


Strong 
Growth 


The  Strong  Growth  Fund  ranked  in 

the  Top  1%  for  total  return  of  all  growth 

funds  ti'acked  by  Upper  Analytical  Services, 

Inc.  for  tne  since  inception  period  ended  9-30-95.  For  the  yeai" 

ended  9-30-95,  the  Fund  ranked  in  the  Top  5 "  o .  Lipper  rtmked 

the  Fund  #2  of  462  and  #26  of  550  funds,  respectively. 

— 100%  No-Load  — 

Past  performam  docs  not  represent  future  results.  Invest>nent  returns  and  pnmpal 
value  van,  and  you  may  have  a  gam  or  loss  wlm  you  sel  shares  For  a  free  prospectus 
mth  more  complete  information,  including  management  fees  and  expenses,  col  Strong 
Funds  Distributors,  Inc  Read  it  carefuEy  before  you  invest  or  send  money.  1695f95L 


Average  Annual 
Total  Returns 

through  9-30-95 

39.51% 

1-year 

30.71% 

Since  inception 

(on  1  US  1-93) 

Performance  and 
rankin'j-  an  Instoricai 


STRONG 


^  Strong  Funds 
1-800-368-2720 


THE  INVESTMENT 


MUNICIPAL  BONDS 


A  Strong  Market, 
Just  as  Long  as... 

Changes  in  tax  laws  could  turn  munis  upside  down 


Ihink  it'll  be  a  good 
year  for  municipal 


T 

■  bonds?  There  are  a 
-L  stack  of  reasons  to 
say  yes:  Limited  supply 
should  drive  prices  upward, 
high  yields  should  lure 
buyers,  and  strong  state  fi- 
nances should  protect  bond 
payments. 

But  tread  carefully.  Also 
in  the  mix  is  the  possible 
elimination  of  munis'  tax  ad- 
vantage, federal  spending  re- 
ductions that  could  hurt 
states  and  locaUties,  and  lo- 
cal resistance  to  higher  tax- 
es that  could  be  used  to 
back  bonds.  There  is  also 
the  chance  that  the  econo- 
my could  weaken,  damaging 
municipal  credit  quality. 
"The  municipal  market  is  on  firm 
ground — as  long  as  the  outlook  for  infla- 
tion and  the  economy  stays  in  the  range 
it's  in,"  says  Paul  C.  Williams,  vice- 
president  and  manager  of  investment 
strategies  and  research  at  John  Nu- 
veen  &  Co. 

SCARCE  COMMODITY.  As  in  1995,  the 
supply  of  new  municipal  bonds  will  be 
hmited.  Experts  expect  $155  billion  or 
less  in  new  long-term  issues — about 
the  same  as  the  roughly  $150  bilhon 
issued  during  1995.  Those  new  issues 
will  be  more  than  offset  by  the  bonds 
that  will  mature  during  1996 — some 
$150  billion  to  $175  billion,  Williams 
says.  Scarce  supply  could  drive  muni 
prices  higher.  Already, 
says  James  J.  Cooner, 
senior  vice-president 
and  manager  of  tax-ex- 
empt bonds  for  Bank  of 
New  York,  "anybody 
who's  in  the  market 
every  day  buying  bonds 
would  appreciate  that 
it  is  getting  harder  to 
buy  particular  types  of 
bonds  at  the  right 
price." 

The  relative  health  of 
state  and  municipal  fi- 


STILL  IN  SHORT  SUPPLY 
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NEW  ISSUES  OF  LONG-TERM 
MUNICIPAL  BONDS 

I        I  I  I  


'91  '92  '93  '94  _ 
A  BILLIONS  OF  DOLLARS 

DATA:  PUBLIC  SECURITIES  ASSN. 


nances  also  helps.  The  National  Gover- 
nors' Assn.  says  that  states'  fiscal  condi- 
tion is  better  now  than  it  has  been  since 
the  late  1980s.  And  yields  on  muni 
bonds  are  extremely  high  relative  to 
those  offered  by  Ti'easuries.  Yields  on 
long-teiTn  munis  ai-e  approaching  90%  of 
those  on  Treasuries.  That  means  the 
aftertax  yields  on  munis  are  as  much  as 
30%  higher  for  investors  in  high-tax 
states. 

Yet  all  these  positives  could  be  over- 
shadowed by  a  major  potential  prob- 
lem: the  flat  tax.  The  prospect  of  a  fim- 
damental  reshaping  of  the  tax  system 
that  would  eliminate  munis'  tax  advan- 
tage has  kept  muni  returns  below  those 
on   taxable   bonds  in 

1995.  And  a  federal 
commission  that  is  stud- 
ying tax-law  changes  is 
expected  to  recommend 
a   flat-tax   system  in 

1996.  Some  say  major 
tax  reform  is  unlikely  in 
an  election  year.  But 
wonnes  about  a  possible 
change  could  continue  to 
depress  muni  prices. 

Reductions  in  federal 
spending  are  also  wor- 
risome. The  cuts  could 
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hurt  states  and  localities — and  taxpaj 
resistance  to  higher  local  taxes  v/oi 
make  things  worse.  "My  real  conce 
is . . .  expenses  will  get  bucked  down 
states  and  municipalities,  and  then  W( 
have  an  economic  slowdown,"  says  Ri( 
ard  J.  Moynihan,  who  oversees  Dr< 
fus  Corp.'s  $27  billion  in  tax-exem 
fiinds.  "Those  municipalities  are  going 
have  to  pay  the  piper  at  that  point." 

For  those  willing  to  wade  into  tl 
market,  it's  best  to  play  it  safe.  E 
perts  recommend  reven 
bonds,  particulai'ly  fi'om  stat 
such  as  Cahfomia  and  Tex; 
where  the  economies  are  ii 
proving.  For  New  Yorkei 
Christopher  M.  Dillon,  a  vk 
president  in  municipal  mart 
strategy  at  J.  P.  Morgan 
Co.,  points  out  that  mai 
bonds  from  that  state 
scheduled  to  be  issued  in  E 
cembei'.  That  could  cause  a  c 
in  prices. 

MANY  RISKS.  As  for  types 
bonds.  Bank  of  New  Yorl 
Cooner  recommends  mur 
that  are  issued  to  finance  vi 
ter  and  sewer  projects.  Su| 
essential  projects  are  mo 
likely  to  continue  to  be  fun 
ed  even  during  a  fiscal  cris; 
Nuveen's  Williams  likes  trar  j 
portation  bonds,  noting  that  a  numbli 
of  major  airport  bonds,  including  the! 
for  the  Denver  airport,  have  be< 
upgraded. 

Whether  to  buy  insured  bonds 
bonds  that  earn 
high  ratings  on  their 
own  merit  is  a  mat- 
ter of  some  debate. 
Bank  of  New  York's 
Cooner  says  some 
AAA-rated  insured 
bonds  now  offer 
higher  yields  than 
some  uninsured  AA- 
rated  bonds,  and  in- 
vestors should  take 
advantage  of  that. 
But  Dreyfus'  Moy- 
nihan says  insured 
bonds  may  be  less 
liquid,  and  therefore 
harder  to  sell. 

That's  just  one 
risk  among  many 
for  the  muni  market 
in  1996,  which  is 
likely  to  be  unusually  fraught  with  bol 
good  and  bad  news.  It  will  be  a  year 
keep  an  especially  close  eye  on  yoi 
portfolio — and  on  Washington. 

By  Kelley  Holland  in  New  Ym 
 i 
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\  hat  happens  when  a  75  year  old  company 
r  uses  to  act  its  age?  Keep  your  eyes  on  ITT. 


Lately,  the  business  community  has 
noticed  that  something's  up  at  ITT. 
We're  pursuing  opportiiiiiti/  more  vigorously. 
Analyzing  our  businesses  more  relentlessly. 
And  scrutinizmg  our  structure  more  aggressively. 
With  good  results.  Earnings  are  up. 
Sales  are  up.  Revenues  are  up. 
So  for  those  wondering  what's  up  at  ITT, 
the  answer  is  just  about  everything. 


ITT 


ITT.  The  one  to  follow. 


9195  ITT  CorDoralion 
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Which  Futures 
Have  a  Future? 

Commodities  look  lackluster,  but  there  may  be  a  few  gems 


Overshadowed  by  the  drama  in 
stocks  and  bonds,  commodity 
markets  had  a  case  of  the  blahs 
in  1995.  Hot  money  that  had 
pumped  up  the  action  in  '94  found 
greener  pastures  else- 
where. The  previous  year's 
most  active  market — cof- 
fee futures — suffered  a  26% 
decline  in  turnover  through 
November,  while  volume  in 
commodity  markets  overall 
remained  flat  and  prices 
edged  up  barely  4%.  Com- 
modities were  "outclassed 
by  the  stock  market,"  con- 
cludes William  Byers,  head 
of  futures  research  at  Bear, 
Stearns  &  Co. 

With  no  sign  of  inflation 
on  the  horizon,  1996  could 
bring  more  of  the  same: 
commodities  whiHng  away 
the  year  in  choppy  trading, 
with  only  a  small  upward 
trend.  But  as  always,  each 
market  marches  to  its  own 
drummer:  Soybeans  could 
boom  even  if  crude  oil  re- 
mains dormant.  Investors 
in  the  right  place  at  the 
right  time  will  find  opportunities  to  earn 
respectable  retui'ns. 

But  where  to  look?  The  grain  and 
oilseed  markets  seem  the  most  likely 
suspects  for  big  moves  in  '96.  While 
other  commodities  languished,  several 
in  these  categories  made  big  gains  as  of 
Dec.  11:  50%  for  corn,  27%  for  wheat 
and  29%.  for  soybeans,  mainly  the  result 
of  adverse  weather 

YEAR  OF  THE  BEAN?  Hard  times  in  the 
Midwest  sowed  profits  for  trend  foUowei-s 
such  as  Steve  K.  DeCook  of  Fundamen- 
tal Futures  Inc.,  whose  $70  million  agri- 
cultural trading  fund  had  jumped  27%. 
thi'ough  mid-November  DeCook  is  bet- 
ting the  next  big  play  will  come  in  soy- 
bean futures,  which  haven't  rallied  as 
much  as  com  despite  equally  tight  sup- 
plies. A  move  to  $8  per  bushel  from 
$7.23  as  of  Nov.  30  could  happen  "in  a 
very  short  time,"  DeCook  predicts. 
"Ninety-six  may  be  the  year  of  the  bean. 


We  just  need  a  catalyst  to  push  it  along." 

Weather  is  likely  to  be  more  of  a  cat- 
alyst for  price  moves  than  usual.  Grain 
and  soybean  stockpiles  are  so  tight  that 
even  an  abundant  crop  would  fill  only 


some  of  the  empty  bins.  If  Mother  Na- 
ture punishes  the  FaiTn  Belt  again,  pric- 
es could  soar 

World  demand  for  U.  S.  farm  prod- 
ucts, meanwhile,  is  surging — especially 
ft'om  Asia.  "China  is  becoming  a  huge 
factor,"  says  Jacob  Morowitz,  head  of 
the  Chicago  Board  of  Ti-ade  member 
fiiTn  nSA  Ti'ading,  who  sees  "a  good  deal 


of  potential"  for  extending  the  ralli 
in  both  corn  and  beans.  Yet  contraria 
can  take  heart,  too:  U.  S.  farmers,  fre 
of  government  "set-aside"  progi-ams  th 
idle  land,  will  tiy  to  take  advantage 
higher  prices  by  planting  fence  post  |i 
fence  post.  A  bimiper  crop  could  provi'^ 
opportunities  for  short  market  pla 
around  midsummer,  especially  in  con] 

Demand  from  Asia  will  also  play 
roles  in  soft  commodity  markets.  Suj 
could  be  the  best  bet  for  dynamic  mov|! 
in  '96.  Huge  hai-vests  in  Brazil,  Cul 
Europe,  and  India  will  continue 
weigh  down  prices,  which  already  ha' 
plunged  25%  thi'ough  December  11. ' 
the  fii-st  quarter,  a  lot  of  sugar  will 
coming  to  the  market,"  pi 
diets  analyst  Walter  Spill) 
of  Smith  Barney  Inc.  Eve 
as  stronger  Third  Wori' 
economies  boost  demand  fill 
the  sweet  white  powde 
sugar  prices  still  have  fa 
ther  to  fall,  Spilka  posits. 
NO  JAVA  JOLT.  Among  othct 
"softs,"'  bumper  crops  likeijj 
will  keep  prices  under  pre^(- 
sure  and  trading  activitj- 
thin  and  bumpy.  The  coffel 
niarket  seemed  drained  tl 
the  dregs  last  year,  after 
fitful  40%  connection  throug 
December  11  provided 
choice  opportunity  for  thos 
holding  short  positions.  No\| 
although  coffee  stockpikji 
have  gr'own  tighter;  trader 
doubt  that  java  prices  wi 
pei'k  up  again.  Consumt 
demand  r-emains  weak- 
the  legacy  of  a  1994  pric 
spike  after  Brazilian  cro 
failures.  On  top  of  tha' 
the  outlook  looks  brigh 
for  next  yeai*'s  harvest  in  Brazil.  N 
one  is  rushing  into  the  flat  cocoa  mai 
ket,  either  The  Ivory  Coast,  the  world 
top  cocoa  producer-,  will  be  piling 
recor-d  crop  on  top  of  robust  stockpiles 
Healthy  cotton  crops  in  Pakistan,  In 
dia,  and  China  will  supjilement  a  U.  S 
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THESE  COMMODITIES  COULD  KEEP  ON  ROLLING 


NYM  EXCHANGE 
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CBT  EXCHANGE 
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e  can  help  you  see 


the  number  of  hot  prospects  located  within 

a  two-hundred-mile  radius. 

Any  cracks  in  area  customer  service. 

How  to  help  your  sales  flourish  in  the  region. 

And  the  location  of  the  nearest  gas  station. 

Pick  any  point  on  the  globe  and  we'll  help  you  see  it  in  countless  new  ways.  It's  Desktop  Mapping,  from  Map/n/o? 
Unleashing  the  power  of  geography  to  give  you  an  entirely  new  view  of  your  data.  Combining  the  information  in  your  databases  with 
other  complementary  data  sources  aivi  maps.  To  show  you  patter7\s  and  relatiomhips  from  a  startlingly  fresh  angle.  Companies 
everywhere  are  already  reaping  the  rewards  of  Desktop  Mapping,  he/ping  ?7iake  Maplnfo  the  worldwide  industry  leader.  And 
because  of  this  leadership,  Microso/t  chose  Maplnfo  to  be  their  Desktop  Mapping  partner  in  Microsoft  '-  Office  for  Windows'^  95. 

Ckdy  Maplnfo  offers  such  a  wide  range  of  Desktop  Mapping  solutions .  From  easy-to-use ,  economical  products  for  nidividuals ,  to 
broad-based  client  server  and  data  warehousing  solutions .  Plus  access  to  data  worldwide .  To  experience  the  power  of  Desktop  Mapping, 
caRfor  our  free  demo  disk  or  CD-ROM.  Or  E-nml  us  at  ii-iquiry@mapinfo.com. 


Web  site  at  http:llwww.mapinfo.com 


We'R  also  direct  you  to  the  Maplnfo  dealer  nearest  you.  And  be  sure  to  visit  our 


1-800-327-8627 


federal  Sales  I-800'6l9-2333  Outside  US  l-5l8'285'm0.  Maplnfo  runs  m  Windows?''  Maantosh^  Pouter  Macmrosfi? 
Sun*  and  HP*  Maplnfo  and  th  Maplnfo  logo  are  registered  trademarh  of  Maplnfo  Corporation.  Microsoft  is  a  registered  trade- 
mark of  Miaosok  CoTtxrraaon.  All  other  marks,  trademarks  and  remtered  trademarh  dre  the  tyrot)eTtn  o(  their  reactive  hiildpr^ 


Are  You  Paying 
Too  Much 
For  Life  Insurance? 


Depending  on  the  company  you  select,  a  45-year  old  man  can  pay  anywhere 
from  about  $40  to  over  $100  per  month  for  a  $250,000 10-year  term  life  policy 

To  Avoid  Overpaying,  Call  For  A  Free  Quote. 

Through  Matrix  Direct  Insurance  Services,  you  can  purchase  affordable  term 
life  policies  from  highly-rated  insurance  companies: 


CONSIDER  THESE  EXAMPLES: 

10- Year  Term  Preferred  Non-Smoker-Male 
Guaranteed  Monthlv  Premiums 
Age     $100,000     $250,000  $500,000 

35  10.88  1936  3350 

45  1784  3676  68  30 


Call  for  a  fast,  free  quote  on  policies  from  $100,000  to  $10,000,000  that  allow 
you  to  lock  in  today  s  low  rates  for  up  to  20  years. 


MATRIX 


DIRECT 


INSURANCE  SERVICES 


Call  To  See  How  Much  You  Can  Save. 

1-800-598-8376 


Insurance  IS  ottered  through  Matrix  Pireci  Insurance  Services  The  quoted  rates  are  underwritten  b\'  First  Penn -Pacific  l.ife  Insurance 
Companv  iL'akbrool--  Terrace  II. )  Rat(.■^  ^uhiect  to  underwriting  criteria  Pohcv  Form  No  BT-1000  Not  available  in  all  states 


Earnings  &  Dividend  Growth 
Earnings  &  Dividend  Growth 
Earnings  &  Dividend  Growth 
Earnings  &  Dividend  Growth 
Earnings  &  Dividend  Growth 
Earnings  &  Dividend  Growth 
Earnings  &  Dividend  Growth 

Year  after  year,  this  is  exciting  and  profitable. 


RiTTENHOUSE 


Your  partner  for  long-term  performance. 

Two  Radnor  Corporate  Center.  Radnor,  PA  19087-4570.  (800)-847-9583 
httpV/www.secapl.coin/Rittenhouse/iit.html 

Please  contact  your  investment  professional  for  more  information. 
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COMMODITIES 


harvest  that  came  in  below  expectati' 
but  is  still  gigantic. 

Energy  futures  markets  have  a 
been  beset  by  abundant  supplies 
18  months  of  trendless,  sideways 
tion,  though,  petroleum  markets  be: 
waking  up  in  November  as  an  ea: 
cold  snap  set  the  stage  for  stronger 
ural  gas  and  heating  oil  demand.  That' 
turn  ignited  inves- 
tor    interest  in 
"crack  spreads,"  the 
trading  of  crude  oil 
against  its  two  m.a- 
jor  refined  products: 
gasoline  and  heating 
oil.  Yet  rallies  have 
tended      to  be 
squelched  by  the 
looming  presence  of 
Iraq.  Lifting  of  the 
international  ban  on 
Iraqi    sales  could 
quickly   knock  as 
much  as  $3  from 
the  price  of  crude, 
analysts  project. 
And  with  many  effi- 
cient new  petroleum 
fields  set  to  begin 
producing  in  coming  | 
years,  prices  will  be  broadly  stable,  pr| 
diets  Michael  S.  Schiff  of  Coast  Eneri 
Investments. 
FITS  AND  STARTS.  Of  coui'se,  even  wh( 
supply  and  demand  appear  in  balam 
day-to-day  volatility  can  crop  up.  Tal8 
industrial  metals.  Uncertainty  and  if 
stability  in  copper,  culminating  in  a  Lo:  *• 
don  Metals  Exchange  investigation,  tei 
porarily  sidelined  speculators  in  late  '91 
Stability  likely  will  return  in  the  fin 
quaiter,  says  IBette  Raptopoulos  of  Pn,! 
dential  Securities  Inc.  Copper  price : 
could  well  continue  bouncing  ai'ound  in  i 
nan'ow  range,  unless  a  surprise — sue 
as  a  bigger-than-expected  surge  in  Asia 
demand — should  spark  a  rally.  Nicki 
and  aluminum  markets  also  will  b 
reacting  to  the  pace  of  economic  growt: 
in  Asia,  analysts  say.  1: 

For  commodities  generally,  expect  | 
modest  rise  in  prices.  In  coming  yearsr 
says  Memll  Lynch  &  Co.  futures  stralij 
egist  William  O'Neill,  prices  will  likeljl 
advance  fitfully,  setting  somewhat  hig?> 
er  highs  and  slightly  higher  lows.  Bu 
with  inflation  under  control,  don't  ex 
pect  a  boom.  And  the  markets  tha 
matter  most — energy  for  the  econom; 
and  gold  for  investor  psychology  (pag 
120) — have  moved  the  least.  Bottorfi 
line:  no  reason  to  chase  commoditie 
unless  you're  willing  to  i-isk  a  frustrat 
ing  challenge. 

By  Greg  Bums  in  Chicag 
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What  Does  Paul  Harvey 
Have  to  de  With... 

...the  Price 
of  Raisins? 


Plenty,  according  to  USA  Today. 

As  the  result  of  a  sIoit  on  Paul  Harvey  News  &  Comment 
about  the  potential  health  benefits  of  eating  golden  raisins,  sales 
of  raisins  rose  in  some  markets  by  as  much  as  20%. 

With  influence  like  that,  it's  not  suqirising  Paul  llaTOy 
is  the  most  sought-after  spokesperson  on  radio.  His  daily  prograins, 
Paul  Harvey  News  &  Comment  and  The  Rest  of  the  Story,  are 
heard  by  over  21  million  loyal  hsieners  across  the  USA  eveiy  week. 

He  is  the  single  most  listened-to  newsman  on  the  planet. 
And  if  anyone  tries  to  tell  you  otherwise,  that's  just  soiu'  grapes. 

For  Advertising  Sales  Information,  Call  2l2-4S(vl437. 

It's  (inidzing  what  one  man  and 
a  Hiicro/ihone  can  accomplish. 


PAUL  HARVEY 
l\IEWSaCOMIVIENT 


/ 


adar  51,  Vol  2  Sp.  '95,  Person  12+,  audience  to  commercials  within  programs. 


THE  REST 
OF  THE  STORY 

® ABC  RANO  WIWOMfS 


Database  Marketing 
Discovery  For 
Sales  Executives! 

Imagine  finding  a  hidden  universe  with 
40,000  emerging  firms,  mainly  private  but 
also  subsidiaries  of  public  companies.  Last 
year  one  in  six  of  these  companies  ex- 
panded employment  by  over  40%.  These 
firms  are  creating  new  jobs  and  they  have 
demonstrated  a  need  for  almost  every  kind 
of  business  product  or  service  -  everything 
from  office  equipment  to  disability  insur- 
ance to  real  estate. 

A  little  known  sales  tool  that  tracks 
these  companies  is  making  money  for 
sales/marketing  executives  who  use  it. 
Taken  from  the  CorpTech  Directory  of 
Technology  Companies,  this  information 
on  disk  or  in  print  can  be  easily  added  to  a 
contact  manager  or  other  larger  database  for 
unlimited  annual  use.  It's  the  only  re- 
source available  that  uncovers  America's 
emerging  sector  of  technology  manufactur- 
ers. CorpTech  gives  you  their  names,  geo- 
graphic location,  growth  rates  for  each 
company,  plus  names,  titles,  and  responsi- 
biUties  of  their  133.000  key  executives. 

"Great  investment  ...  made  money  by 
quickly  and  easily  identifying  customers 
for  specific  products,"  Mike  Mueller,  Man- 
ager, Mitsubishi. 

Free  fact  kit  shows  20  money-making 
ways  this  sales  tool  can  revitalize  vour  sell- 
ing efforts.  Call  1-800-333-8036  or  mail 
name  and  address  to  CorpTech,  Dept  BSW, 
12  Alfred  Street,  Wobum,  MA  01801. 


"YOUR  FREE 
CATAIOG  KNOCKED 
MY  SOCKS  OFF" 

We  get  that  sort  of  comment  all  the 
time.  People  are  impressed  that  our 
free  Consumer  Information  Catalog 
lists  so  many  free  and  low-cost 
government  booklets.  There  are 
more  than  200  in  all,  containing  a 
wealth  of  valuable  information. 

Our  free  Catalog  will  very  likely 
impress  you,  too.  But  first  you  have 
to  get  It.  Just  send  your  name  and 
address  to: 

Consumer  Information  Center 
Department  KO 
Pueblo, 
Colorado 
81009 

A  public  service  of  this  publication  and 
the  Consumer  Information  Center  of  the 
U.  S.  General  Sen/ices  Administration 


COMMODITIES 


I  GOLD 


Low  Risk,  But  Not  Many  Thrills 


395 


385 


375, 


Someday,  gold  will  shine  again — 
but  probably  not  during  1996. 
Locked  in  a  narrow  price  range 
for  two  years,  the  gold  market  re- 
mains lusterless.  It  wheezed 
through  1995,  shrugging  off  oppor- 
tunities to  rally  past  $400  an  ounce, 
which  is  believed  to  be  a  key  psy- 
chological barrier.  In  1996,  some  an- 
alysts say,  nothing  short  of  a  global 
financial  meltdown 
could  goose  the  yel- 
low metal  over  that 
hurdle.  Yet  with  in- 
flation fears  tamed, 
world  economies  on 
track, and  peace 
afoot  in  the  Middle 
East  and  the  Bal- 
kans, a  global  crisis 
seems  increasingly 
less  likely. 

Still,  gold  bugs  have  some  cause  to 
be  bullish.  There  is  little  downside 
risk  in  the  metal  below  $375  an 
ounce:  Dealers  as  well  as  investors 
have  proved  to  be  ready  buyers 
when  prices  fall  to  that  level.  And  if 
gold  should  move  convincingly  past 
$400,  a  sudden  surge  of  investor 
interest  could  provide  some  surpris- 
ing momentum.  "The  seeds  of  in- 
creased volatihty  are  there,"  says 
commodity  analyst  Andy  Smith  at 
Union  Bank  of  Switzerland.  "When 
something  moves  sideways  for  two 
years,  it  will  probably  move  [up  or 
down]  sharply." 

KILLING  RALLIES.  But  even  beyond 
these  technical  factors,  the  funda- 
mentals of  supply  and  demand  are 
providing  a  subtle  upward  bias. 
Smith  and  other  bulls  believe  that 
producer  forward-selling  is  finally 
losing  its  grip  on  the  market. 
Throughout  1995  mining  companies 
were  selling  boiTowed  gold  to  lock  in 
prices  as  much  as  ^0  years  ahead. 
That  practice  squekhed  any  rallies: 
"The  gold  market  ha.s  been  de- 
pressed by  an  unprecedented,  unsus- 
tainable flow  of  borrow  ed  gold,"  ex- 
plains Caesar  Biyan,  manager  of  the 
$15  million  Gabeih  Gold  Fund.  Re- 
cently, however,  producers  have  had 
to  pay  much  more  to  bori'ow  the 
metal  for  forwai-d-selling.  Gold  "lease 
rates"  spiked  up  from  the  usual  1% 
to  as  much  as  6%.  As  higher  costs 
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discourage  forward-seUing,  the  gold 
bugs  reason,  a  key  drag  on  the  mar- 
ket could  be  greatly  reduced. 

At  the  same  time,  gold  supplies 
are  shrinking,  and  the  demand  for 
the  metal,  particularly  from  Asia,  is 
surging.  World  gold  demand  in  the 
first  half  of  1995  soared  21%,  accord 
ing  to  Gold  Fields  Mineral  Services 
Ltd.  The  buying  was  led  by  Japanes<|'  «" 
investors  who  were 
accumulating  the 
metal  at  historic  lows 
in  term.s  of  yen.  De- 
mand for  investment 
as  well  as  jewelry 
fabrication  boomed  in 
India,  China,  and 
elsewhere  in  Asia, 
Robust  demand  is  farf  " 
outpacing  new  mine 
supply,  which  declined  by  1.4%  in  th^l; 
first  half  of  '95.  "The  market  is  get- 
ting tighter,"  says  Gold  Fields  ana- 
lyst Philip  Klapwijk. 
A  LONG  SLIDE.  There  is,  in  short,  a 
legitimate  case  for  higher  prices.  But 
for  investors,  golden  opportunities 
have  never  been  a  simple  matter  of 
supply  and  demand.  Gold  has  made 
its  mark  on  the  investment  psyche 
as  a  storehouse  of  value,  a  heclge 
against  disaster,  and  a  concrete  phys- 
ical holding  in  a  financial  world  of  pa- 
per and  bytes.  Over  the  past  decade, 
though,  gold's  importance  has  dimin- 
ished. Investors  worldwide  have  ac- 
cess to  a  vastly  increased  an'ay  of  fi- 
nancial products  to  hedge  risks. 
Technological  advances  allow  the  rap 
id  shift  of  funds  into  different  cur- 
rencies. So  a  flight  to  quality  these 
days  often  means  a  .move  into  a  fi- 
nancial instioiment  rather  than  into 
gold.  The  metal  has  failed  to  respond 
to  disquieting  global  events  ranging 
from  the  Persian  Gulf  war  to  the 
1994  dollar  collapse. 

Perhaps  gold  will  revert  to  its  tra-^ 
ditional  role  if  many  events  occur  at  I 
once:  surging  inflation,  currency  de-  i 
valuations,  financial  illiquidity,  oil  cri« 
ses.  "It  would  take  a  confluence  of  a 
lot  of  those  factors,"  says  J.  Clarence 
Morrison  of  Prudential  Securities 
Inc.  For  all  but  doomsday  investors, 
though,  many  other  markets  beckon 
more  pei'suasively.  111*^ 
By  Greg  Bums  in  Cliicag<^\ 
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Innovation  Network 

■  /\v\v\v.ninim.i.(>ni 

vanced  Micro  Devices 

Www.amd.com 

ilA 

|i;'/\vww.aetna.com 

I  American  Institute  of 
J  .iiitects 

@capcon.net 

lerican  Power 
nversion 

p://w\vw.apcc.com 

e  American  Stock 
change 

p://www.amex.com 
leritech 

p://www.ameritech.com 
'&T 

p://www.att.com 

II  Atlantic 

p://www.bell-atl.com 
iion 

p://ww\v.usa. canon. com 
impaq 

:p: //www.  CO  m  paq .  CO  m 


Computer  Associates 

http;//www.(.ai.com 

Cray  Research 

http://www.crav.com/ 

Digital  PC 

http://www.pc.digital.com 

Federal  Emergency 
Management  Agency 

http://www.tema.gov 

FedEx 

http://www.fedex.com 
Fujitsu 

http://www.tujitsu.com 

GE  Information  Services 

http://www.ge.com/geis 

Global  Village 

http://www.globalvillage.coni 

Haworth 

http://www.haworth- 
furn.com 

Hewlett-Packard 

http://www.hp.com 

IBM 

http://wvw.ibm.com 
Intel 

http://www.intel.com/ 


Jack  Daniels  Tour 

http://www.inri.net/jack 
daniels/ 

Janus  Funds 

http://networth.galt. 
com/janus 

Kodak 

http://www.kodak.com/ 

Eli  Lilly  &  Company 

http://vAvw.lilly.com 

Lotus 

http://www.lotus.com 
Maplnfo 

http://www.mapinki.com 
MCI 

http://www.mci.com 
Microsoft 

http://w\vw.  microsoft.com/ 

Motorola,  Wireless  Data 
Group 

http://www.mot.com/wdg/ 

NYU  s  School  of 
Continuing  Education 

http://www.nyu.edu/sce/ 


Netcom  On-Line 
Communication  Services 

http://www.netcom.coni 

Network  Systems 
Corporation 

http://www.network.com 

Novell 

http://www.novell.com 
Okidata 

http://www.okidata.com 
PageNet 

http://wwwpagenet.com 
PeopleSoft 

http://www.peoplesoft.com 

Platinum  Technology 

http://www,platmum.coni 

The  Principal  Financial 
Group 

http://www.principal.c()m 
PSINet 

http://www.psi.net/ 
Raytheon 

h  1 1  p :  /  /  www  ravtheon.com 

Charles  Schwab 

http://www.schwab.coni 


SAS  Institute 

http://www.sas.com/ 

Siemens 

http://www.siemens.com 

Silicon  Graphics 

http://www.sgi. com 

Sun  Microsystems 

h  1 1  p :  /  /  www.  sun.com 

Tektronix 

http://www.tek.com/ 
Color_Printers/ 

Texas  Instruments 

http://www.ti.coni 

Toyota  Motors 

http://www.toyota.com 

Unisys 

http://www.unisys.com 

Unlimited 
Systems/KONEXX 

http://www.konexx.coni 

UPS 

http://www.ups.com 

Zenith  Data  Systems 

httii://wwwzds.com 


Sun 


THE  NETWORK  IS  THE  COMPUTER" 


Network  here  excels 
at  keeping  out  intruders. 
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A  Slow,  Steady 
Reconstruction 

Property  offers  modest  returns.  But  watch  your  flanks 

In  1995,  the  commercial  real 
estate  market  continued  its 
steady  recovery  from  the  de 
astation  of  the  "late  1980s.  Foi 
the  third  year  in  a  row,  vacan- 
cies for  most  types  of  prop- 
erty fell,  and  rents  in  some 
markets  edged  upward. 
But  despite  signs  of  new 
life  in  a  few  sectors, 
cautious  industry 
executives  say  the 
good  news  doesn't 
mark  a  return  to  the 
glory  days  of  soaring 
asset  values  and  bold 
construction  deals. 
That  means  real  estate 
investors  in  1996  face  a 
market    that  offers 
respectable,  but  not  spec 
tacular,  returns. 

While  the  end  of  the  go- 
go  days  of  the  1980s  bodes  well 
for  continued  strengthening  of  real 
estate  fimdamentals,  it  meant  ho-hum 
returns  for  investors  in  1995.  According 
to  Morningstar  Inc.,  real  estate  mutual 
funds  were  up  10.4%  for  the  year  as  of 
Dec.  8.  Meanwhile,  the  Standard  & 
Poor's  500-stock  index  was  up  35.3%. 
LAGGARDS.   Real  estate  investment 
trusts  (REITs)  have  been  market  lag- 
gards. Much  of  the  money  that  flowed 
out  of  REITS  in  1994,  when  interest  rates 
moved  up,  has  not  returned.  And  while 
most  REITS  went  public  promising  dou- 
ble-digit earnings  growth,  many  didn't 
deliver   because  of 
heavy  debt  or  compe- 
tition for  deals  that 
limited  growth. 
"There    was  some 
overhyping    of  the 
business  in  1993  and 
1994,"  says  Mike  Kir- 
by  of  Green  Street 
Advisors  Inc.  in  New- 
poit  Beach,  Calif. 

Some  aggressive 
building  activity  has 
also  given  investors 
jitters.  Apartment 
construction   is  up 


end  of  the  market,  such  as  Taubmjj 
Centers  Inc.  in  Bloomfield  Hills,  Mic 
which  are  less  affected  by  the  buildi  i 
frenzy  that  has  thinned  out  the  ranks  i 
discounters.  Wliile  a  slow  retail  eny 
ronment  may  mean  weak  gi'owth,  TaU  : 
man's  stock,  at  9"/<,  is  a  bai'gain  at  aboh 
11  times  cash  flow,  says  Green  Streej 
Kirby.  *  J 

OFFICE  PLAYS.  With  office  vacancy  rati 
dropping  in  most  parts  of  the  counti 
and  with  new  construction  rare,  vultuj 
investors  are  hot  on  office  propertit: 
Office  buildings  were  one  of  the  lai; 
areas  to  recover  and  have  the  bej 
chance  of  attracting  capital.  Chicfflit)'SclKl 
go  real  estate  magnate  Sai  ,  i  r  . 
Zell  may  launch  an  initiP™'''^ 
public  offering  for  an  qi^i^^j^^ 
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A  ROCKY  ROAD  FOR  REITs 
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70%  since  1993.  Retailers  and  shop- 
ping-center developers  were  also  ag- 
gressive, adding  about  260  million 
square  feet  in  1995,  just  4%  off  the 
peak  of  the  mid-'80s. 

Although  some  analysts  warn  of 
overbuilding,  the  construction  boomlet 
creates  buying  opportunities.  Barry 
Greenfield,  who  runs  the  $672  million 
Fidelity  Real  Estate  Investment  Port- 
folio, likes  Bay  Apartment  Communities 
Inc.  in  San  Jose,  Calif.  In  addition  to 
building  new  proper- 
ties. Bay  buys  and 
renovates  run-down 
apartment  buildings 
in  Silicon  Valley  and 
downtown  San  Fran- 
cisco. With  rents  ris- 
ing 6%:  in  some  spots, 
Greenfield  thinks  the 
stock,   now  trading 
around  23,  wall  gener- 
ate a  total  return  of 
about  16%. 

In  the  retail  sector, 
the  best  bets  are  com- 
panies at  the  higher 


flee  REIT  in  late  1996. 
But  for  individual  ij 
vestors,    there    is  ,j 
paucity  of  office-corp  it| 
pany  stocks  to  choi!! 
from.  Fund  manag(li!lllCl 
Samuel  A.  Liebe: 
who  runs  the  toj: 
performing  Evej 
gi-een  U.S.  Real  Ej 
tate  Fund,  which  is  if 
by  more  than  26%,  want 
that  many  of  those  stocl|'j 
are  pricey.  He  sees  bettcil 
plays  among  homebuildei's.  Si! 
gle-family  housing  starts,  aftti 
falling  11%  this  year,  to  just  over 
million  units,  will  very  likely  pick  up : 
1996.  Lieber  thinks  'that  U.  S.  Horr 
Corp.  is  well-positioned  because 
strength  both  in  houses  for  flrst-tin 


MMi 

Tliei 
divei 
po 

litalpc 
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buyers  and  in  re- 
tiree housing.  He 
flgures  that  the 
price-earnings  ratio 
on  U.  S.  Home,  now 
around  9.3,  could  in- 
crease by  50%'  over 
the  next  two  years. 

Many  real  estate 
pros  expected  that 
the  hottest  action 
would  come  from 
a  wave  of  mergers 
and  takeovers 
among  real  estate 
companies.  But  so 
fai",  that  forecast  has 
not  panned  out. 
While  there  have 
been  some  deals 
among  reits,  few  reit  executives  arj 
willing  to  take  a  backseat  in  any  con 
bined  company.  While  much  has  change 
in  real  estate  over  the  past  few  year 
the  egos  involved  certainly  have  not. 
By  Amy  Barrett  in  Washingto 


SHELTEW 

As  single 
family 
housing 
rebounds 
builders 
stock  is  a 
good  buy 
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The  Power  To  Target 
Your  Next  Investment. 


The  power  to 
target  35  economic 
sectors. 

Jelity  Selects  are  stock  funds 

at  each  focus  on  a  single 

dustry.  You  pick  the  industiy, 

id  our  expert  stock  pickers 

ke  it  from  there — singling 

it  the  most  promising  oppor- 

nities  both  here  and  abroad! 

The  power  to 
diversify  your 
portfolio. 

delity  Selects  could  play  a 
iiall  but  powerful  role  in 
implementing  a  diversified 
■rtfolio.  You  see,  the  stocks  in 
i  \  given  Select  Portfolio  tend 
move  in  unison.  And  that's 
iiere  the  power  comes  in. 

can  run  up  fast,  and, 
inversely  fall. 


FIDELITY  SELECT  PORTFOLIOS® 

Grouped  By  Sector  Category 

CONSUMER 

AVERAGE  ANNUAL  TOTAL  RETURNS' 
FUND             1              5        LIFE  OF 
INCEPTION      YEAR       YEARS  FUND 

Consumer  Products 

06-29-90 

15,16% 

17.95% 

13,93% 

Food  and  Agriculture 

07-29-85 

24,09 

17.72 

19,83" 

Leisure 

05-08-84 

20,74 

22.85 

16,84* 

Multimedia 

06-30-86 

31.86 

28,86 

17,80 

Retailing 

12-16-85 

4  72 

2265 

1604 

CYCLICALS 

Air  Transportation 

12-16-85 

36,61% 

1933% 

9  92% 

Automotive 

06-30-86 

927 

22,18 

12  70 

Chemicals 

07-29-85 

9,09 

20  49 

18,33- 

Construction  and  Housing 

09-29-86 

8,91 

20,13 

11,98 

Environmental  Services 

06-29-89 

18,62 

5,53 

5,37 

Industrial  Equipment 

09-29-86 

19,76 

21,56 

11  04 

Industrial  Materials 

09-29-86 

741 

19,96 

11  56 

Paper  and  Forest  Products 

06-30-86 

12,46 

23,08 

1221 

Transportation 

09-29-86 

793 

24,41 

14  34 

FINANCIAL  SERVICES 

Brokerage  &  Invest,  Mgmt, 

07-29-85 

22.33% 

26  14% 

11  34%' 

Financial  Services 

12-10-81 

28,48 

32,34 

15,09* 

Home  Finance 

12-16-85 

26,90 

40,16 

20,64 

Insurance 

12-16-85 

23.00 

20  51 

12,47 

Regional  Banks 

06-30-86 

25.06 

34  36 

15.72 

ENERGY,  UTILITIES,  AND  NATURAL  RESOURCES 

American  Gold 

12-16-85 

-7.47% 

6  11% 

8.48% 

Energy 

07-14-81 

4.72 

2,48 

7  96* 

Energy  Service 

12-16-85 

19  14 

0,87 

4.13 

Natural  Gas 

04-21-93 

7  60 

NA 

0.96 

Precious  Metals  &  Minerals 

07-14-81 

-12.33 

8  19 

8.48* 

Utilities  Growth 

12-10-81 

18.11 

12  89 

13  75* 

TECHNOLOGY 

Computers 

07-29-85 

75.27% 

38,90% 

20,03%* 

Defense  and  Aerospace 

05-08-84 

39.60 

19,83 

8,28* 

Dev  Communications 

06-29-90 

44.83 

37,56 

26,40 

Electronics 

07-29-85 

91.18 

41,10 

15,84* 

Software/Computer  Svcs, 

07-29-85 

49,66 

35.39 

21,19* 

Technology 

07-14-81 

57  36 

36  28 

16,53* 

Telecommunications 

07-29-85 

26,66 

24.13 

20  77* 

HEALTH  CARE 

Biotechnology 

12-16-85 

21.38% 

17.44% 

15,63% 

Health  Care 

07-14-81 

34  79 

23.21 

21  21* 

Medical  Delivery 

06-30-86 

16.92 

22.83 

1452 

■10-Year  Average  Annual  Total  Return 
Lite  of  fund  returns  as  of  fund  inception  date 

The  power  to 
pursue  dramatic 
returns. 

Because  Fidelity  Selects  are 
aggressive  in  their  search  for 
capital  appreciation,  their 
share  prices  can  be  ^ls  unpre- 
dictable as  the  market.  In  fact, 
you  may  have  a  gain  or  loss 
when  you  sell  your  shares, 
and  p^ist  performance  is  no 
guarantee  of  future  results.  But 
if  you've  got  your  target,  with 
Fidelity  Selects,  you  could  find 
yourself  riding  the  crest  of  a 
booming  industry 


CaU  1-800-544-3898 

Fidelity  via  the  Internet;  http://wv;/w.fid-inv,com 
To  join  Amenca  Online: 
Call  1-800-215-0606  for  10  free  hours 


The  Power  Of 
Fidelity  Selects 


Fidelity 


Inuesiments' 


d/3683,001 

'or  more  complete  information,  including  charges  and  expenses,  call  for  a  free  prospectus.  Please  read  it  carefully  before  you  invest  or  send  money 

Foreign  investments,  especially  those  in  emerging  markets,  involve  greater  risks  than  U,S,  investments,  -Average  annual  total  returns  for  the  periods  ending  9/30/95  are  historical 
nd  include  change  in  share  price,  reinvestment  of  dividends  and  capital  gains,  and  the  effect  of  the  funds'  3%  sales  charge.  Share  prices  and  returns  may  vary.  If  Fidelity  had  not 
eimbursed  certain  expenses  for  some  of  the  funds  during  the  periods  shown,  those  funds'  returns  would  have  been  lower  Fidelity'  Distributors  Corporation, 


THE  INVESTMENT 
SPECTRUM 


ART 


Landscape 
With  Ascending  Figures 

Art  auctions  are  bringing  tlie  best  prices  since  their  late-'80s  heyday 


iff  ^ 


iiil 


Hard  to  believe,  but  French 
Impressionist  paintings  were 
once  deemed  almost  worthless. 
A  neighbor  even  used  a  bunch 
of  Pierre-Auguste  Renoir's  canvases  to 
build  a  rabbit  hutch,  ruining  the  works 
in  the  process.  On  another  occasion,  in 
1894,  when  painter  Gustave  Caille- 
botte  died  and  left  some  65  Impres- 
sionist paintings  to  the  Luxembourg 
Museum  in  Paris,  curators  reluctantly 
accepted  only  half  of  them — after  a  cel- 
ebrated painter  described  the  lot  as 
"filth."  The  woi-ks  it  took  are  now  at  the 
Musee  d'Orsay.  The  rest  were  sold  off 
on  the  cheap,  mainly  to  Americans. 

As  often  happens,  taste  has  changed 
di'amatically  with  time.  Today, 
French  Impressionists'  works — 
along  wdth  those  of  Pablo  Pi- 
casso— are  leading  a  revival  in 
the  art  market.  With  strapped 
Japanese  speculators  doing 
some  of  the  key  selling,  prices 
for  major  works  sold  at  the  an- 
nual November  art  auctions  in 
New  York  and  London  were 
sometimes  eye-popping,  al- 
though generally  short  of  the 
wild  levels  hit  in'  1989  and  1990. 
Sous-Bois,  a  Vincent  van  Gogh 
forest  scene  that  Sotheby's  had 
estimated  at  a  high  of  $10  mil- 
lion, went  for  $27  million.  At 
Chiistie's  Intei-national  PLC,  Pi- 
casso's Lp  Miroir  was  gaveled 
down  at  $20  million.  "There's  a 
general  feehng  of  cautious  opti- 
mism," says  David  A.  Tyler,  a 
top  executive  at  Christie's. 
"When  people  see  major  players 
spending  millions,  that  has  a 
trickle-down  effect  on  the  mai'- 
ket  as  a  whole." 
"VERY  ATTRACTIVE."  Signs  of 
improvement  abound.  The  auc- 
tion houses  and  many  dealers 
say  they  are  having  their  best 
year  since  1990.  Plus,  a  lot  of 
dealers  are  buying  at  auction — 


COLLECTED:  Collector  Broad 
says  thai  coittemporary  U.S. 
art  "has  found  a  floor" 


something  Sotheby's  ceo  Diana  D. 
Brooks  calls  "a  sign  of  confidence  in  the 
market."  In  the  glum  years  of  1990-93, 
dealers  more  often  stayed  away,  focus- 
ing instead  on  private  sales.  Moreover, 
when  key  works  failed  to  sell  at  auction 
this  November,  the  private  market 
sometimes  picked  up  the  slack.  For  in- 
stance, when  a  Jackson  Pollock  drip 
painting.  Number  1,  19-52,  didn't  meet 
its  Chiistie's  estimate  of  $4  million  to  $6 
million.  New  York  dealer  Robert 
Mnuchin,  a  former  partner  at  Goldman, 
Sachs  &  Co.,  quickly  snapped  it  up  pri- 
vately. Mnuchin  says  he  paid  "slightly 
under  $4  million"  for  it,  a  price  he  calls 
"very,  very  attractive." 


All  told,  the  world  ait  mai-ket  may  iit^f' 
achieving  its  own  version  of  a  soft  lai  Wti)'»  -H' 
ing.  Its  hallmark  is  a  steady  price  ;  afktap!* 
preciation  for  many  categories,  with(  ^^^^^"^ 
the  overheating  and  wild  speculat:  iirti''l';'f 
buying  of  six  years  ago,  when  t 
Japanese  were  major  players.  Accordiftp  1'^' ^' 
to  the  Daily  Telegraph  Ail  100  Inde)*!* 
figure  calculated  by  London  analwiii  "'^ 
Robin  Duthy  using  auction  results  fjl'S.Bi 
the  works  of  100  top  artists,  prices  bf  i«r01^-^S 
tomed  out  in  October,  1994,  when  the  %  i  W'*' 
dex  hit  3,793.  Over  14  months,  it  l|rr.  U. 
gone  up  11%,  to  4,207,  with  most  of  t|;*li!ia'i 
rise  coming  since  June.  "Great  pieciJiiiE  earl; : 
by  great  artists  are  getting  pret^-wta 
damned  good  prices,"  says  Boston  :  ij  tiecaK 

f 
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-AIREST  OF  ALL: 

9so's  Le  Miroir, 
0  million 


■e  )r  Thomas  H. 
who  paid  $4  mil- 
for  Arshile 
, 's  painting  Scent 
ipricots  on  the 
at  a  Sotheby's 
(in.  "But  weak 
s  aren't  necessar- 
■lling." 

>t  every  sector  of 

larket  is  shining, 
the  end  of  last 
Duthy's  indexes 

eiich  Impression- 
id  Modern  Euro- 
art  (which  in- 

s  Picasso's  work) 
up  17%  and  24^  . 

K'tively.  Latin 

("lean  art  wa^  aK  > 

ly  13%.  But  the 

e  for  Old  Ma.stei  s 
off   14%.  And 

■rn  U.  S.  pamt- 

-which  had  risen 

ilue  early  in  the 

—were  down  8'( . 

'ly  because  of  ;i 

ively  poor  show 

at    auction  b\ 

ers  such  as  J  )s(  f 

rs    and  Frank 

a. 

ill,  there's  a  good 
ce  that  prices  of 
ing  and  sculpture  in  general  will 
nue  to  climb  in  1996.  For  one  thing, 
irt  market  tends  to  follow  trends  in 
iconomy  and  stock  market.  So  the 
omic  recoveiy  in  Europe  will  help, 
although  the  effect  may  not  be  im- 
;ate.  Americans  have  been  doing 
strongest  buying,  and  that  is  likely 
eep  up,  especially  if  the  booms  in 
cs  and  initial  pubhc  offerings  con- 
\  "Many  people  have  made  so  much 
ey  that  I  think  prices  could  go  a 
igher,"  says  Brooks  of  Sotheby's, 
hich  is  not  to  say  fate  won't 
3ge  the  canvas  somewhere  along 
ine.  The  art  mai-ket  does  best  when 
1  batches  of  exciting  works  become 
able,  usually  through  estate  sales, 
happened  in  spades  in  1995,  when 
estates  of  such  major  collectors  as 
producer  Joseph  H.  Hazen  and  tv 
;ucer  Mark  Goodson  came  on  the 
■cet,  but  there's  no  guarantee  of  a 
at  in  1996.  And  fallout  fi'om  Japan's 
icial  restructuiing  could  still  swamp 
market  for  Impressionist  and  mod- 
paintings  as  hard-pressed  collectors 
ad  their  holdings. 

Dme  key  collectors  see  opportuni- 
even  as  prices  rise.  If  shipping 


GREENING:  Yan  Gogh's  Sous-Bois  sold  for  $27  million 


magnate  Sammy  Ofer  was  the  buyer  of 
Picasso's  Le  Miroir,  as  is  rumored,  he 
no  doubt  thinks  he  got  a  good  price: 
He  paid  24%  less  than  the  $26.4  mil- 
lion a  Japanese  bidder  shelled  out  in 
1989.  Scott  M.  Black,  chairman  of 
Boston's  Delphi  Management  Inc.,  tliinks 
he  "stole"  a  painting  by  Henri-Edmond 
Cross  by  paying  $475,000  for  it.  One 
reason:  A  Japanese  speculator  paid  60% 
more  for  it  during  the  boom  years. 
COLOR-FIELD  TRIP.  The  best  values, 
however,  may  be  in  contemporary  U.  S. 
art.  SunAmerica  Inc.  Chairman  Eli 
Broad,  a  longtime  collector,  notes  that 
the  price  falloff  in  this  categoiy  "was 
very,  very  severe — with  some  works 
selling  at  one-thii'd  of  what  they  should" 
in  the  post- 1990  slump.  But  the  turmoil 
may  be  over.  "The  market  has  found  a 
floor  and  stabilized,"  he  says.  The  Los 
Angeles  executive  recently  bought 
works  by  Robert  Rauschenberg,  Andy 
Warhol,  and  Alexander  Calder. 

The  daring  may  want  to  jump  in  and 
buy  out-of-favor  works.  One  possibihty: 
color-field  paintings  by  such  artists  as 
Frank  Stella  and  Jules  Olitski.  Or  you 
could  try  1980s  artists,  such  as  Jeff 
Koons.  The  risk  is  that  the  work  you 


SWEET  PRICE:  Gurkifs  Scent  of  Apri- 
cots on  the  Y\e\As  fetched  $i  million 

buy  may  never  come  back  into  vogue. 

Smaller  buyers  don't  have  to  miss 
out  on  the  action.  Sotheby's  and 
Christie's  hold  auctions  year-round,  and 
the  vast  majority  of  items  go  for  less 
than  $5,000.  An  Olitski  can  be  had  for  as 
little  as  $2,000.  Prints  and  drawings, 
usually  far  cheaper  than  paintings,  ai'e  a 
good  bet,  too.  Surveying  his  current 
stock,  for  instance,  New  York  dealer 
Larry  Gagosian  recommends  a  $4,500 
combination  mezzo- 
tint and  photo- 
gravure by  Vija 
Celmins,  a  Latvian- 
born  artist  Hving  in 
New  York.  Another 
possibility  is  Latin 
American  art.  Good 
pieces  can  be  found 
for  about  $5,000. 

If  you  want  to 
try  to  uncover  the 
next  Willem  de 
Kooning  or  Roy 
Lichtenstein,  the 
Big  Apple  is  still 
the  best  place  to 
look.  Start  haunting 
the  smaller  dealers 
in  lower  SoHo — 
such  as  Tz'Art  & 
Co.  (28  Wooster 
St.),  Jack  Tilton  Galleiy  (49  Greene  St.), 
and  other  galleries  within  a  block  or 
two.  In  some,  you  may  see  wild  video 
installations  and  "foimd  ait" — amid  more 
conventional  works.  Prices  are  quite 
reasonable,  ranging  from  $1,000  to 
$8,000. 

Just  remember  the  main  caveat  of 
art  collecting:  Buy  only  works  you  real- 
ly like,  because  you  may  be  stuck  with 
them  if  the  market  tanks.  But  don't 
be  too  conservative.  What  seems 
outre  today  could  be  all  the  rage  in  a 
decade. 

By  Thane  Peterson  in  New  York 


ACTION 


BEST  BIDS 

If  you're 
daring,  buy 

passe. 
But  make 
sure  you 
won't  mind 
being  stuck 
with  it 
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199S'S  BEST 
AND  WORST 


WINNERS  &  LOSERS 


TCOOL  HAND 

Silicon  Valley's  heart-thumping 
volatility  on  Wall  Street  didn't 
faze  Marc  Kaufman,  who 
steered  Fidelity  Select 
Electronics  to  the  top 


A  METAL  FATIGUE 

Cyclical  industries  took  a 
beating  on  the  stock  exchanges 
and  steel  took  the  biggest 
beating  of  a 


The  Good,  the  Bad, 
and  the  Unspeakable 

In  1995,  many  ate  caviar,  some  ate  crow,  and  a  few  had  to  settle  for  humble  pie 


Up  and  up  and  up  it  goes;  when 
it'll  stop,  nobody  knows.  In 
this  kind  of  market,  which  was 
powered  along  by  Internet  and 
pharmaceuticals  plays,  it's  hard  to  be- 
lieve there  even  were  losers  in  '95. 
The  unhappiest  investors  were  those 
who  picked  trendy  retailers,  riverboat 
gaming,  and  oil  companies.  Below,  we 
sketch  the  extreme  ends  of  the  spec- 
trum, all  of  which  kicked  off  the  year 
at  a  share  price  of  $5  or  better. 

STOCKS 

BEST  NYSE  STOCK  Continental  Airlines 
Holding  Inc.  was  the  wild  card  in  a 
wildly  volatile  industry,  where  the 
players  are  at  the  mercy  of  their 
dumbest  or  most  desperate  competitor. 
Until  Gordon  M.  Bethune  stepped  up 
to  chief  executive,  Continental  ap- 
peared to  be  a  little  of  both.  Ob- 


sessed with  driving  down  costs,  man- 
agement ultimately  drove  away  cus- 
tomers by  reducing  first-class  and 
frequent-flier  benefits.  The  airline  de- 
clared bankruptcy  twice.  But  Bethune 
beefed  up  service  and  shed  unprofit- 
able routes.  Continental's  stock  has 
soared  from  &'■/■  to  44'/-,  an  increase  of 
nearly  686%.  The  threatening  clouds 
now  appear  to  have  broken  for  Conti- 
nental, which  may  realize  its  best 
margins  ever  in  1996,  says  Vivian 
Lee,  an  airline  analyst  at  bt  Securities 
Corp.  in  Xew  York. 

WORST  NYSE  STOCK  Edison  Brothers 
Stores  Inc.  Chances  are  you've  never 
heard  of  them,  despite  the  fact  that 
their  2,700  clothing  and  shoe  stores  are 
mall  staples.  But  if  you're  a  sharehold- 
er, you  can  only  wish  you  never  heard 
of  them. 

Three  years  ago,  Edison  Brothers 


declared  record  profits.  Last  Novea 
ber,  the  St.  Louis-based  chain  we| 
into  bankruptcy  and  announced  plans 
close  .500  stores.  The  company's  stoijl 
was  recently  trading  at  214,  a  precij 
tous  decline  of  849c  in  the  last  ye; 
"Edison's  Achilles'  heel  was  that  the 
didn't  have  as  strong  a  consumer  fra; 
chise  as  their*  competitors,  like  Gap  Ir 
or  The  Limited,"  says  Don  Spindel, 
retail  analyst  at  St.  Louis-based  A.< 
Edwards  &  Sons  Inc.  The  stores- 
known  by  several  different  names- 
specialized  in  the  trendy  young  mer 
clothes  popular  in  the  '80s.  It  was 
formula  for  disaster  in  the  grungi 
plagued  1990s. 

BEST  AMEX  STOCK  Biovail  Corp.  Interni 
tional.  Orphaned  by  analysts  when 
was  trading  around  .$7  per  share  at  tl 
start  of  the  year,  this  Canadian  pha: 
maceutical  company  was  the  Rodne 
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ii  .  AN  ELEPHANT'S  EYE 

lothing  like  a  lot  of 
lather  and  an  export 
put  corn  prices 
the  ceiling 


^ALPINE  REDOUBT 

Eurocurrency  jitters  have  made 
Swiss  francs  the  haven  of 
choice  for  smart  money 


T  INTERNET  WORKER 

Ascend  Communication's 
hardware  may  some  day 
relegate  modems  to  landfills 
in  Jersey 


<  WALKING  THE  PLANK 

Tatham  Offshore's  stock  took  a 
plunge  after  the  company  bet 
big  on  deepwater  reserves  in 
the  Gulf  of  Mexico 


;  gei  field  of  health  care.  But  share- 
1  ei's  who  got  in  early  have  had 
1  last  laugh.  The  company's  success- 
1  icensing  of  Tiazac,  a  time-released 
1  i cation  for  high  blood  pressure, 
1  propelled  the  stock  to  a  recent 
:  e  ijf  56'/-,  with  a  one-year  total  re- 
1  of  629.03%. 

hree  other  cardiovascular  ding  can- 
;  ti-s  will  be  submitted  to  the  Food 

Tiig  Administration  by  the  start  of 
;  i",  says  Eddie  Hedaya,  an  analyst 
I  iioVest  Research  in  Hartsdale,  N.Y. 
,  li  earnings  per  share  projected  to 

1)  from  820  in  1995  to  $1.68  in  1996 
I  a  stunning  $3.36  in  1997,  according 

rlt^daya,  Biovail  is  likely  to  start 
'  ling  more  than  just  Wall  Street's 
■  jeet. 

'  ST  AMEX  STOCK  Resort  Income  In- 
'nrs  Inc.  was  designed  as  a  12- 
r  self-hquidating  real  estate  invest- 
it  trust  (REIT).  Liquidate  it  did, 
how. 

'he  mortgage  REIT  invests  in  loans 
L  are  secured  by  property  acquired 
levelop  luxury  resorts.  Most  of  the 
:-k  is  owned  by  the  company's  di- 
Lors,  Chris  and  Mark  Hemmeter,  a 
lei-and-son  team  who  made  big  bets 
riverboat  gaming  in  New  Orleans 
y  to  see  their  grand  plans  run 
ound  in  the  Mississippi  mud  (BW — 
.  16,  1995).  Even  worse,  the  Secur- 
s  &  Exchange  Commission  began 


an  investigation  and  the  Hemmeters, 
who  resigned  in  August,  were  accused 
in  court  complaints  of  squandenng  com- 
pany assets.  The  stock  was  recently 
trading  at  VA,  down  from  its  52-week 
high  of  lO'A. 

BEST  NASDAQ  STOCK  Ascend  Commvnica- 
iions  Inc.  develops  and  manufactures 
a  range  of  high-speed  digital  wide- 
area-network  access  products  used 
by  29  of  the  top  31  Internet  service 
providers.  Its  stock  managed  a  total 
return  for  the  year  of  a  staggering 
721%. 

The  company's  flagship  product,  the 
Max  4000  WAN  access  switch,  won  a 
$10  million-dollar  contract  with  Pacific 
Bell  Internet  Services  to  support  its 
soon-to-be-available  dial-up  Internet  ac- 
cess service.  This  agreement  and  mar- 
keting alliances  with  other  regional 
Bells  will  fuel  the  stock's  future 
growth,  says  Michael  Cristinziano,  a 
research  analyst  at  Needham  &  Co.  in 
New  York,  who  predicts  a  revenue  in- 
crease of  263%<  in  fiscal  1995. 

WORST  NASDAQ  STOCK  Tatham  Offshore 
Inc.  is  an  independent  oil  and  gas  ex- 
ploration company  focusing  on  the 
deepwater  regions  of  the  Gulf  of  Mex- 
ico. Unfortunately,  the  water  in  the 
gulf  was  too  deep  to  retrieve  oil  eco- 
nomically. Despite  a  handful  of  aggres- 
sive buy  recommendations  from  ana- 


lysts earlier  in  the  year,  the  stock  is 
currently  hovering  around  1,  a  plunge 
of  92.35%.  But  what  do  you  expect 
from  a  company  that  has  named  its 
three  biggest  oil  discoveries  after 
racehorses — Seattle  Slew,  Sunday  Si- 
lence, and  the  most  recent,  Spend  a 
Buck?  Hold  any  bets. 

BEST  STOCK  GROUP  Peace  may  be  on  the 
march  from  Bosnia  to  Northern  Ire- 
land to  the  Middle  East,  but  defense 
electronics  stocks  are  on  the  rise, 
fueled  by  higher  earnings.  Led  by  Lo- 
ral Corp.,  the  group  is  up  89.4%. 

A  focus  on  high-tech  applications — 
one  area  the  Defense  Dept.  still  spends 
a  lot  of  money  on — has  benefited  these 
manufacturers  of  sophisticated  equip- 
ment. Still,  the  smartest  defense  com- 
panies are  diversifying — a  unit  of  eg&g 
Inc.,  for  example,  now  handles  assets 
seized  by  federal  agencies. 

WORST  STOCK  GROUP  Anticipating  an  eco- 
nomic slowdown.  Wall  Street  is  fleeing 
cyclical  companies.  And  no  cyclical 
stock  group  has  sustained  worse  treat- 
ment than  steel  companies.  Down  12% 
for  the  year,  steel  is  one  of  only  four 
stock  groups  to  suffer  a  decline  this 
year.  But  investors  can  take  heart:  The 
Street's  peevish  attitude  has  driven 
down  price-earnings  multiples,  making 
such  well-regarded  steel  companies  as 
Nucor,  Bethlehem,  and  Inland  Steel 
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WINNERS  &  LOSERS 


T  PIT  BULL  WITH  FRIENDS 

"When  you're  down,  it's  lonely," 
says  high-scoring  commodity 
fund  manager  Ken  Jakubzak. 
"When  you're  up,  everybody  is 
your  buddy" 


►  BLOOD,  GUTS,  AND  HIGH  TECH 

Defense  electronics  was  the  top 
gun  among  stock  groups, 
thanks  to  the  Pentagon's 
addiction  to  cutting-edge 
technology 


potentially  appealing  as  long-term 
investments. 

PEOPLE 

BEST  STOCK  FUND  MANAGER  Marc  Kaufman 
credits  a  series  of  events  from  the  ad- 
vent of  Windows  95  and  the  Pentium 
chip  to  dynamic  PC  sales  for  the  eye- 
popping  performance — 74.4%  as  of 
Dec.  8 — of  his  Fidelity  Select  Electron- 
ics Fund. 

Semiconductor  plays  such  as  Xilinx, 
a  maker  of  programmable  logic  chips, 
bolstered  returns.  However,  Kaufman 
isn't  worried  by  the  stock  group's  re- 
cent volatility.  Investors  don't  seem  too 
woiTied  either:  Assets  have  gi'own  six- 
fold—from $200  miUion  to  $1.2  bilhon— 
since  February. 

BEST  BOND  FUND  MANAGER  David  W. 
Schroeder  had  a  lot  of  time  to  work  on 
perfecting  his  golf  game  this  year. 
The  scratch  golfer  and  40-year-old 
manager  of  the  Benham  Target  Matur- 
ities Ti'ust  sat  back  and  watched  while 
three  of  his  funds — part  of  a  series 
of  six  portfolios  that  invest  only  in 
zero-coupon  bonds  that  are  derived 
from  Treasury  securities— were  the 
year's  best  performers  after  spending 
much  of  1994  at  the  bottom  of  the 
bond  heap. 

The  no-load  funds — staggered  by 
five-year  maturation  increments — have 


benefited  from  declining  interest  rates. 
The  2020  fimd  is  up  56.7%  as  of  Dec.  8. 
Schroeder  concedes  that  this  year's 
strong  returns  aren't  really  all  his  do- 
ing: "There's  not  much  I  can  do  in  the 
way  of  strategy.  We  pretty  much  just 
drive  them  in  theii-  lanes." 

BEST  COMMODITIES  FUND  MANAGER  Ken- 
neth M.  Jakubzak's  currency  fund  at 
Chicago-based  kmj  Capital  Manage- 
ment plunged  13%  in  '93  and  suffered 
through  tough  stretches  in  '94  as  well. 
But  in  1995.  Jakubzak  got  it  right:  The 
fund  soared  149.9%-  through  Novem- 
ber, the  year's  top  performance  by  a 
commodity  manager,  according  to  the 
Barclay  Ti'ading  Group  fund-tracking 
service. 

The  secret?  Jakubzak  reduced  the 
size  and  duration  of  his  trades  in  vola- 
tile periods.  That  paid  off  when  Jakub- 
zak accurately  predicted  the  yen  mar- 
ket's rally  last  spring  as  well  as  its 
summertime  reversal.  Now,  he's  a  hot 
commodity  himself:  kmj  manages 
$32  million,  up  from  $10  million  in  ear- 
ly 1995. 

MARKETS 

BEST  COMMODITY  As  the  corn  supply 
dwindled,  thanks  to  low  stockpiles 
and  weather-ravaged  crops — export 
demand  boomed.  The  combination 
boosted  corn  prices  to  $3.47  a  bushel  as 


of  Dec.  11  fr  om  $2.31  in  Januajti 
And  the  demand  is  showing  no  si 
of  abating.  If  the  weather  once  mc 
batters  the  Grain  Belt  in  the  comi 
growing  season,  corn  could  be  the  co 
modifies  market's  answer  to  techno 
gy  stocks. 
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BEST  OVERSEAS  MARKET  Switzerland.  As  ti 
moil  over  the  envisioned  single  curre 
cy  continues  to  shake  the  Europe 
Union's  exchange-rate  system,  hot  mc 
ey  is  pouring  into  Switzerland.  The  ' 
flux  pushed  the  Swiss  franc  to  ne; 
record  highs,  drove  short-term  intere 
rates  close  to  2%,  and  sent  the  sto 
market  on  a  rampage — up  39%  in  dolla 
and  24%'  in  local  curi'ency  terms  in  19i 

But  the  franc's  climb  is  pricing  e 
poitei's  out  of  world  markets  and  brin 
ing  economic  gi'owth  almost  to  a  stan 
still.  Low  interest  rates  should  help  tl 
country's  big  banks  and  insurers,  whi 
Switzerland's  multinational  pharmace 
tical  giants  will  benefit  from  the  glob 
bull  market  in  drug  stocks. 

The  risk  is  that  the  Swiss  will  try 
weaken  the  franc  and  the  hot  mom 
will  disappear.  But  as  long  as  the  E 
can't  get  its  currency  act  togethe 
Switzerland  could  remain  a  sa: 
haven — and  pricey  investment  spot- 
for  some  time. 

By  Kerry  Capell,  with  Gary  Weit 
and  William  Glasgall  in  New  York  at 
Greg  Bmms  in  Chicago 
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HE  INVESTMENT 
SCOREBOARD 


EARNINGS  OUTLOOK 


Can't  Tell  the  Winners 
Without  a  Scorecard 

To  spot  the  bargains,  here's  the  earnings  breakdown  on  900  companies 


t  has  been  a  great  year  for  the 
stock  market — and  a  bang-up  year 
for  corporate  earnings.  When  final- 
ly tallied,  1995  earnings  per  share 
900  companies  should  be  up  41%  on 
rage.  And  1996  looks  promising,  too, 
1  earnings  estimated  to  rise  19%. 
ither  optimistic  news:  Inflation  is 
ning  at  a  tame  2.8%,  long-term  in- 
!St  rates  are  around  6%.  While  the 
lomy  is  slow,  the  prospects  for  a  re- 
gion in  1996  have  diminished  to  al- 
;t  nil.  Still,  the  benefits  from  the 
;t  recent  wave  of  corporate  restruc- 
ngs  have  been  squeezed  out  of  most 
istries.  Companies  wiW  feel  more  in- 
5ely  the  pressure  from  better-man- 
d,  more  efficient  competitors. 
usiNESS  week's  Investment  Outlook 
reboard  will  help  you  sort  through 

opportunities  and  pitfalls.  Using 
1  from  Standard  &  Poor's  Compus- 
a  division  of  The  McGraw-Hill  Com- 
ies,  the  Scoreboard  breaks  down  the 
companies  into  24  industries,  allow- 
investors  to  compare  key  ratios  and 
wth  measures  company  by  compa- 
and  industry  by  industry,  i/b/e/s  In- 
national  Inc.,  a  Primark  company, 
plies  the  earnings  estimates  for  1995 

1996  based  on  its  sui-vey  of  2,786 
lysts. 

ICKING  ALONG.  Most  striking  about 

predictions  for  1996  is  the  consis- 
cy  of  gi'ovi1;h  the  analysts'  anticipate, 
lie  eight  industry  gi'oups  should  fin- 

1995  worse  off  than  the  previous 
)■,  in  1996  only  the  steel  industry  is 
lected  to  post  declining  eaniings. 
The  projected  big  winner:  the  tnick- 

and  shipping  industry,  with  earn- 
s  e.xpected  to  jump  106%.  Within 
I  industry.  Roadway  Services  Inc.  is 

standout,  l/b/e/s  projects  that  Road- 
\'  will  eam  $2.80  a  share  in  1996,  up 
'''  from  1995's  64e  per  share.  The 
ron-based  tiucking  company  plans  to 
I  its  air-freight  subsidiary,  spin  off 
long-haul  tracking  unit,  and  change 
name  to  Caliber  System  Inc. 
To  find  investment  opportunities, 
■;iness  week  looked  at  the  data  using 

investment  cnteria.  The  screening 
.ices  show  that  Denver-based  West- 


em  Gas  Resources  Inc.  is  a  leader  in  es- 
timated earnings  gi'owth  in  1996,  while 
snowmobile  manufacturer  Polaris  In- 
dustries' yield  of  18.3%.  is  the  highest  of 
the  900  companies  on  the  Scoreboard. 

A  note  of  caution:  What  appears 
cheap  may  well  turn  out  to  be  expen- 
sive. As  Michelle  R.  dayman,  chief  ex- 


ecutive officer  and  chief  investment  of- 
ficer of  New  Amsterdam  Partners  LP,  a 
New  York-based  money  management 
fu-m,  puts  it:  "With  value  screens,  you 
sometimes  find  cheap  stocks,  but  you 
sometimes  find  cheap  stocks  that  will 
get  even  cheaper." 

Another  measure  to  see  whether  a 


INDUSTRY  GROIP  WINNERS  AND  LOSERS 


1995'S  STRONGEST., 


1996-S  STRONGESn: 


EARNINGS  CHANGE 


EST.  EARNINGS  CHANGE 


FROM  1994 

FROM  1995 

SAVINGS  &  LOAN 

443% 

TRUCKING  &  SHIPPING 

106% 

ALUMINUM 

424 

ALUMINUM 

48 

PAPER 

414 

HEALTH-CARE  SERVICES 

45 

PAPER  CONTAINERS 

305 

COMPUTER  SOFTWARE&SVCS. 

45 

FOREST  PRODUCTS 

242 

COMPUTERS  &  PERIPHERALS 

44 

CHEMICALS 

136 

CONSTRUCTION  &  ENGINEERING 

41 

NONFERROUS  METALS 

130 

BUSINESS  MACHINES 

41 

COMPUTERS  &  PERIPHERALS 

129 

COAL,  OIL  &  GAS 

37 

BUILDING  MATERIALS 

93 

RETAILING 

35 

COAL,  OIL  &  GAS 

70 

PETROLEUM  SERVICES 

34 

...AND  WEAKEST 

1               ...AND  WEAKEST 

EARNINGS  CHANGE 
FROM  1994 

EST.  EARNINGS  CHANGE 
FROM  1995 

CONSTRUCTION  &  REAL  ESTATE 

-23% 

STEEL 

-8% 

TRUCKING  &  SHIPPING 

-23 

NONFERROUS  METALS 

+3 

TOBACCO 

-22 

ELECTRIC  UTILITIES 

+3 

EATING  PLACES 

-18 

CHEMICALS 

-h6 

RETAILING 

-17 

FOREST  PRODUCTS 

+6 

CARS  &  TRUCKS 

-11 

FOOD  PROCESSING 

+8 

PETROLEUM  SERVICES 

-9 

BANKS-WEST  &  SOUTHWEST 

+8 

TEXTILES 

-4 

TELEPHONE  COMPANIES 

+9 

GAS  UTILITIES 

+1 

CARS  &  TRUCKS 

+9 

PUBLISHING 

+2 

BANKS-SOUTH  &  SOUTHEAST 

-Hll 

Because  of  actual  or  projected  losses  in  1994  and/or  1995,  earnings  gams  or  losses  cannot  be  mean- 
ingfully calculated  on  a  percentage  basis  for  airlines,  broadcasters,  construction  and  engineering  com- 
panies, and  drug  distributors. 

DATA:  I/B/E/S  INTERNATIONAL  INC  ,  STANDARD  &  POOR'S  COMPUSTAT,  A  DIVISION  Of  THE  McGRAW-HILL  COMPANIES 


stock  is  iindei'valued  is  the  ratio  of  stock 
price  to  book  value  per  share.  The  low- 
er the  ratio,  the  more  the  stock  seems 
underpriced.  This  year's  price-to-book 
value  list  is  chock-full  of  retailers,  but 
the  top  two,  Caldor  Corp.  and  Bradlees 
Inc.,  went  into  Chapter  11  in  1995. 
Stores  not  in  bankiaiptcy  proceedings, 
such  as  home-improvement  retailer 
Hechinger,  are  under  intense  pressure 
fi'om  larger  competitors  including  Home 
Depot  and  Wal-Mart  Stores.  An  invest- 
ment in  any  of  these  embattled  compa- 
nies is  not  for  the  risk-averse. 

Companies  with  liigh  price-to-eamings 
ratios  ai"e  said  to  be  selling  at  a  premium 
relative  to  the  market.  Does  that  mean 


A  MENU 

Be  careful.  Although  the  numbers 


companies  with  low  p-e  ratios  are  bar- 
gains? Maybe.  Look  at  Stone  Container 
Coi-p.  Its  projected  1996  p-e  is  3.6  vs. 
an  average  p-e  of  13  for  the  900  compa- 
nies. Chicago-based  Stone  Container 
makes  paper  and  packaging.  Industry 
forecasts  show  linerboard  capacity  in- 
creasing by  3.8'%'  a  year  thi'ough  1998, 
which  will  put  fiuther  downward  pres- 
sure on  prices.  Newsprint  production, 
though,  should  go  up  by  only  0.3%  a 
year.  A  price  increase  there  might  stick. 
Stone  has  also  made  some  recent  acciui- 
sitions  and  pared  some  high-interest 
debt,  which  could  improve  the  bottom 
line  in  the  yeai's  to  come. 

Another  way  to  search  the  data  is 


to  look  for  companies  with  large  di 
ences  in  earnings  estimates.  Topp 
the  variance  list  is  Tele-Communicati 
Inc.  The  cable-TV  giant's  numerous  j 
chases,  spin-offs,  and  strategic  alUan 
seem  to  have  left  analysts  confused; 
variation  among  its  21  estimates 
850%.  If  earnings  come  in  surprisin 
strong,  the  stock  could  be  a  winner. 

Any  investment  you  make  must 
accompanied  by  a  hard,  in-depth  L 
at  the  numbers  and  a  cold,  clear-e; 
acknowledgement  of  the  risks.  Anyth 
less  will  turn  your  investment  in' 
mere  roll  of  the  dice. 

By  Frederick  F.  Jesper, 
in  New  Yi 


OF  IIWESTMENT  OPPORTUNITIES 

seem  enticing,  unusually  high  or  low  percentages  may  be  a  sign  of  trouble 


HIGH  HOPES  FOR  EARNINGS 


These  companies'  earnings  are  forecast 
to  move  smartly  in  1996. 

PERCENT  CHANGE  1995-96 


COMPANIES  WITH  THE  HIGHEST  YIELD 


These  companies  pay  the  highest  annual 
dividends  as  a  percent  of  stock  price. 

PERCENT 
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Prices  of  these  stocks  compared  with  199\ 
earnings  may  suggest  unrecognized  values 

RATIIlciORAT 


tHE  LOWEST  PRICE-EARNINGS  RATIOS 


WESTERN  SAS  RESOURCES 
MERISEL 
RYLAND  GROUP 
FHP  INTERNATIONAL 
CROWN  CENTRAL  PETROLEUM 
BURLINGTON  RESOURCES 
ROADWAY  SERVICES 
PENN  TRAFFIC 
FREEPORT-McMORAN 
HUNT  (J.B.)  TRANSPORT 


600%      POLARIS  INDUSTRIES 
556         NIAGARA  MOHAWK  POWER 
LONG  ISLAND  LIGHTING 
CENTERIOR  ENERGY 
NORTHEAST  UTILITIES 
PUBLIC  SERVICE  ENTERPRISE  GROUP 
PACIFIC  TELESIS  GROUP 
MIDAMERICAN  ENERGY 
BROWN  GROUP 
PACIFIC  GAS  &  ELECTRIC 


18.3%  CALDOR 
11.3       STONE  CONTAINER 
COLLINS  &  AIKMAN 
BRADLEES 

lEFFERSON  SMURFtT 
BOWATER 
WICKES  LUMBER 
CHAMPION  INTERNATIONAL 
WEIRTON  STEEL 
ZEIGLER  COAL  HOLDING 


500 
424 
400 
339 
337 
337 
300 
268 


10.4 
8.3 
7.4 
7.3 
7.3 
7.2 
7.1 
7.1 


mm 
mm 

STOCKS  THE  INSTITUTIONS  RARELY  HOLD  1 

1  STOCKS  SELLING  WAY  DELOW  BOOK  VALUE 

■  WHERE  FORECASTERS  DISAGREE  THE  M0S1 

mv, 
urn 

Unpopular — or  just  overlooked? 

Either 

Bargain-hunters,  take  note.  The  stock  price 

Uncertainty  could  spell  opportunity. 

The 

WD 

im 

way,  if  the  institutions  suddenly  take 

of  these  companies  as  a  percentage  of  book 

1996  earnings-per-share  estimates  are  all 

notice,  prices  could  rise. 

IS  very  low. 

over  the  lot  for  these  stocks 

For  example: 

JIltCN 

PERCENT  OF  SHARES  NUMBER  OF 
HELD  BY  INSTITUTIONS  HOLDING 

Estimates  for  Time  Warner  range  from  a  i 

PERCENT 

profit  of  $0.43  to  a  loss  of  3 

El. 02. 

WTOI 

mn 

m 

fm 

AMERCO 

1% 

10 

CALDOR 

20% 

CONSENSUS  FOR  1996      VARIATION  \ 

MIDAMERICAN  ENERGY 

1 

15 

BRADLEES 

22 

CENTS  PER  SHARE  IN  FORECASTS  | 

FREEPORT-McMORAN 

1 

18 

VENTURE  STORES 

27 

TELE-COMMUNICATIONS 

-2 

850%  I 

COPPER  &  GOLD 

WHX 

34 

ZENITH  ELECTRONICS 

10 

570 

MICRON  ELECTRONICS 

2 

29 

BAKER  (J.) 

38 

NATIONAL  STEEL 

66 

255 

VALHI 

3 

33 

PAYLESS  CASHWAYS 

40 

CHARMING  SHOPPES 

4 

225 

COOPER  CAMERON 

5 

7 

CHARMING  SHOPPES 

40 

HOST  MARRIOn 

4 

200 

SPIEGEL 

5 

60 

HECHINGER 

42 

COMCAST 

-11 

191 

FOOD  LION 

5 

91 

AVIALL 

53 

MORRISON  KNUDSEN 

-8 

138 

LINCOLN  ELECTRIC 

6 

13 

CROWN  CENTRAL  PETROLEUM 

54 

TIME  WARNER 

-29 

131 

COMPUCOM  SYSTEMS 

6 

32 

YELLOW 

46 

91 

AVERAGE  OF  900  COMPANIES 

57 

363 

DATA  AS  OF  NOV  30,  l/B/E/S  INTERNATIONAL  INC,  STANDARD  &  POOR'S 
COMPUSTAT,  A  DIVISION  OF  THE  McGRAW-HILL  COS. 

MAXTOR 

43 

88 
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1996 


INVESTMENT  OUTLOOK 
SCOREBOARD 


ssaiy 


Jumber  of  the  month  in 

1  company's  fiscal  year  ends. 

K  VALUE  PER  SHARE:  Sum 

mmon  stock  at  nominal  bal- 
-sheet  value,  capital  surplus, 
•etamed  earnmgs  as  shown 
mpany  accounts,  divided  by 
Der  of  shares  outstanding. 
tATiO:  Nov.  30  stock  price 
ed  by  the  estimated  1995 
ngs. 

JEND  RATE:  Indicated  annu- 
lyment  rate  based  on  the  lat- 
uarterly  dividend  plus  any 


recurring  extra  or  special  yearend 
dividends. 

YIELD:  Indicated  annual  dividend 
as  a  percent  of  Nov.  30  stock 
price. 

SHARES  OUTSTANDING:  Millions 
of  common  shares  outstanding  as 
of  company's  latest  available 
financial  report,  excluding  trea- 
sury shares. 

MARKET  VALUE:  Percentage 
change  in  total  market  value  of 
the  company's  most  widely  held 
common-stock  issue  since  Jan.  1, 
1995. 

INSTITUTIONAL  HOLDINGS:  Per 

centage  of  outstanding  common 


shares  held  by  banks,  insurance 
and  investment  companies,  col- 
leges, and  pension  funds,  and 
the  number  of  such  institutions. 
TURNOVER:  Percentage  of  out- 
standing shares  changing  hands 
in  1995. 

EARNINGS  PER  SHARE:  Primary 
earnings  per  share — net  income 
(including  proceeds  from  certain 
convertible  securities,  warrants, 
and  options  that  are  common- 
stock  equivalents,  but  excluding 
extraordinary  profit  or  loss  items) 
divided  by  the  number  of  common 
and  common-equivalent  shares. 


EARNINGS-PER-SHARE  ESTI- 
MATES: Analysts'  consensus  esti- 
mates for  1995  and  1996  com- 
piled by  l/B/E/S  International 
Inc.,  New  York,  N.Y.  l/B/E/S  is  a 
registered  trademark  of  l/B/E/S 
International  Inc.  Trend  estimate, 
based  on  pattern  of  past  five 
years,  compiled  by  Standard  & 
Poor's  Compustat. 
VARIATION:  The  percentage  by 
which  two-thirds  of  the  1996 
earnmgs  estimates  are  above 
or  below  the  average  estimate. 
The  lower  this  figure  is,  the 
more  analysts  agree  on  their 
estimates. 


EARNINGS  PER  SHARE 


1996  ESTIMATES 


BOOK 

P-E 

1995 

1995 
MARKET 

1995 

l/B/E/S 

BASED 

FROM  ANALYSTS 

RECENT 

VALUE 

RATIO 

DIVI- 

SHRS 

VALUE 

iNbiimiiumL 

TURN- 

1995 

ON 

l/B/E/S 

VARIA- 

SHARE 

PER 

1995 

DEND 

YIELD 

OUT 

CHANGE 

HOLDINGS 

OVER 

1994 

ANALYST 

5-YR, 

CON- 

TION 

MPANY 

FY 

PRICE 

SHARE 

EST 

RATE 

% 

MILS 

% 

% 

NUMBER 

% 

ACTUAL 

EST, 

TREND 

SENSUS 

% 

L-INDUSTRY  AVERAGE 

38 

16 

19 

0.76 

1.96 

126.0 

29 

57 

363 

88.0 

1.76 

2.47 

3.02 

2.93 

10.2 

AEROSPACE  &  DEFENSE 

)USTRY  AVERAGE 

58 

22 

18 

1.10 

2.06 

98.8 

43 

70 

426 

71.1 

2.73 

3.64 

3.24 

4.08 

3.9 

12 

73 

29 

33 

1.00 

1.37 

343.1 

56 

59 

1015 

77,8 

2.51 

2,24 

2.12 

2,67 

9.0 

<CORP 

11 

12 

1 

10 

0,60 

5,11 

32,6 

1 

66 

150 

59.5 

-0.41 

1,18 

1.05 

1,44 

4.2 

lERAL  DYNAMICS 

12 

60 

24 

15 

1.50 

2,52 

63,0 

37 

58 

313 

58,5 

3,51 

3.89 

3.62 

4.14 

2.7 

;kheed  martin 

12 

73 

26 

15 

1.40 

1,91 

199,2 

65 

84 

686 

49,9 

5,32 

4.98 

5.88 

5.48 

1.1 

DONNELL  DOUGLAS 

12 

89 

36 

15 

0.80 

0.90 

112.0 

81 

57 

507 

50,2 

5.05 

6.15 

6.98 

6.92 

2.0 

^HROP  GRUMMAN 

12 

62 

29 

12 

1.60 

2.60 

49.4 

47 

65 

359 

55.7 

0.72 

5.20 

1.58 

5.65 

6,4 

^R 

07 

15 

10 

31 

0.00 

0.00 

18.1 

41 

64 

98 

167.3 

0,26 

0.47* 

0.23 

0,48 

6.3 

MDSTRANO 

12 

65 

15 

17 

1.20 

1.85 

30.7 

39 

87 

248 

71.3 

2.92 

3.89 

3.26 

4.58 

4,5 

OKQL 

06 

34 

23 

12 

0,68 

2,01 

18.2 

20 

86 

183 

58.6 

3.02 

2.78* 

3.28 

3.01 

0.3 

ITED  TECHNOLOGIES 

12 

94 

32 

17 

2,20 

2,35 

122.0 

48 

77 

700 

61.6 

4, 40(b)  5.59 

4.40 

6.46 

2,5 

AUTOMOTIVE 

3USTRY  AVERAGE 

30 

18 

12 

0.83 

2.58 

149.5 

2 

59 

353 

75.4 

2.68 

2.97 

5.42 

3.31 

11.2 

1  CARS  &  TRUCKS 

OUP  AVERAGE 

37 

25 

8 

1.52 

3.63 

467.5 

2 

50 

693 

95.8 

5.20 

4.65 

12.28 

5.09 

14.2 

RYSLER 

12 

52 

28 

10 

2,00 

3.86 

382.6 

14 

58 

810 

150.7 

9.10(b)  5.21 

22.06 

7.51 

13.1 

\D  MOTOR 

12 

28 

23 

8 

1,40 

4.96 

1091.0 

8 

44 

1049 

73.2 

4, 44(b)  3.33 

5.62 

4.03 

11.7 

MERAL  MOTORS 

12 

49 

30 

7 

1,20 

2.47 

749.9 

14 

58 

1080 

71.2 

6.20 

6.76 

NA 

7.63 

12.5 

t/ISTAR  INTERNATIONAL 

10 

11 

9 

6 

0,00 

0.00 

75.2 

-26 

45 

237 

115,2 

0,99 

1.73 

NA 

1,47 

27.9 

ZCAR 

12 

44 

34 

7 

3,00 

6,86 

38,9 

-1 

43 

291 

58.9 

5,26 

6,20 

9,15 

4,82 

5.6 

1  PARTS  &  EQUIPMENT 

OUP  AVERAGE 

26 

16 

13 

0.62 

2.31 

40.5 

0 

61 

213 

66.3 

1.78 

2.40 

3.61 

2.70 

10.7 

VIN  INDUSTRIES 

12 

18 

18 

20 

0,76 

4.31 

22.3 

-24 

59 

141 

46.2 

-0,78 

0.87 

1.12 

1,50 

21.3 

RG-WARNER  AUTOMOTIVE 

12 

30 

25 

9 

0,60 

2.03 

22.0 

12 

89 

120 

57.3 

2.75 

3.15 

NA 

3.63 

1.1 

MMINS  ENGINE 

12 

39 

29 

7 

1,00 

2.55 

40.1 

-16 

81 

348 

97.7 

6.11 

5,76 

10.70 

5,03 

8.7 

NA 

12 

29 

11 

10 

0,92 

3.15 

101.4 

28 

71 

400 

52.3 

2.31 

2.84 

4.03 

3.05 

4.9 

TROIT  DIESEL 

12 

18 

13 

10 

0,00 

0.00 

24,7 

-15 

24 

63 

41.8 

1.52 

1.88 

2.75 

1,73 

8.7 

TON 

12 

55 

25 

10 

1,60 

2.94 

77.6 

10 

72 

521 

71.1 

4,40 

5.32 

5.20 

5,61 

7.0 

HUN 

08 

37 

15 

14 

0,82 

2.25 

59.6 

22 

78 

443 

83.8 

2,06 

2.60* 

3.33 

2.97 

1.3 

3ERAL-M0GUL 

12 

19 

15 

16 

0,48 

2.51 

35.0 

-5 

61 

176 

155.2 

1.46(b) 

1.23 

2.66 

1.55 

5,1 

^R  SEATING 

12 

28 

5 

16 

0,00 

0.00 

46.1 

42 

81 

104 

49.6 

1.26 

1.74 

NA 

2,50 

3,2 

OTNOTES:  *  Actual,  not  estimated  data,  NA  =  not  available,  NM  =  not  meaningful,  (a)  Shares  outstanding  as  of  fiscal  yearend,  (b)  Actual  and  estimated  EPS  figures  are  fully  diluted,  (c)  Div- 
nd  rate  excludes  a  nonrecurring  extra  or  special  yearend  dividend,  (d)  Company  pays  a  recurring  stock  dividend  Data  compiled  by  Standard  &  Poor's  Compustat,  a  division  of  Ttie  McGraw- 
I  Companies,  from  such  sources  as  statistical  services,  newrspapers,  registration  statements,  and  company  reports  that  SPC  believes  to  be  reliable  but  that  are  not  guaranteed  by  either  SPC 
BUSINESS  WEEK  as  toxorrectness  or  completeness.  This  material  is  not  an  offer  to  buy  or  sell  any  security.  Additional  data;  l/B/E/S  International  Inc.  Vickers  Stock  Research  Corp. 
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EARNINGS  PER  SHARE 


BOOK  P-E  1995 

RECENT    VAIUE  RATIO  OIVI- 

SHARE      PER  1995  DEND  YIELD 

COMPANY   FY       PRICE     SHARE  EST  RATE  % 


MASCOTECH 

12 

11 

7 

12 

0.16 

1.47 

56.1 

-17 

18 

87 

31.2 

-4.20 

0.93 

NA 

1.30 

111 

MODINE  MFG. 

03 

31 

11 

13 

0.60 

1.94 

29.6 

8 

37 

142 

60,7 

2.24 

2,39 

2.88 

2.76 

39 

SMITH  (A.O.) 

12 

24 

17 

8 

0.60 

2.53 

20.9 

-3 

55 

142 

47.1 

2.75 

2,93 

3.20 

3.44 

31 

SPX 

12 

16 

12 

20 

0.40 

2.48 

14.2 

-2 

53 

185 

90.2 

1.10 

0.81 

0.87 

1.52 

5| 

STANDARD  PRODUCTS 

06 

16 

16 

13 

0.68 

4.22 

16.7 

-33 

54 

106 

33.3 

1.99 

1.20* 

1.97 

1.08 

631 

(C)  TIRE  &  RUBBER 

GROUP  AVERAGE 

33 

15 

14 

0.65 

1.80 

118.0 

15 

66 

489 

88.4 

2.65 

2.74 

5.07 

3.18 

7.1 

COOPER  TIRE  &  RUBBER 

12 

24 

9 

17 

0.30 

1.23 

83.7 

3 

61 

348 

82.2 

1.54 

1.40 

1.78 

1.76 

lol 

GOODYEAR  TIRE  &  RUBBER 

12 

42 

21 

10 

1.00 

2.36 

152.4 

27 

71 

629 

94.6 

3.75 

4.08 

8.35 

4.59 

3I 

3  BANKS  1 

INDUSTRY  AVERAGE 

54 

29 

12 

1.66 

3.21 

136.2 

61 

52 

414 

69.3 

4.03 

4.56 

6.61 

5.16 

3J 

(A)  BANKS  -  EAST 

GROUP  AVERAGE 

54 

31 

13 

1.76 

3.29 

140.1 

62 

57 

470 

100.4 

4.26 

4.42 

8.00 

5.21 

4| 

BANK  OF  BOSTON 

12 

45 

28 

1 1 

1.48 

3.19 

1 12.2 

89 

55 

528 

140.3 

3.57(b)  4.37 

5.89 

4.80 

3  E 

BANK  OF  NEW  YORK 

12 

47 

25 

1 1 

1.44 

3.05 

197.4 

7 1 

58 

592 

83.4 

3.70(b)  4.33 

5.62 

4.87 

2,1 

BANKERS  TRUST  NEW  YORK 

12 

65 

53 

27 

4.00 

5.17 

78.6 

18 

57 

460 

151,5 

7.17 

2.39 

3.89 

5.98 

10 1 

CHASE  MANHAHAN 

12 

61 

41 

11 

1.80 

2.95 

174.5 

74 

57 

558 

153.9 

5.87 

5.40 

5.94 

5.69 

8j' 

CHEMICAL  BANKING 

12 

60 

42 

9 

2.00 

3.33 

249.2 

70 

74 

700 

103.0 

4.54 

5.34 

12.23 

7.08 

3.| 

CITICORP 

12 

71 

36 

I  \ 

1.20 

1.70 

454.0 

97 

57 

1031 

107.0 

5.40(b)  5.38 

14.12 

7.21 

4  1 

CORESTATES  FINANCIAL 

12 

39 

16 

1 1 

1.36 

3.51 

139.2 

43 

57 

451 

54.0 

1.75 

3,55 

3.78 

4.17 

4,B 

FIRST  FIDELITY  BANCORPORATION 

12 

73 

35 

13 

2.00 

2.73 

78.7 

59 

34 

337 

64.8 

5.11(b)  5.47 

5.47 

5.85 

^i. 

FLEET  FINANCIAL  GROUP 

12 

42 

27 

10 

1.72 

4.12 

141.7 

35 

7  J 

487 

1 13.5 

3.75 

4,02 

8.14 

4.44 

3.4 

INTEGRA  FINANCIAL 

1 2 

62 

33 

13 

2.00 

3.23 

32.9 

51 

46 

152 

53.8 

5.01 

4,90 

8.61 

5.24 

2,1 

MELLON  BANK 

12 

54 

26 

12 

2.20 

4.08 

141.3 

69 

63 

578 

82.4 

2.42 

4,49 

4.28 

5.08 

2,1 

MERIDIAN  BANCORP 

12 

46 

21 

14 

1.48 

3.21 

57.8 

73 

37 

156 

100.1 

2.80 

3,23 

4.03 

3.72 

7J 

MIDI  ANTIC 

IVM  UL.mi  i  1  w 

12 

60 

28 

1 5 

1 .28 

2.13 

52.4 

125 

39 

246 

254.9 

5.11(b)  4.05 

32.37 

4.33 

4.1 

MORGAN  (J.  P.) 

12 

79 

51 

13 

3.00 

3.82 

187.7 

40 

53 

919 

65.5 

6.02 

5.25 

7.90 

7.01 

7.| 

PNC  BANK 

12 

29 

20 

12 

1.40 

4.79 

228.5 

35 

51 

469 

80.0 

2.55(b)  2.39 

5.09 

2.85 

3.1 

REPUBLIC  NEW  YORK 

12 

63 

41 

11 

1.44 

2.29 

56.1 

49 

46 

214 

68.3 

5.51(b)  5.98 

6.79 

6.92 

3.1 

STATE  STREET  BOSTON 

12 

45 

19 

15 

0.68 

1.51 

82.5 

70 

73 

369 

64.5 

2.70 

2,95 

3.41 

3.31 

i.i! 

UJB  FINANCIAL 

12 

34 

21 

11 

1.16 

3.46 

57.6 

45 

39 

194 

66.5 

2.38 

2.99 

5.42 

3.28 

-H 

(B)  BANKS  -  MIDWEST 

GROUP  AVERAGE 

42 

21 

12 

1.31 

3.26 

149.7 

55 

46 

357 

44.2 

3.05 

3.41 

3.95 

3.80 

BANC  ONE 

12 

38 

20 

12 

1.36 

3.56 

391.2 

49 

49 

574 

42.9 

2.42 

3.20 

3.43 

3.55 

BOATMEN'S  BANCSHARES 

12 

39 

22 

11 

1.48 

3.82 

129.1 

77 

44 

415 

55.7 

3.40 

3.42 

4,17 

3.70 

COMERICA 

12 

37 

22 

11 

1.40 

3.75 

115.1 

51 

55 

352 

47.4 

3.28 

3.52 

3.62 

3,82 

2.| 

FIFTH  THIRD  BANCORP 

12 

73 

25 

17 

1.40 

1.91 

66.9 

58 

35 

205 

40.2 

3.80 

4,32 

5,11 

4.87 

l.S, 

FIRST  BANK  SYSTEM 

12 

52 

20 

13 

1.45 

2.81 

129.4 

50 

53 

379 

50.2 

2.20(b)  4.08 

3,68 

4.51 

l.lj 

FIRST  CHICAGO  NBO 

12 

38 

23 

10 

1.32 

3.44 

157.1 

41 

45 

409 

38.0 

3.45 

3.67 

3,89 

4.17 

3  el 

FIRST  OF  AMERICA  BANK 

12 

45 

28 

12 

1.76 

3.92 

53.3 

51 

36 

208 

28.1 

3.59 

3.74 

4.01 

4.23 

2  4 

FIRSTAR 

12 

41 

20 

13 

1.36 

3.32 

75.5 

77 

41 

192 

32.7 

3.22 

3.19 

3.85 

3.79 

2.4 

HUNTINGTON  BANCSHARES 

12 

24 

11 

14 

0.80 

3.28 

141.4 

53 

18 

141 

29.3 

1.78 

1.77 

2.45 

1.97 

4. J 

KEYCORP 

12 

37 

20 

11 

1.44 

3.91 

229.0 

41 

44 

525 

50.0 

3.45 

3.41 

4.50 

3,75 

2.4 

MERCANTILE  BANCORPORATION 

12 

46 

25 

11 

1.32 

2.89 

55.3 

87 

38 

226 

37.6 

3.74 

4.00 

4.58 

4.34 

NATIONAL  CITY 

12 

32 

18 

11 

1.32 

4.08 

147.4 

25 

58 

409 

30.9 

2.70 

2.94 

3.22 

3.15 

NORTHERN  TRUST 

12 

52 

22 

14 

1.04 

1.99 

55.5 

53 

67 

241 

73.5 

3.17 

3.70 

4.11 

4.15 

NORWEST 

12 

33 

14 

12 

0.96 

2.91 

337.9 

54 

55 

625 

41.2 

2.45 

2.75 

4.54 

3.12 

(C)  BANKS  -  SOUTH  &  SOUTHEAST 

GROUP  AVERAGE 

49 

28 

12 

1.57 

3.23 

115.4 

64 

45 

366 

43.5 

3.80 

4.24 

5.58 

4.69 

2.1 

1995 

SHRS,  TaLu"  institutional 
OUT       CHANGE  HOLDINGS 

MILS.         %  %  NUMBER 


1995 
TURN- 
OVER 

% 


l/B/E/S 
1995 
1994  ANALYST 
ACTUAL  EST 


1996  ESTIMATES 

BftSED      FROM  ANALYST^ 
ON        l/B/E/S  VARil 
5-YR        CON-  TIOM 
TREND     SFNSUS  % 


AMSOUTH  BANCORPORATION 

12 

40 

23 

13 

1.52 

3.85 

58.4 

54 

39 

155 

53.4 

2.25  2.95 

3.01 

3.25 

2.5 

BARNETT  BANKS 

12 

60 

33 

12 

1.88 

3.13 

94.6 

53 

53 

481 

57.9 

4.66(b)  5.11 

8.42 

5.62 

2.0 

CRESTAR  FINANCIAL 

12 

51 

33 

12 

1.80 

2.95 

37.7 

54 

46 

253 

52.6 

4.47  4.95 

7.12 

5.40 

1.7 

FIRST  UNION 

12 

55 

34 

10 

2.08 

3.81 

167,8 

26 

59 

570 

59.4 

5.22  5.53 

7.25 

6.15 

2.1 

NATIONSBANK 

12 

72 

43 

10 

2.32 

3.24 

275.5 

58 

59 

819 

61.7 

6.05(b)  7.08 

10.07 

7.91 

2.3 

REGIONS  FINANCIAL 

12 

42 

24 

11 

1.32 

3.14 

46.1 

39 

30 

173 

46.9 

3.40  3.70 

4.40 

4.00 

2.5 

SOUTHERN  NATIONAL 

12 

26 

15 

11 

0.92 

3.50 

102.7 

219 

19 

151 

20.5 

2.27(b)  2.33 

3.13 

2.75 

3.3 

SOUTHTRUST 

12 

25 

16 

11 

0.80 

3.15 

87.6 

52 

37 

191 

36.5 

2.15  2.36 

2.85 

2.50 

1.9 

SUNTRUST  BANKS 

12 

68 

36 

14 

1.60 

2.34 

113.5 

40 

51 

392 

21.7 

4.37  4.91 

5.49 

5.40 

1.5 

WACHOVIA 

12 

45 

21 

13 

1.44 

3,20 

170.3 

39 

55 

465 

24.9 

3.13  3.45 

4.08 

3.77 

1.3 

(D)  BANKS  -  WEST  &  SOUTHWEST 

GROUP  AVERAGE 

99 

43 

11 

2.43 

2.70 

125.6 

69 

66 

469 

79.1 

6.40  8.99 

11.11 

9.71 

4.3 

BANKAMERICA 

12 

64 

47 

10 

1.84 

2.89 

370.0 

61 

61 

908 

79.7 

5.33(b)  6.32 

6.45 

7.02 

3.8 

FIRST  INTERSTATE  BANCORP 

12 

135 

48 

12 

3.20 

2.38 

75.7 

103 

69 

545 

114.1 

8.71  11.10 

10.36 

11.46 

3.3 

U.S.  BANCORP 

12 

34 

18 

12 

1.12 

3.31 

98.3 

50 

55 

321 

97.2 

1.40  2.75 

2.20 

2.98 

3.7 

UNION  BANK 

12 

52 

33 

10 

1.40 

2.72 

36.5 

96 

85 

75 

32.5 

1.80  6.31 

2.85 

5.60 

6.6 

WELLS  FARGO 

12 

210 

71 

11 

4.60 

2.19 

47.5 

34 

52 

493 

72.1 

14.78  19.47 

33.67 

21.50 

4.0 
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Total  Net  Premium 


EXCEPT, 


APPARENTLY, 


o  u  r 


BUSINESS, 


18  to 


WORLDWIDE  LIFE 


mm, 


/111 


$8,902,000,000 


$6,224,178 


$149,000,000 


1953 


Based  on  total  net  premium  for  ITT  Hartford  Group. 


1994 


foe  insurance  business,  it's  not  easy  to  show  a  history  oj  steady  growth. 


ITT  Hartford,  we've  managed  to  do  just  that.  And  the  reason  is  simple. 


'.ver  stop  looking  ahead. 


»r  instance,  by  developing  alternative  ways  to  service  our  customers,  we 


lue  to  open  up  new  avenues  Jor  growth.  We  take  what  we  learn  in  one 


)/  /business  and  implement  it  throughout  our  entire  company.  And  we're 


wtly  innovating  better  products  and  services.  As  a  result,  we  have  one 


No  One's 
Better 
Prepareii  jor 
To  morro  id  . 


highest  renewal  rates  in  the  industry. 
it  ITT  Hartford,  we  can't  guarantee  what  will  take  place  in  the  future.  ITT  HARTFORD 


'ver,  we  can  promise  you  we've  spent  nearly  200  years  preparing  for  it. 


INVESTMENT  OUTLOOK  SCOREBOARD 


EARNINGS  PER  SHARE 


1996  ESTIMATES 


BOOK 

P-E 

1995 

1995 
MARKET 

1995 

l/B/E/S 

BASED 

FROM  ANALYST 

RECENT 

VALUE 

RATIO 

DIVI- 

SHRS 

VALUE 

insiiiuiiuriAL 

TURN- 

1995 

ON 

l/B/E/S 

VARI/ 

SHARE 

PER 

1995 

DEND 

YIELD 

OUT 

CHANGE 

HOLDINGS 

OVER 

1994  ANALYST 

5-YR- 

CON- 

Tlo^ 

COMPANY 

FY 

PRICE 

SHARE 

EST, 

RATE 

% 

MILS. 

% 

% 

Number 

% 

ACTUAL 

EST. 

TREND 

SENSUS 

% 

4  CHEMICALS 

INDUSTRY  AVERAGE 

41 

14 

14 

0.90 

2.06 

84.8 

22 

61 

342 

75.0 

1.38 

3.26 

2.61 

3,45 

7 

AIR  PRODUCTS  &  CHEMICALS 

09 

56 

19 

17 

1.04 

1.87 

121.8 

25 

74 

626 

47.3 

2.05 

3.29* 

2.70 

3,50 

1 

ALBEMARLE 

12 

18 

9 

19 

0.22 

1.20 

55.1 

32 

46 

177 

50.9 

0.80 

0.98 

1.06 

1,29 

10 

ARCADIAN 

12 

21 

13 

7 

0  05 

0.24 

14.9 

NA 

7 

13 

NA 

1.55 

3.03 

NA 

3,26 

0 

ARCO  CHEMICAL 

12 

48 

20 

9 

2,80 

5.88 

95.4 

8 

8 

139 

8.1 

2.80 

5.22 

3.92 

5,01 

12 

CABOT 

09 

47 

18 

12 

0.72(c 

1.54 

37.9 

55 

62 

250 

65.0 

1.84(b) 

4.04* 

3.86 

4,31 

1 

CBI  INDUSTRIES 

12 

34 

18 

29 

0.48 

1.43 

38.2 

31 

74 

157 

95.9 

1.20 

1,15 

1.10 

1,43 

8 

CYTEC  INDUSTRIES 

12 

64 

10 

16 

0.00 

0.00 

13.2 

55 

46 

157 

84.4 

2.51(b) 

4.10 

NA 

5.06 

8 

DEXTER 

12 

24 

15 

14 

0.88 

3.51 

24.5 

13 

77 

148 

41.2 

1.55 

1.73 

1.56 

1,93 

2 

DOW  CHEMICAL 

12 

71 

30 

8 

3.00 

4.23 

251.8 

0 

58 

1041 

78.3 

3.37 

8.45 

4.51 

8,38 

16 

DUPONT 

12 

67 

14 

12 

2.08 

3.13 

555.3 

-3 

59 

1223 

55.6 

4.00 

5.58 

3.53 

5,35 

4 

EASTMAN  CHEMICAL 

12 

66 

18 

10 

1.68 

2.56 

80.3 

25 

66 

595 

78.0 

4.05 

5.75 

NA 

5,85 

9 

ENGELHARD 

12 

23 

5 

24 

0.36 

1.54 

144.1 

60 

46 

355 

114.3 

0.82 

0.98 

0.58 

1,15 

3 

ETHYL 

12 

13 

3 

18 

0.50 

4.00 

118.4 

30 

49 

225 

39.5 

0.83 

0.71 

0.53 

0,94 

6 

FERRO 

12 

22 

12 

13 

0.54 

2.43 

27.9 

-7 

68 

150 

48.4 

1.45(b) 

1.55 

3.49 

1,98 

5 

FULLER  (H.  B.) 

11 

32 

21 

14 

0.64 

2.00 

14.0 

-6 

51 

134 

55.4 

2.20 

2.29 

2.37 

2,65 

8 

GEON 

12 

25 

9 

9 

0.50 

2.02 

25.0 

-14 

93 

141 

112.2 

2.06 

2  71 

NA 

2,79 

24 

GEORGIA  GULF 

12 

36 

1 

7 

0.32 

0.90 

37.8 

-17 

59 

181 

149.3 

2.88 

4.87 

3.05 

4,77 

11 

GOODRICH  (B.  F.) 

12 

70 

33 

19 

2.20 

3.14 

26.1 

64 

83 

295 

83.9 

2.24 

3.70 

1.45 

4,22 

6 

GRACE  (W.  R.) 

12 

61 

17 

17 

0.50 

0.82 

96.5 

61 

79 

478 

153.2 

0.88 

3.52 

1.62 

4,47 

6 

GREAT  LAKES  CHEMICAL 

12 

71 

21 

16 

0.46 

0.65 

64.7 

20 

78 

495 

49.6 

4.00 

4.51 

5.75 

5,09 

1 

HANNA(M.A.) 

12 

27 

14 

16 

0.58 

2.16 

35.5 

13 

57 

174 

45.4 

1.20 

1.54 

1.33 

1,86 

2 

HERCULES 

12 

55 

11 

20 

0.84 

1.53 

111.8 

37 

78 

455 

50.1 

2.29 

2.58 

3.93 

3,20 

5 

IMC  GLOBAL 

06 

39 

13 

18 

0.20 

0.52 

59.1 

77 

91 

256 

154.4 

-0.07 

2.15* 

2.37 

2,92 

12 

IMTPPNATinMAI  PI  AVHP^  IL  FRARPAMPP^ 
in  1  cnrfHi  lunML  rLHVui\o  «  ri\Mui\Mnii»to 

1  9 

^  1 

0  i 

1  n 
1  u 

99 

1  9A 

9  A'^ 

i  i  I 

1  n 

Do 

RAD 

9 

9^1 

9 

9 

1 

LUBRIZOL 

12 

29 

14 

13 

0.95 

3.34 

63.6 

-17 

74 

351 

85.4 

2.67 

2.25 

2.00 

2,42 

5 

LYONDELL  PETROCHEMICAL 

12 

25 

5 

5 

0.90 

3.67 

80.0 

-5 

50 

229 

74.4 

2.78 

5.28 

1.13 

4.24 

24 

MONSANTO 

12 

1 15 

31 

18 

2.75 

2.40 

1 13.3 

66 

55 

777 

59.7 

5.32 

6.24 

5.52 

7.17 

3 

MORTON  INTERNATIONAL 

06 

35 

11 

18 

o'52 

1.50 

148.3 

22 

55 

551 

73.1 

1.51 

1.96* 

1.87 

2.24 

2 

NALCO  CHEMICAL 

12 

31 

8 

15 

1.00 

3.27 

67.5 

-9 

74 

367 

41.0 

1.19(b) 

2.01 

1.70 

2.24 

4 

NL  INDUSTRIES 

12 

12 

-5 

9 

0.00 

0.00 

51.1 

-3 

15 

79 

22.6 

-0.47 

1.33 

NA 

2.16 

8 

OLIN 

12 

76 

31 

13 

2.40 

3.16 

24.3 

67 

64 

255 

124.7 

3.65 

5.54 

4.56 

5.40 

6 

PRAXAIR 

12 

29 

8 

16 

0.32 

1.10 

138.2 

42 

70 

497 

72.4 

1.45 

1.81 

2.72 

2.03 

2 

ROHM  &  HAAS 

12 

60 

24 

14 

1.54 

2.72 

67.5 

5 

73 

351 

49.3 

3.79 

4.28 

3.68 

5,00 

6 

TERRA  INDUSTRIES 

12 

14 

7 

7 

0.12 

0.88 

81-1 

32 

35 

142 

70.5 

0.77 

1.94 

2.44 

1,93 

9 

UNION  CARBIDE 

12 

40 

14 

8 

0.75 

1.89 

135.9 

27 

68 

523 

125.8 

2.27(b) 

5.20 

3.22 

4,59 

22 

UNIROYAL  CHEMICAL 

09 

8 

-13 

2 

0.00 

0.00 

24.2 

NA 

41 

44 

NA 

-25.00 

5.32* 

NA 

1,22 

12 

WELLMAN 

12 

26 

19 

10 

0.28 

1.09 

33.3 

-10 

92 

237 

99.5 

1.94 

2.67 

2.21 

2,94 

5 

WITCO 

12 

31 

19 

20 

1.12 

3.66 

55.2 

24 

77 

253 

48.6 

1.92 

1.54 

1.23 

2,20 

9 

5  CONGLOMERATES 

INDUSTRY  AVERAGE 

42 

16 

16 

0.76 

1.84 

183.9 

25 

53 

461 

50.2 

2.16 

2.85 

3.16 

3.26 

4 

ALCO  STANDARD 

09 

44 

12 

24 

0.55 

1.29 

111.2 

42 

31 

456 

63.1 

0.55 

1.81* 

1.12 

2,30 

4 

ALLIEDSIGNAL 

12 

47 

12 

15 

0.78 

1.65 

282.9 

39 

72 

698 

44.3 

2.68 

3.11 

3.43 

3,57 

0 

ANIXTER  INTERNATIONAL 

12 

18 

9 

23 

0.00 

0.00 

55.0 

-2 

58 

115 

44.0 

0.72 

0.77 

NA 

1,08 

0 

DIAL 

12 

27 

5 

15 

0.54 

2.37 

93.6 

28 

55 

384 

73-7 

1-61 

1.57 

2.04 

1,96 

3 

FOXMEYER  HEALTH 

03 

25 

17 

14 

0.00 

0.00 

16.4 

59 

51 

88 

64.3 

1,52 

1.80 

NA 

2,02 

1 

GENERAL  ELECTRIC 

12 

67 

17 

17 

1.54 

2.44 

1670.3 

29 

52 

1765 

28.0 

3.46 

3.90 

3.98 

4,34 

1 

HARCOURT  GENERAL 

10 

40 

12 

18 

0.58 

1.69 

72.8 

7 

55 

372 

42.9 

1.22 

2.28 

1.95 

2,57 

3 

in 

12 

123 

68 

13 

0.00 

0.00 

116.5 

53 

51 

713 

72.8 

5.66(b) 

9.33 

8,28 

10,31 

3 

OGDEN 

12 

21 

12 

14 

1.25 

5.88 

48.9 

14 

59 

302 

47.0 

1.55 

1.50 

1.59 

1,53 

1 

PALL 

07 

27 

6 

25 

0.42 

1.55 

114.4 

44 

58 

409 

52.0 

0.86 

1.04* 

1,07 

1,21 

2 

PREMARK  INTERNATIONAL 

12 

51 

16 

13 

1.08 

2.12 

61,2 

9 

75 

489 

95.5 

3.39 

3.99 

4,80 

4,39 

2 

ROCKV)/ELL  INTERNATIONAL 

09 

49 

17 

15 

1.15 

2.37 

217,1 

37 

37 

597 

35.9 

2.82(b) 

3.35* 

3,17 

3,77 

1 

TELEDYNE 

12 

24 

7 

13 

0.40 

1.65 

55.8 

21 

47 

260 

54.3 

-0.15 

1.93 

1,82 

2,19 

11 

TENNECO 

12 

48 

16 

12 

1.50 

3.33 

178,3 

7 

59 

573 

52.5 

3.49 

3.99 

3.25 

4,52 

3 

TEXTRON 

12 

77 

38 

14 

1.55 

2.04 

84.8 

51 

65 

521 

43.8 

4.80 

5.47 

5.96 

5,08 

1 

TRIARC 

12 

11 

2 

NM 

0.00 

0.00 

29.9 

12 

15 

54 

40.9 

-0.34  - 

-0.20 

NA 

0,49 

28 

JRW 

12 

75 

32 

11 

2.20 

2.94 

66.1 

15 

59 

480 

56.4 

5.05 

6.54 

5.40 

7.20 

3 

VALHI 

12 

6 

2 

11 

0.12 

2.00 

113.8 

-22 

3 

33 

2.3 

0.17 

0.55 

0.30 

0.91 

5 

WHITMAN 

12 

22 

6 

17 

0.38 

1.73 

105.0 

28 

72 

339 

39.4 

1.00 

1.28 

1.38 

1.45 

1 

6  CONSUMER  PRODUCTS 

INDUSTRY  AVERAGE 

36 

13 

19 

0.82 

2.05 

155.4 

12 

57 

419 

76.6 

1.87 

2.07 

2.56 

2.53 

17 

(A) APPAREL 

GROUP  AVERAGE 

27 

12 

16 

0.48 

1.96 

57.1 

-3 

67 

284 

88.6 

1.13 

1.88 

2.18 

2.30 

6. 

BROWN  GROUP 

01 

14 

13 

25 

1.00 

7.14 

17.9 

-55 

67 

198 

84.3 

1.91 

0.56 

0,66 

1.23 

13 

FRUIT  OF  THE  LOOM 

12 

19 

15 

16 

0.00 

0.00 

75.9 

-28 

72 

263 

109.8 

0.79 

1.19 

1,23 

1.81 

8 

KELLWOOD 

04 

19 

15 

10 

0.50 

3.10 

21.1 

-8 

83 

152 

55.5 

0.52(b) 

1.85 

1,43 

2.10 

6 

LIZ  CLAiBOSNE 

12 

29 

13 

19 

0.45 

1.53 

75.2 

69 

86 

357 

114.1 

1.06 

1.54 

1,08 

1.78 

5 

NIKE 

05 

58 

15 

17 

0.50 

0.86 

143.0 

54 

51 

480 

89.4 

2.72 

3.45 

3,39 

3.94 

2 

PHILLIPS-VAN  hSUSEN 

01 

10 

10 

15 

0.15 

1.45 

25.7 

-32 

55 

133 

101.0 

1.11 

0.70 

0,95 

0.83 

15 

REEBOK  INTERNATIONAL 

12 

26 

13 

10 

0.30 

1.15 

75.5 

-37 

75 

430 

125.5 

3.02 

2.73 

3.28 

3.09 

5 
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Value 

"Creating  it  is 
your  ultimate 
goal.  That's 
why  you  call 
J.R  Morgan." 


Whether  you're  privatizing  an  industry, 
selling  a  division,  or  expanding  into 
new  markets,  one  requirement  must 
always  be  met:  you've  got  to  develop 
the  strategy  that  delivers  the  highest 
value.  For  that,  you  need  a  partner 
that  can  identify  the  fundamental 
issues  that  affect  it.  Design  the  trans- 
action that  unlocks  it.  Create  the 
most  effective  capital  structures. 
Balance  the  interests  of  shareholders, 
customers,  and  other  constituents  in 
even  the  most  complex  transactions. 
Mobilize  a  truly  global  network  of 
experienced  professionals.  And  keep 
your  long-term  interests  constantly 
in  view.  In  1994  alone,  we  helped 
clients  achieve  their  goals  in  more 
than  100  transactions,  ranking  us 
among  the  top  merger  and  acquisi- 
tion advisors  in  the  world.  If  creating 
value  is  important  to  you,  call  the 
firm  with  the  talent  and  track  record 
for  doing  just  that.  J.R  Morgan. 


For  more  information  about  how  J  P  Morgan  advises  and 
executes  (or  its  clients,  call  your  Morgan  banker,  or  visit 
us  on  the  World  Wide  Web  at  http://w»/w  ipmorganxom 


J  P  Morgan 


INVESTMENT  OUTLOOK  SCOREBOARD 


EARNINGS  PER  SHARE 


COMPANY 

FY 

RECENT 
SHARE 
PRICE 

BOOK 
VALUE 
PER 
SHARE 

P-E 
RATIO 
1995 
EST 

1995 
DIVI- 
DEND 
RATE 

YIELD 

% 

SHRS. 
OUT 
MILS. 

1995 
MARKET 
VALUE 

% 

INSTITUTIONAL 
HOLDINGS 
%  NUMBER 

1995 
TURN- 
OVER 

% 

1994 
ACTUAL 

l/B/E/S 
1995 

HIiHL  1 0 1 

EST. 

1996  ESTIMATES 

BASED 
ON 
5-YR. 
TREND 

FROM  ANALYST 

l/B/E/S 
CON- 
SENSUS 

VARI 
TIOI 
% 

RUSSELL 

12 

27 

16 

20 

0.48 

1.80 

39.0 

-17 

47 

239 

35.4 

1.95 

1,35 

1  AQ 

1.93 

i: 

VF 

12 

52 

28 

13 

1.36 

2.62 

63.7 

6 

82 

473 

48.4 

4.20 

3,98 

o.U/ 

4.47 

2 

WESTPOINT  STEVENS 

12 

18 

-16 

12 

0.00 

0.00 

32.3 

20 

43 

112 

121.5 

-6.02 

1,48 

NA 

1.78 

(B)  APPLIANCES  &  HOME  FURNISHINGS 

GROUP  AVERAGE 

27 

12 

17 

0.49 

1.43 

60.9 

4 

57 

267 

105.0 

1.57 

1.74 

2.33 

2.16 

44 

ARMSTRONG  WORLD  INDUSTRIES 

12 

60 

20 

13 

1.44 

2.41 

36.9 

54 

84 

410 

94.9 

4.54(b)  4.53 

4.34 

5.16 

A 

BEST  BUY 

02 

21 

9 

13 

0.00 

0.00 

42.7 

-34 

□  .i 

1  70 

1  lo 

335.7 

1.33 

1,60 

3.08 

1,99 

c 

CIRCUIT  CITY  STORES 

02 

29 

10 

1 5 

0  12 

0  41 

97  2 

3 1 

77 

507 

139  8 

1.72 

2,00 

2.71 

2.37 

HEIUG-MEYERS 

02 

20 

11 

18 

0.28 

1.38 

48.6 

-18 

79 

249 

132.9 

1.34 

1,13 

1.60 

1.39 

£ 

INTERCO 

12 

8 

6 

15 

0.00 

0.00 

50.1 

24 

97 

71 

24,3 

0.54 

0,55 

0.22 

0,77 

KIMBALL  INTERNATIONAL 

06 

26 

18 

13 

0.92 

3.56 

21.0 

-1 

7Q 

13.0 

1.71 

1,97* 

1.74 

2.17 

2 

LA-Z-BOY  CHAIR 

04 

32 

18 

1 5 

0.76 

2  38 

18  5 

3 

24 

82 

13  2 

2.01 

2.15 

2.47 

2,39 

2 

LEGGEH  &  PLAH 

12 

24 

9 

15 

0,40 

1,55 

84,0 

39 

56 

282 

46.4 

1.39 

1,59 

2.30 

1.78 

2 

LEVITZ  FURNITURE 

03 

3 

-2 

45 

0.00 

0.00 

29.6 

-62 

21 

44 

196.0 

0.13 

0,07 

NA 

0.00 

MASCO 

12 

30 

15 

17 

0.76 

2,58 

160,3 

33 

62 

482 

57.6 

1,22 

1,74 

2.15 

2.08 

5 

MAYTAG 

12 

20 

5 

1 5 

0.56 

2.75 

107,6 

36 

57 

378 

81.5 

1,42 

1,35 

1.25 

1.52 

3 

SUNBEAM 

12 

16 

7 

18 

0.04 

0.25 

81,2 

-37 

49 

234 

104'o 

1,30 

0,88 

1.29 

1.18 

14 

TANDY 

12 

48 

25 

13 

0.72 

1.51 

64,5 

6 

63 

453 

120.5 

2,91 

3,61 

3.01 

4,29 

2 

TORO 

07 

32 

15 

11 

0.48 

1.52 

12,0 

4 

64 

134 

71.6 

1.71 

2,8r 

2.35 

3.00 

6 

WHIRLPOOL 

12 

56 

26 

16 

1.36 

2.45 

74,0 

11 

74 

513 

87.5 

2,10 

3,45 

4.14 

4.42 

7 

ZENITH  ELECTRONICS 

12 

8 

4 

NM 

0.00 

0.00 

46,9 

-32 

36 

169 

160.4 

-0,34 

-1,55 

NA 

0,10 

570 

(C) BEVERAGES 


GROUP  AVERAGE 

47 

11 

25 

0.84 

1.77 

423.4 

39 

47 

663 

34.8 

2.05 

2.15 

2.63 

2.46 

4 

ANHEUSER-BUSCH 

12 

66 

19 

17 

1.76 

2.66 

254,3 

29 

59 

768 

41,2 

3,91 

3.99 

3.78 

4,48 

1 

BROWN-FORMAN 

04 

38 

8 

16 

1.04 

2.73 

59.0 

25 

35 

257 

10,2 

2,15 

2.39 

2.49 

2.63 

2 

COCA-COLA 

12 

76 

4 

32 

0.88 

1,16 

1262.1 

45 

53 

1228 

28,0 

1,98 

2.36 

2.78 

2.80 

1 

COCA-COLA  ENTERPRISES 

12 

29 

11 

43 

0.05 

0,17 

129,8 

62 

42 

175 

25,0 

0,52 

0.57 

NA 

0.84 

4 

COORS  (ADOLPH) 

12 

20 

18 

20 

0.50 

2,47 

38,4 

21 

36 

218 

51,9 

1,52 

1.03 

1.31 

1.17 

14 

PEPSICO 

12 

55 

10 

23 

0.80 

1,44 

785,6 

52 

50 

1330 

52,4 

2,22 

2.45 

2.82 

2.81 

1 

(D)  PERSONAL  CARE 


GROUP  AVERAGE 

56 

12 

21 

1.19 

1.91 

187.3 

22 

52 

574 

48.5 

2.55 

2.72 

2.91 

3.17 

3 

ALBERTO-CULVER 

09 

32 

13 

17 

0.32 

0,99 

27.7 

18 

18 

192 

18.3 

1,57 

1.89- 

1.93 

2.13 

3 

AVON  PRODUCTS 

12 

73 

3 

18 

2.20 

3,03 

68.1 

20 

83 

487 

95.4 

3,75 

4.14 

4.34 

4.69 

2 

CLOROX 

06 

76 

18 

20 

2.12 

2,80 

52.4 

27 

52 

457 

51.7 

3,35 

3.78- 

4.31 

4.20 

0 

COLGATE-PALMOLIVE 

12 

73 

11 

20 

1.88 

2,57 

145.5 

17 

52 

819 

84.3 

3,82 

3.58 

5.11 

4.30 

1 

EC0LA6 

12 

29 

7 

19 

0,50 

1,74 

64.6 

32 

47 

254 

22.2 

1,25 

1.51 

1.55 

1.71 

1 

GILLEHE 

12 

52 

5 

28 

0,60 

1,16 

443.8 

39 

68 

1012 

43.8 

1,57 

1.85 

2.01 

2.14 

0 

HELENE  CURTIS  INDUSTRIES 

02 

29 

23 

23 

0,32 

1,11 

9.9 

-13 

37 

85 

42.8 

2,02 

1.26 

1.95 

1.90 

17 

PROCTER  &  GAMBLE 

06 

87 

16 

23 

1,50 

1,85 

686.5 

40 

48 

1267 

29.6 

3,09 

3.71* 

2.02 

4.29 

0 

(E)  TOBACCO 

GROUP  AVERAGE 

39 

16 

18 

1.72 

4.30 

260.3 

19 

58 

602 

57.0 

2.97 

2.31 

3.29 

3.09 

3 

AMERICAN  BRANDS 

12 

42 

22 

15 

2.00 

4,76 

181.5 

1 

57 

659 

55.5 

4,38 

2.81 

3.48 

3.11 

1 

DIMON 

06 

17 

6 

NM 

0.54 

3,13 

38,1 

NA 

35 

106 

NA 

NA 

-0.55* 

NA 

1.15 

7 

PHILIP  MORRIS 

12 

88 

17 

14 

4, 00(c) 

4.56 

841.3 

51 

51 

1616 

53.7 

5,45 

5.49 

5.58 

7.59 

1 

RJR  NABISCO  HOLDINGS 

12 

29 

37 

13 

1.50 

5.15 

272.7 

6 

70 

476 

94.6 

2,05 

2.30 

2.77 

2.58 

2 

UNIVERSAL 

06 

24 

11 

33 

1.00 

4.21 

35.0 

20 

59 

155 

27.0 

1,09 

0,73* 

1.01 

1.62 

4 

UST 

12 

33 

2 

15 

1.30 

4.00 

193.3 

15 

56 

587 

53.9 

1.87 

2.15 

2.59 

2.46 

2 

7  CONTAINERS  &  PACKAGING 

INDUSTRY  AVERAGE 

30 

14 

12 

0.61 

1.65 

75.6 

13 

58 

286 

85.4 

1.04 

3,04 

2.09 

3.48 

12 

(A)  GLASS,  METAL  &  PLASTIC 

GROUP  AVERAGE 

28 

14 

16 

0.20 

0.70 

80.0 

7 

61 

303 

81.9 

1.49 

1.73 

2.09 

2.26 

9 

BALL 

12 

29 

21 

13 

0.60 

2.10 

30.0 

-9 

69 

324 

104.0 

2.35 

2.20 

2,33 

2.75 

12 

CROWN  CORK  &  SEAL 

12 

42 

16 

25 

0.00 

0.00 

90.4 

12 

64 

463 

117,8 

1.47 

1.62 

1,85 

2.44 

11 

OWENS-ILLINOIS 

12 

13 

4 

9 

0.00 

0.00 

119.5 

19 

50 

122 

24,0 

0.64 

1.38 

NA 

1.58 

4 

(B)  PAPER 

GROUP  AVERAGE 

30 

14 

10 

0.77 

2.01 

73.9 

14 

57 

280 

86.7 

0.87 

3.52 

2.10 

3.93 

14 

BEMIS 

12 

25 

9 

16 

0.64 

2.45 

51.5 

9 

49 

304 

33,5 

1.40 

1.60 

1,56 

1.82 

3 

FEDERAL  PAPER  BOARD 

12 

52 

19 

11 

1.60 

3.08 

47,2 

99 

82 

351 

132,6 

1.52(b)  4.93 

3,12 

5.97 

6 

JEFFERSON  SMURFIT 

12 

11 

-5 

5 

0.00 

0.00 

111,0 

-34 

55 

82 

50,2 

0,12 

2.34 

NA 

2.49 

21 

RIVERWOOD  INTERNATIONAL 

12 

18 

8 

17 

0.15 

0.87 

65,7 

18 

18 

56 

15,1 

0,16 

1.07 

0,48 

1.75 

27 

SONOCO  PRODUCTS 

12 

25 

8 

15 

0.60 

2.40 

91,2 

20 

33 

242 

27,0 

1.32(b) 

1.65 

2,07 

1.88 

4 

STONE  CONTAINER 

12 

15 

10 

4 

0.15 

0.96 

98,7 

-2 

71 

338 

266,1 

-1.60 

4.25 

NA 

4.41 

23 

TEMPLE-INLAND 

12 

45 

35 

9 

1.20 

2.64 

56,1 

1 

76 

381 

85,5 

2.35 

5.32 

2,79 

5.99 

12 

UNION  CAMP 

12 

49 

30 

7 

1.80 

3.66 

70,2 

5 

73 

482 

84,0 

1.67 

7.01 

2,55 

7.16 

13 

8  DISCOUNT  &  FASHION  RETAILING 

INDUSTRY  AVERAGE 

22 

12 

22 

0.26 

1.00 

136.1 

-2 

60 

302 

114.9 

1.43 

1.19 

1.94 

1.61 

12 

AUTOZONE 

08 

29 

4 

31 

0.00 

0.00 

146,4 

21 

43 

244 

49,0 

0.78 

0.93* 

1,40 

1,17 

1 

BAKER  0.) 

01 

5 

15 

12 

0.05 

0,94 

13,9 

-57 

96 

118 

191,2 

1.46(b)  0.54 

1,01 

1,06 

18 

BARNES  &  NOBLE 

01 

37 

12 

33 

0.00 

0.00 

30,4 

19 

55 

194 

110.1 

0.81 

1.13 

NA 

1,52 

2 

BEST  PRODUCTS 

01 

5 

11 

11 

0.00 

0.00 

31.6 

-4 

71 

45 

130,3 

NA 

0.55 

NA 

0,97 

5 
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Mow  faxing,  e-mailing,  scheduling,  writing 
^nd  typing  from  anywhere  is  a  piece  of  cake. 


Touch  the  "link"  icon  next  to  cm  appointment  and  up  comes  full  information  about  the  contact. 


Download  core  data 
from  your  PC,  modify 
it  on  the  road,  then 
upload  it  to  your  PC 
when  you  return. 


Infrared  interface 
with  PCs,  printers 
or  another  Zaurus. 
without  wires . 


otoflrmstian  of  ttw  revise  spdcifia 


Icons,  pull-doivn  menus 
and  spell  check.  ..like  a 
desktop.  Unlike  a  desktop, 
it's  only  J3.5 oz. 


Record  handwritten 
notes  from  a  meeting, 
then  display  them  for 
reference  as  you  create 
a  meeting  report. 


With  PC  cards. 
It's  easy  to  increase 
memory,  fax  from  a 
cellular  phone,  or 
send  and  receive  pages  .* 


laurus  can  fax, plus  send  or  receive 
-mail  with  the  compact  fax /modem. 


Here  s  the  icing. 


FLASH 
MEMORY 
CARD 

2MB 


PCMCIA  Type  II 


On  top  of  all  the  things  Zaums  can  already 
do,  we've  just  added  a  very  special  feature- 
it  can  save  you  money.  Buy  a  Zaurus  now  and  we're 
offering  a  2MB  FLASH  memory  card  pre-loaded  with 
Expense  Manager  and  Paging  Access**  software.  That's 
LCD  a  $250  value  for  only  $49.^  Expense  Manager  helps 
you  keep  track  of  your  business  trip  expenses. 


Type  Il^^^i 


With  Paging  Access,  you  can  send  messages 
to  alphanumeric  pagers.  And  all  that  extra 
memory  can  he  used  to  store  more  software  or  to  hack- 
up  your  data  for  added  security.  For  more  info,  call 
1  -800-BE-SHARR  Because  a  nn 
Zaurus  can't  do  anything  for  ■^^■^1  ® 

'         ^  FROM  SHARP  MINDS 

you  until  you  actually  get  one.    co**^  sharp  products- 


Special  Offer  "  Get  More  Memory  In  A  Flash. 
$250  Of  Additional  Memory  And  Software  For  Only  $49., 


'C'1995  ^harp  Electronics  Corporation.  *With  optional  accessories 

**Pre-loaJed  Paging  Access  software  is  for  send  only  -  receive  capabilities  require  additional  purchase.  'Sales  tax  where  applicable.  See  coupon  for  details 


INVESTMENT  OUTLOOK  SCOREBOARD 


EARNINGS  PER  SHARE 


1996  ESTIMATES 


BOOK 

P-E 

1995 

1995 
MARKET 

1995 

l/B/E/S 

BASED 

FROM  analyst: 

RECENT 

VALUE 

RATIO 

DIVI- 

SHRS. 

VALUE 

INblllUIIUNAL 

TURN- 

1995 

ON 

l/B/E/S 

VARi; 

SHARE 

PER 

1995 

DEND 

YIELD 

OUT 

CHANGE 

HOLDINGS 

OVER 

1994 

ANALYST 

5-YR 

CON- 

HON 

COMPANY 

FY 

PRICE 

SHARE 

EST 

RATE 

% 

MILS 

% 

% 

NUMBER 

% 

ACTUAL 

EST 

TREND 

SENSUS 

BORDERS  GROUP 

01 

18 

16 

22 

0.00 

0.00 

28.8 

NA 

87 

150 

NA 

0.48 

0.82 

NA 

1  05 

3 

BRADLEES 

01 

2 

9 

NM 

0.00 

0.00 

11.4 

-86 

46 

47 

319.6 

0.51 

-1.36 

NA 

0  50 

N 

BURLINGTON  COAT  FACTORY 

06 

12 

9 

31 

0,00 

0.00 

40.7 

-3 

31 

103 

40.8 

1.12 

0.37- 

0.68 

0  89 

23 

CALDOR 

01 

4 

20 

2 

0.00 

0.00 

16.7 

-81 

86 

141 

410.5 

2.65 

1.95 

5.16 

2.50 

N 

CARSON  PIRIE  scon 

01 

20 

16 

10 

0.00 

0.00 

16.4 

-14 

81 

83 

62.5 

2.48 

2.00 

NA 

2  22 

CHARMING  SHOPPES 

01 

2 

5 

NM 

0.00 

0.00 

103.0 

-65 

59 

244 

172.2 

0.42 

-0.42 

NA 

0  04 

225 

CONSOLIDATED  STORES 

01 

25 

7 

18 

0.00 

0.00 

47.6 

35 

97 

215 

90.5 

1.15 

1.39 

3.06 

1  66 

DAYTON  HUDSON 

01 

73 

42 

15 

1.76 

2.42 

71.8 

3 

80 

629 

106.2 

5.77 

4.71 

5.18 

5^76 

5 

DILLARD  DEPARTMENT  STORES 

01 

29 

21 

12 

0.12 

0.42 

113.0 

8 

75 

437 

81.9 

2.23 

2.34 

2.56 

2.63 

2 

DOLLAR  GENERAL 

01 

27 

6 

21 

0.20 

0.74 

57.5 

-2 

76 

248 

124.5 

1.06 

1.29 

2.00 

1.62 

3 

FAMILY  DOLLAR  STORES 

08 

15 

7 

15 

0.40 

2.60 

56.7 

23 

51 

135 

55.6 

1.10 

1.03' 

1.44 

1.17 

3 

FEDERATED  DEPARTMENT  STORES 

01 

29 

19 

18 

0.00 

0.00 

182.6 

NA 

93 

461 

132.7 

1.41 

1.63 

1.77 

2.08 

5 

FINGERHUT 

12 

13 

11 

11 

0.16 

1.27 

45.9 

-18 

80 

184 

126.5 

0.91 

1.19 

1.21 

1 .42 

9 

GAP 

01 

45 

10 

20 

0.48 

1.06 

144.2 

47 

42 

478 

94.7 

2.20 

2.31 

2.82 

2  72 

2 

HECHINGER 

01 

5 

12 

32 

0.16 

3.56 

42.3 

-51 

45 

117 

164.7 

-0.24 

0.14 

0.14 

0.41 

34 

HOME  DEPOT 

01 

44 

10 

29 

0.20 

0.45 

476.2 

2 

58 

1037 

87.8 

1.32 

1.54 

2.10 

1.95 

3 

HOME  SHOPPING  NETWORK 

12 

10 

2 

NM 

0.00 

0.00 

90.7 

-7 

38 

158 

91  2 

0.19 

-0.28 

NA 

0.25 

24 

KMART 

01 

8 

12 

129 

0.48 

6.19 

459.4 

-40 

62 

602 

138.6 

0.55 

0.06 

0.08 

0.71 

33 

KOHL'S 

01 

54 

10 

25 

0.00 

0.00 

36.8 

36 

78 

244 

95.1 

1.87 

2.19 

3.56 

2.69 

2 

LANDS'  END 

01 

15 

5 

16 

0.00 

0.00 

33.8 

4 

24 

121 

45.2 

1.03 

0.95 

1.46 

L16 

8 

LIMITED 

01 

18 

8 

16 

0.40 

2.25 

358.1 

-2 

55 

583 

80.2 

1.25 

1.13 

1.19 

1.31 

10 

LOWE'S 

01 

32 

10 

22 

0.20 

0.54 

160.5 

-9 

57 

496 

112.8 

1.39(b)  1.41 

2.66 

1 .78 

4 

MAY  DEPARTMENT  STORES 

01 

44 

17 

14 

1.14 

2.61 

249.4 

30 

72 

826 

53.6 

2.92(b)  3.07 

3.54 

3.45 

2 

MELVILLE 

12 

31 

22 

17 

1.52 

4.88 

104.9 

0 

87 

470 

56.3 

2.75 

1.88 

1.87 

2^67 

12, 

MERCANTILE  STORES 

01 

47 

38 

16 

1.06 

2.28 

36.8 

18 

45 

315 

52.1 

2.84 

2.91 

2.53 

3.38 

3 

MEYER  (FRED) 

01 

23 

21 

20 

0.00 

0.00 

26.7 

-24 

47 

132 

99.9 

0.25 

1.17 

0.65 

1 .92 

10. 

MICHAELS  STORES 

01 

17 

15 

13 

0.00 

0.00 

21.4 

-52 

86 

185 

478.1 

1.77 

1.29 

2.15 

1.70 

5. 

NEIMAN  MARCUS  GROUP 

07 

21 

1 

21 

0.00 

0.00 

38.0 

54 

34 

56 

27.7 

-0.35 

1.01* 

NA 

1.13 

4. 

NORDSTROM 

01 

39 

17 

18 

0.50 

1.27 

82.2 

-7 

52 

415 

177.5 

2.47 

2.24 

2.59 

2.67 

7 

OFFICE  DEPOT 

12 

25 

6 

28 

0.00 

0.00 

155.2 

8 

73 

417 

94.5 

0.69 

0.88 

1.48 

1.18 

2 

OFFICEMAX 

01 

23 

11 

33 

0.00 

0.00 

82.3 

39 

69 

250 

117.1 

0.40 

0.69 

NA 

0.91 

PAYLESS  CASHWAYS 

11 

4 

10 

21 

0.00 

0.00 

39.9 

-54 

66 

79 

55.7 

1.17 

0.20 

NA 

0.40 

17. 

PENNEY  (J.C.) 

01 

47 

24 

13 

1.92 

4.07 

225.8 

3 

76 

810 

64.6 

4.29 

3.72 

5.54 

4.18 

3 

PEP  BOYS-MANNY,  MOE  &  JACK 

01 

26 

10 

19 

0.19 

0.72 

59.8 

-15 

58 

360 

126.4 

1.32 

1.36 

1.69 

1.65 

3 

PRICE/COSTCO 

08 

17 

7 

15 

0.00 

0.00 

194.9 

16 

58 

400 

106.8 

0.51 

1.05* 

0.73 

1.27 

2 

ROSS  STORES 

01 

19 

11 

13 

0.24 

1.26 

24.6 

72 

64 

1 10 

221.0 

1.49 

1.44 

1.78 

i.ei 

3. 

SEARS,  ROEBUCK 

12 

39 

10 

16 

0.92 

2.34 

389.9 

-5 

69 

969 

79.2 

3.12 

2.51 

3.39 

2.89 

2 

SERVICE  MERCHANDISE 

12 

6 

3 

10 

0.00 

0.00 

99.7 

29 

45 

126 

75.3 

0.61 

0.64 

0.67 

0.79 

5 

SHOPKO  STORES 

02 

11 

12 

9 

0.44 

3.87 

32.0 

20 

36 

91 

46.6 

1.18 

1.21 

1.06 

1.44 

5 

SPIEGEL 

12 

9 

5 

NM 

0.20 

2.22 

107.7 

-11 

5 

60 

32.8 

0.23 

-0.07 

NA 

0.45 

20^ 

SPORTS  AUTHORITY 

01 

21 

13 

20 

0.00 

0.00 

20.8 

1 

50 

95 

120.1 

0.81 

1.07 

NA 

1.38 

2 

STAPLES 

01 

26 

5 

38 

0.00 

0.00 

104.6 

72 

78 

290 

202.5 

0.43 

0.68 

1.07 

0.90 

I 

STRAWBRIDGE  &  CLOTHIER 

01 

22 

22 

54 

1.10 

5.00 

10.6 

-2 

33 

79 

60.9 

1.92 

0.41 

0.72 

1.00 

Nl 

TALBOTS 

01 

29 

11 

16 

0.28 

0.96 

34.5 

-8 

32 

158 

67.1 

1.56 

1.80 

2.34 

2.13 

2 

TJX 

01 

17 

6 

18 

0.56 

3.37 

72.4 

6 

79 

281 

125.0 

1.03 

0.92 

1.09 

1.21 

10. 

TOYS  'R'  US 

01 

23 

12 

13 

0.00 

0.00 

273.1 

-25 

61 

787 

124.0 

1.85 

1.73 

2.13 

2.00 

6. 

VALUE  CITY  DEPARTMENT  STORES 

07 

7 

7 

15 

0.00 

0.00 

31.9 

-23 

21 

72 

24.6 

1.21 

0.43* 

0.75 

0.84 

25. 

VENTURE  STORES 

01 

4 

15 

NM 

0.00 

0.00 

17.3 

-69 

59 

112 

114.5 

1.53(b)-0.27 

NA 

0.41 

29. 

VIKING  OFFICE  PRODUCTS 

06 

46 

5 

43 

0.00 

0.00 

40.8 

51 

88 

281 

150.2 

0.76 

1.08* 

1.37 

1.33 

1. 

WABAN 

01 

19 

16 

9 

0.00 

0.00 

32.9 

3 

84 

214 

140.3 

1.83(b)  2.01 

2.74 

2.26 

5. 

WAL-MART  STORES 

01 

24 

6 

19 

0.20 

0.83 

2295.8 

14 

31 

1096 

31.9 

1.17 

1.29 

1.61 

1.50 

3. 

WICKES  LUMBER 

12 

6 

5 

NM 

0.00 

0.00 

6.1 

-39 

33 

22 

72.1 

4.59 

-0.09 

NA 

1.25 

16. 

WOOLWORTH 

01 

15 

10 

29 

0.00 

0.00 

133.0 

0 

49 

357 

124.1 

0.36 

0.52 

0.28 

0.98 

10. 

ZALE 

07 

17 

11 

19 

0.00 

0.00 

35.0 

39 

89 

95 

93.9 

0.66 

0.88* 

NA 

1.05 

1. 

9  ELECTRICAL  &  ELECTRONICS  

INDUSTRY  AVERAGE  41      14     17     0.54      1.16    142.4     41      69      456    154.1      1.76     2.42    3.11     3.00  5. 


(A)  ELECTRICAL  PRODUCTS 


GROUP  AVERAGE 

41 

14 

16 

1.02 

2.18 

99.7 

15 

66 

365 

54.1 

1.38 

2.10 

2.00 

2.73 

5. 

AMETEK 

12 

18 

2 

13 

0.24 

1.36 

32.9 

-1 

54 

135 

34.0 

1.05 

1.37 

1.38 

1.58 

2. 

COOPER  INDUSTRIES 

12 

37 

15 

15 

1.32 

3.62 

107.6 

-1 

76 

476 

66.8 

2.10 

2.44 

2.19 

2.75 

2. 

EMERSON  ELECTRIC 

09 

78 

21 

19 

1.96 

2.51 

224.5 

26 

66 

1000 

34.8 

4.04 

4.15* 

4.49 

4.52 

0. 

GENERAL  SIGNAL 

12 

32 

11 

14 

0,96 

2.98 

47.3 

2 

79 

323 

80,5 

2.20 

2.29 

2.93 

2.61 

2. 

HUBBELL 

12 

61 

19 

17 

1.88 

3.08 

32.9 

21 

55 

276 

21.2 

3.20 

3.66 

3.35 

4.05 

2. 

MAGNETEK 

06 

8 

5 

9 

0,00 

0.00 

24.7 

-38 

72 

101 

48.2 

-0.69 

0.87* 

0.80 

0.96 

8. 

NATIONAL  SERVICE  INDUSTRIES 

08 

33 

15 

17 

1.12 

3.45 

48.3 

24 

61 

322 

31.6 

1.67 

1.93* 

1.90 

2.12 

0. 

RAYCHEM 

06 

52 

18 

NM 

0.32 

0.62 

44.1 

48 

86 

308 

85.5 

0.04- 

-0.49* 

NA 

3.10 

11.' 

THOMAS  &  BEHS 

12 

73 

29 

18 

2.24 

3.05 

19.7 

10 

75 

305 

56.3 

0.10 

4.07 

0.76 

4.82 

3. 

WESTINGHOUSE  ELECTRIC 

12 

17 

4 

24 

0.20 

1.19 

415.3 

60 

33 

407 

81.8 

0.07 

0,69 

0.19 

0.78 

21.. 

(B)  ELECTRONICS 

GROUP  AVERAGE 

43 

17 

17 

0.47 

1.02 

193.1 

24 

69 

547 

100.9 

2.10 

2.61 

3.06 

3.00 

4.t 

GENERAL  INSTRUMENT 

12 

26 

7 

16 

0.00 

0.00 

122.8 

-15 

87 

460 

217.3 

2,01 

1,60 

NA 

1.50 

12. 

HARRIS 

06 

58 

33 

15 

1.36 

2.36 

38.9 

35 

80 

382 

76.1 

3.07 

3.95* 

4.32 

4.49 

1.1 

HUGHES  ELECTRONICS 

12 

4'' 

21 

17 

0,92 

1.94 

399.9 

36 

18 

354 

20.7 

2.70 

2.75 

3.23 

2.93 

1  • 

LinON  INDUSTRIES 

07 

45 

16 

16 

0.00 

0.00 

46.2 

22 

77 

243 

50.3 

1.10 

2.84* 

1.74 

3.08 

1.1 

LORAL 

03 

34 

9 

17 

0.32 

0.94 

191.3 

102 

61 

572 

57.3 

1.69 

2.00 

2.30 

2.22 

3.: 
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People  who  don't  buy  a  product 
should  benefit  from  It  too. 


Jghting 


PHILIPS 


The  U.S.  Environmental  Protection  Agency  (EPA)  test,  Toxic  Leaching  Ctiaracteristic  Procedure,1990.  Consult  local  laws  and  regulations,  whicti  may  vary 


©  1995  Philips  Electronics  Morth  America  Corporation 


INVESTMENT  OUTLOOK  SCOREBOARD 


EARNINCS  PER  SHARE 


1996  ESTIMATES 


BOOK 

P-E 

1995 

1995 
MARKET 

1995 

i/B/E/S 

BASED 

FROM  ANALYSTS  P 

RECENT 

VALUE 

RATIO 

DIVI- 

SHRS 

VALUE 

INSIIIU1I0NAL 

TURN- 

1995 

ON 

I/B/E/S 

VARIA-  ! 

SHARE 

PER 

1995 

DEND 

YIELD 

OUT 

CHANGE 

HOLDINGS 

OVER 

1994  ANALYST 

5-YR. 

CON- 

TION ; 

COMPANY 

FY 

PRICE 

SHARE 

EST 

RATE 

% 

MILS 

% 

NIIMRPP 

IiUIiIOL-m 

% 

iPTIIAI 
HU 1 UHL 

EST 

TREND 

SENSUS 

%  . 

MOTOROLA 

12 

62 

18 

20 

0.40 

0.65 

591.0 

7 

64 

1524 

133.3 

2.66 

3.13 

4.10 

3.89 

4.4  f 

RAYTHEON 

12 

45 

17 

14 

0.75 

1.69 

242,4 

37 

7  1 

/  /u 

42.5 

3.03 

3.59 

2,2  ' 

SENSORMATIC  ELECTRONICS 

06 

22 

13 

22 

0.22 

1.02 

71.9 

-40 

91 

379 

213.9 

1.16 

0.97' 

1.27 

1.37 

%i 

VARIAN  ASSOCIATES 

09 

48 

15 

16 

0.28 

0.58 

33.8 

37 

74 

240 

95.7 

2.22 

3.01* 

4.47 

3.90 

(C)  INSTRUMENTS 

GROUP  AVERAGE 

44 

13 

20 

0.55 

1.29 

62.9 

54 

70 

352 

79.1 

1.90 

2.30 

7  41 
t  .t  1 

2.73 

3.S 

BECKMAN  INSTRUMENTS 

12 

35 

12 

15 

0.44 

1 .26 

28.9 

29 

58 

201 

49.3 

1.68 

2.33 

2.35 

2.57 

1.9 

HONEYWELL 

12 

48 

16 

18 

1.04 

2.18 

127.2 

51 

70 

□  vJO 

72.1 

2.15 

2.58 

2.41 

2.94 

3.4 

PERKIN-ELMER 

06 

36 

7 

23 

0.68 

1.89 

42.1 

41 

73 

301 

102.9 

1.66 

1.57* 

1 .44 

1.94 

l\ 

TEKTRONIX 

05 

54 

19 

16 

0.60 

1.11 

33.4 

71 

75 

310 

102.7 

2.53 

3.40 

3.90 

4.22 

5.7 

THERMO  ELECTRON 

12 

50 

14 

30 

0.00 

0.00 

83.1 

80 

54 

394 

58'5 

1.40 

1.64 

l'91 

1  95 

(D)  SEMICONDUCTORS  &  OTHER  COMPONENTS 

GROUP  AVERAGE 

39 

13 

17 

0.17 

0.36 

173.1 

70 

70 

506 

308.7 

1.76 

2.58 

4.28 

3.33 

7.2 

ADVANCED  MICRO  DEVICES 

12 

21 

19 

7 

0.00(c) 

0.00 

104.4 

-10 

54 

438 

342.8 

2.92(b)  2.86 

3.59 

2.53 

25.2 

AMP 

12 

40 

12 

19 

0.92 

2.29 

217.6 

15 

77 

818 

58.2 

1.76 

2.14 

2.13 

2.51 

2.4 

CIRRUS  LOGIC 

03 

29 

7 

16 

0.00 

0.00 

62. 1 

157 

Q 

OD 

ZUd 

979.8 

0.97 

1.81 

1.58 

2.76 

10.1 

INTEL 

12 

61 

13 

15 

0.15 

0.26 

823.5 

90 

58 

1592 

321.5 

2.62 

4.13 

5.71 

5.13 

LSI  LOGIC 

12 

42 

9 

24 

0.00 

0.00 

122.2 

122 

96 

414 

245.9 

0.93(b) 

1.75 

3.96 

2.45 

MICRON  TECHNOLOGY 

08 

54 

9 

14 

0.20 

0.37 

205.4 

149 

50 

588 

593.5 

1.90(b)  3.90* 

12.27 

7.22 

MOLEX 

06 

34 

11 

27 

0.06 

0.18 

100.9 

23 

22 

260 

36.4 

0.96 

1.24* 

1.26 

1.52 

1.3  ' 

NATIONAL  SEMICONDUCTOR 

05 

21 

12 

9 

0.00 

0.00 

123.4 

10 

87 

415 

287.6 

1.92(b)  2.41 

3.37 

2.83 

11.3  ^ 

SCI  SYSTEMS 

06 

34 

13 

21 

0.00 

0.00 

27.4 

87 

60 

133 

325.7 

1.08 

1.53* 

3.49 

2.09 

2.4 

SOLECTRON 

08 

43 

13 

26 

0.00 

0.00 

41.8 

55 

88 

203 

122.0 

1.18(b) 

1.52* 

2.22 

2.04 

2.5 

TEXAS  INSTRUMENTS 

12 

58 

20 

10 

0.68 

1.18 

188.8 

57 

76 

779 

299,6 

3.54 

5  70 

9.72 

6.59 

5.0  : 

VISHAY  INTERTECHNOLOGY 

12 

35 

15 

20 

0.00(d) 

0.00 

58.5 

74 

56 

230 

91.9 

1.20 

1.79 

1.90 

2.21 

3.6' 

10  FOOD 


INDUSTRY  AVERAGE 

31 

10 

18 

0.55 

1.71 

111.0 

26 

45 

281 

49.5 

1.31 

1.83 

2.20 

2.06 

5.9 

(A)  FOOD  DISTRIBUTION 

GROUP  AVERAGE 

24 

13 

20 

0.47 

1.85 

47.3 

35 

61 

203 

49.6 

1.07 

1.32 

1.39 

1.63 

5.2 

FLEMING 

12 

23 

29 

19 

1.20 

5,19 

37,7 

0 

76 

302 

54,5 

1.51 

1,23 

0,95 

1.58 

3.2 

INTERNATIONAL  MULTIFOODS 

02 

23 

16 

14 

0.80 

3,42 

18,0 

28 

58 

144 

36.7 

3.16 

1.66 

2,31 

1.85 

2.7 

JP  FOODSERVICE 

05 

15 

7 

26 

0.00 

0.00 

15,9 

71 

52 

40 

60.3 

-0.59 

0.59* 

NA 

0.94 

3.2 

RICHFOOD  HOLDINGS 

04 

28 

6 

19 

0.10 

0.35 

21,4 

75 

52 

95 

58.0 

1.19 

1.45 

1,89 

1.73 

5.9 

RYROrr-btATUN 

04 

19 

14 

21 

0.06 

0.3 1 

14.7 

18 

73 

 -- 

73 

47.5 

-  -  -  -  - 

0.64 

-  ~  "  ~  ~ 

0.93 

-  "  " 

0.66 

1 .47 

-  -  -  • 

19.0 

SMART  &  FINAL 

12 

19 

5 

22 

0.20 

1 .04 

20.2 

38 

35 

55 

14.2 

0.85 

0.88 

1 .05 

1.18 

3.4 

SUPERVALU 

02 

32 

17 

13 

0.98 

3.04 

68.0 

27 

70 

347 

48.5 

0.51 

2.44 

1.34 

2.71 

2.2 

SYSCO 

06 

31 

8 

22 

0.44 

1.43 

182.5 

19 

62 

563 

56.8 

1.18 

1.38* 

1.55 

1.58 

1.3 

(B)  FOOD  PROCESSING 

GROUP  AVERAGE 

37 

10 

19 

0.73 

1.94 

138.9 

26 

46 

350 

57.0 

1.55 

2.17 

2.78 

2.34 

6.5 

ARCHER  DANIELS  MIDLAND 

06 

17 

11 

12 

0.20(d) 

1.15 

532.5 

-14 

52 

728 

75.8 

0.89 

1.48* 

1.30 

1.41 

7.1 

CAMPBELL  SOUP 

07 

55 

10 

20 

1.24 

2.22 

249.0 

27 

24 

528 

21.1 

2.51 

2.80* 

12.24 

3.11 

1.0 

CHIQUITA  BRANDS  INTERNATIONAL 

12 

13 

10 

20 

0.20 

1.50 

50.4 

0 

70 

115 

72.5 

-1.07 

0.66 

NA 

1.22 

48.4 

CONAGRA 

05 

40 

10 

17 

0,95 

2.38 

240.6 

24 

50 

581 

42.0 

2.05 

2.34 

2.51 

2.66 

2.3 

CPC  INTERNATIONAL 

12 

59 

13 

19 

1,52 

2.21 

145.8 

28 

51 

756 

42.0 

2.25 

3.65 

3.24 

4.09 

1.5 

DEAN  FOODS 

05 

28 

15 

13 

0.72 

2.57 

40,1 

-3 

42 

214 

37.9 

2.01 

2.12 

2.15 

2.37 

3.8 

DOLE  FOOD 

12 

38 

20 

23 

0.40 

1.06 

59.8 

64 

60 

198 

47.7 

1.14 

1.52 

1.12 

2.49 

10.8 

FLOWERS  INDUSTRIES 

05 

13 

5 

17 

0.57 

4.43 

57.9 

7 

31 

137 

34.1 

0.53 

0.75* 

0.59 

0.84 

14.3 

GENERAL  MILLS 

05 

55 

1 

19 

1.88 

3.41 

158.6 

-3 

55 

700 

52.5 

1.64 

2.98 

2.29 

3.30 

3.5 

HEINZ  (H.J.) 

04 

32 

7 

18 

1,05 

3.33 

369.3 

30 

42 

656 

51.4 

1.59 

1.78 

1.75 

1.96 

1.5 

HERSHEY  FOODS 

12 

52 

13 

18 

1,44 

2.33 

77.4 

14 

33 

420 

35.7 

2.12 

5.40 

3.14 

3.80 

1.6 

HORMEL  FOODS 

10 

25 

9 

15 

0,58 

2.37 

75.7 

-1 

24 

146 

23.6 

1.54 

1.57* 

1.77 

1.70 

4.7 

HUDSON  FOODS 

09 

15 

10 

13 

0  08 

0.50 

29.9 

-3 

40 

125 

88.7 

1.08 

1.21* 

1,40 

1.42 

3.5 

IBP 

12 

53 

21 

10 

0.20 

0.32 

47.4 

106 

91 

364 

99.2 

3.79 

5.20 

11.59 

6.51 

8.3 

INTERSTATE  BAKERIES 

05 

22 

13 

32 

0.50 

2,23 

35.1 

188 

40 

90 

39.0 

1.05 

0,70 

0.50 

1.28 

3.9 

KELLOGG 

12 

75 

9 

22 

1.56 

2,04 

217.4 

29 

75 

570 

29.7 

3.15 

3,48 

3.89 

3.85 

1.6 

Mccormick 

11 

24 

5 

18 

0.52 

2,20 

81.2 

29 

42 

221 

88.7 

0.75 

1.29 

1.18 

1.48 

2.7 

NABISCO  HOLDINGS 

12 

28 

15 

23 

0.55 

1.95 

255.0 

NA 

19 

185 

41.0 

NA 

1.25 

NA 

1.54 

2.6 

PIONEER  HI-BRED  INTERNATIONAL 

08 

57 

12 

27 

0.80 

1.39 

84.1 

65 

56 

350 

108.7 

2.40 

2.15' 

3,11 

2.58 

4.1 

QUAKER  OATS 

06 

35 

9 

6 

1.14 

3.28 

134.3 

14 

39 

437 

106.1 

1.68 

5.00* 

4.33 

1.40 

14.3 

RALCORP  HOLDINGS 

09 

24 

5 

24 

0.00 

0.00 

33.4 

6 

56 

158 

46.8 

1.59 

1.00* 

NA 

1.59 

3.8 

RALSTON  PURINA 

09 

64 

4 

23 

1.20 

1,88 

100.1 

43 

57 

431 

34.4 

1.93 

2.76 

2.11 

3.54 

4,5 

SARA  LEE 

05 

32 

8 

20 

0.76 

2.37 

483.9 

29 

47 

816 

35.5 

0.44 

1.62* 

1.06 

1.83 

2.7 

SMITHFIELD  FOODS 

04 

31 

11 

32 

0.00 

0.00 

15.4 

-3 

31 

94 

151,7 

1.83 

0.96 

0.90 

2.28 

18.4 

TYSON  FOODS 

09 

24 

10 

16 

0.12 

0.51 

144.7 

12 

20 

168 

48.0 

-0.01 

1.51* 

1.57 

1.59 

3.0 

UNIVERSAL  FOODS 

09 

35 

14 

14 

1.00 

2.87 

25.1 

27 

69 

189 

49.3 

1.95 

2.54* 

2.32 

2.42 

0.8 

WLR  FOODS 

06 

17 

10 

18 

0.24 

1.45 

17.5 

-9 

19 

59 

57.2 

1.01 

0.90* 

0.87 

0.94 

4.3 

WRIGLEY  (WM.)  JR. 

12 

47 

7 

25 

1.05(c) 

2.23 

115.5 

-5 

25 

374 

24.4 

1.98 

1.91 

2.37 

2.15 

2.3 

tC)  FOOD  RETAILINCi 

GROUP  AVERAGE 

24 

9 

17 

0.28 

1.28 

95.1 

22 

37 

205 

36.2 

1.05 

1.51 

1.64 

1.80 

5.3 

ALBERTSON'S 

01 

31 

7 

17 

0.52 

1.69 

252.8 

5 

44 

537 

42.2 

1.65 

1.84 

2.15 

2.08 

1.4 

AMERICAN  STORES 

01 

25 

15 

12 

0.56 

2.13 

147.5 

1 

58 

443 

52.2 

2.42 

2.15 

2.58 

2.34 

4.3 

CIRCLE  K 

04 

24 

11 

15 

0.00 

0.00 

24.2 

NA 

19 

31 

NA 

1.18 

1.63 

NA 

1.93 

1.6 

FOOD  LION 

12 

5 

2 

17 

0,10 

1.64 

479.4 

15 

5 

91 

23.3 

0.32 

0.35 

0.13 

0.42 

4.8 
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We  Build  Bridges. 

Simply  put,  Credit  Lyonnais  is  committed  to 
connecting  where  you  are  today  with  where  you  want 
to  be  tomorrow- 

We  do  it  by  building  relationships.  By  infusing 
broad  cross-industry  experience  across  a  vast  national 
and  global  network.  And  perhaps  most  importantly, 
we  do  it  by  developing  a  deep  understanding  of 
your  business  sector  and  your  company's  needs 
We  are  dedicated  to  finding  the  right  solution,  the 
hidden  opportunity 

With  teams  of  banking  professionals  and 
industry  and  product  specialists  strategically  located 
throughout  the  Americas,  we  bring  to  the  table 
the  local  knowledge  and  technical  ability  necessary 
to  assure  that  your  objectives  are  swiftly  and 
successfully  realized 

At  Credit  Lyonnais,  we  build  bridges.  Between  people. 
Across  borders.  Into  tomorrow. 

CREDIT  LYONNAIS.  AMERICA'S  EUROPEAN  BANKER 


CREDIT  LYONNAIS 


United  states,  Canada,  Argentina,  Brazil.  Chile.  Colombia,  Mexico, 
Panama,  Peru,  Uruguay,  Venezuela 


INVESTMENT  OUTLOOK  SCOREBOARD 


COMPANY 


BOOK  P-E  1995 

RECENT    VALUE  RATIO  DIVI-  SHRS, 

SHARE      PER  1995  DEND  YIELD  OUT 

FY       PRICE     SHARE  EST.  RATE  %  MILS. 


1995 
MARKET 
VALUE 
CHANGE 

% 


INSTITUTIONAL 
HOLDIHGS 
%  NUMBER 


1995 
TURN- 
OVER 

% 


EARNINGS  PER  SHARE  

1996  ESTIMATES 

l/B/E/S  BASED      TROM  ANALYSTSI 

1995        ON  l/B/E/S  VARIAJ 

1994     ANALYST  5-YR.       CON-  TI0N| 

ACTUAL      EST.  TREND  SENSUS  % 


GIANT  FOOD 

02 

32 

13 

19 

0.74 

2.29 

59.3 

48 

39 

256 

23.3 

1.59 

1.73 

1 .54 

1.87 

3 

GREAT  ATLANTIC  &  PACIFIC  TEA 

02 

22 

21 

17 

0^20 

0.91 

38.2 

21 

38 

220 

27.5 

-4.35 

1.25 

0.28 

1.58 

%. 

HANNAFORD  BROTHERS 

12 

24 

12 

14 

0.42 

1.75 

42.2 

-4 

37 

172 

19.1 

1.50 

1.67 

1.80 

1.88 

4. 

KROGER 

12 

34 

-14 

13 

0.00 

0.00 

123.5 

55 

56 

477 

59.4 

2.19(b)  2.49 

2.98 

2.87 

2. 

MARSH  SUPERMARKETS 

03 

13 

14 

12 

0.44 

3.45 

8.4 

35 

22 

26 

18.6 

1.02 

1.07 

0.88 

1.19 

2 

PENN  TRAFFIC 

01 

13 

-2 

38 

0.00 

0.00 

10.9 

-55 

59 

57 

42.8 

1.97 

0.35 

0.81 

1.53 

34 

RISER  FOODS 

06 

15 

9 

11 

0.05 

0.33 

8.1 

122 

35 

29 

31.7 

0.18 

1.42' 

0.58 

1.60 

N 

RUDDICK 

09 

11 

7 

13 

0.24 

2.23 

46.1 

12 

59 

93 

15.1 

0.68 

0.84' 

0.81 

0.91 

1 

SAFEWAY 

12 

47 

7 

18 

0.00 

0.00 

106.3 

48 

35 

255 

45.8 

2.05 

2.64 

2.87 

3.15 

2 

SMITH'S  FOOD  &  DRUG 

12 

24 

20 

15 

0.60 

2.49 

25.1 

-4 

31 

121 

71.9 

1.73 

1.55 

1.77 

1.85 

6 

STOP  &  SHOP 

01 

21 

6 

14 

0.00 

0.00 

49.9 

-17 

33 

123 

44.9 

1.59 

1.52 

4.38 

1.85 

3 

VONS 

12 

27 

14 

17 

0.00 

0.00 

43.5 

48 

47 

172 

47.1 

0.61 

1.54 

0.89 

1.78 

1 

WINN-DIXIE  STORES 

05 

32 

8 

21 

0.90 

2.81 

150.6 

26 

15 

254 

12.9 

1,45 

1.56' 

1.84 

1.77 

1 

11  FUEL 


INDUSTRY  AVERAGE 

39 

19 

40 

1.13 

2.52 

171.6 

10 

59 

494 

58.9 

1.20 

1.88 

1.88 

2.57 

12. 

- 

GROUP  AVERAGE 

39 

19 

42 

1.22 

2.71 

181.0 

8 

59 

496 

55.8 

1.15 

1.96 

1.91 

2.68 

12. 

AMERADA  HESS 

12 

48 

33 

NM 

0.60 

1.26 

93.0 

4 

66 

458 

58.4 

0.79 

-1.16 

NA 

1.06 

45. 

AiVIUUU 

12 

68 

30 

15 

2.40 

3.54 

495.8 

1 5 

59 

1290 

35.5 

3.50 

4.49 

4.15 

4.88 

3. 

ASHLAND 

09 

35 

22 

436 

1.10 

3.15 

53.0 

4 

54 

412 

71.3 

2.94 

0.08' 

0.24 

2.74 

9. 

ATLANTIC  RICHFIELD 

12 

108 

42 

13 

5.50(c) 

5.08 

150.8 

7 

62 

1095 

49.9 

5.53 

8.10 

4.47 

8.40 

5. 

DiiDiiupTHM  occniiDprc 
DUKLINblUri  ntoUUnUto 

12 

39 

18 

214 

0.55 

1 .43 

125.5 

10 

67 

585 

60.5 

1.20 

0,18 

0.36 

0.79 

or; 

CHEVRON 

12 

49 

23 

16 

2.00 

4.05 

652.2 

11 

47 

1091 

33.2 

2.50 

3.15 

2.76 

3.50 

1: 

COASTAL 

12 

33 

24 

14 

0.40 

1.20 

104.8 

29 

61 

449 

46.2 

2.05 

2,37 

2.01 

2.83 

CROWN  CENTRAL  PETROLEUM 

12 

14 

25 

54 

0.00 

0.00 

10.0 

14 

25 

36 

22.7 

-3.63 

0.25 

NA 

1.25 

28.' 

DIAMOND  SHAMROCK 

12 

25 

21 

15 

0.56 

2.23 

29.0 

-3 

76 

201 

79.3 

2.45 

1.65 

1.41 

2.62 

8.1 

EXXON 

12 

77 

32 

16 

3.00 

3.88 

1241.8 

27 

41 

1423 

22.7 

4.07 

4.98 

4.67 

5.16 

4. 

KERR-McGEE 

12 

58 

28 

22 

1.64 

2.83 

51.9 

26 

72 

445 

58.6 

1.74 

2.52 

2.01 

3.23 

7. 

MAPCO 

12 

54 

22 

14 

1.00 

1.86 

29.5 

3 

73 

230 

42.3 

2.54 

3.78 

3.13 

4.90 

5. 

MITCHELL  ENERGY  &  DEVELOPMENT 

01 

18 

9 

23 

0.53 

3.01 

52.0 

-7 

21 

83 

15.8 

0.87 

0.78 

0.55 

0.99 

15. 

MOBIL 

12 

104 

44 

15 

3.70 

3.55 

395.2 

24 

53 

1443 

41.7 

4.28 

5.70 

5.71 

7.27 

4., 

MURPHY  OIL 

12 

39 

29 

32 

1.30 

3.30 

44.8 

-7 

71 

246 

49.0 

2.37 

1.25 

1.31 

1.90 

12. 

OCCIDENTAL  PETROLEUM 

12 

22 

10 

12 

1.00 

4.52 

318.2 

15 

53 

555 

73.1 

-0.36 

1.79 

0.85 

1.84 

12. 

ORYX  ENERGY 

12 

13 

-2 

40 

0.00 

0.00 

104.4 

17 

65 

325 

78.4 

-0.68 

0.33 

0.23 

0.69 

21. 

PENNZOIL 

12 

40 

18 

NM 

1.00 

2.52 

46.3 

-10 

57 

370 

44.1 

-6.16 

-0.41 

NA 

1.03 

35. 

PHILLIPS  PETROLEUM 

12 

33 

12 

15 

1.22 

3.66 

262.2 

2 

54 

524 

45.1 

1.85 

2.19 

1.94 

2.43 

8. 

PinSTON  MINERALS  GROUP 

12 

13 

-10 

18 

0.55 

4.91 

8.5 

-47 

52 

59 

108.6 

-7.50 

0.73 

NA 

1.50 

9. 

SUN 

12 

28 

14 

20 

1.00 

3.60 

75.0 

-32 

82 

392 

98.2 

0.91 

1.42 

1.21 

2.17 

14. 

TESORO  PETROLEUM 

12 

9 

7 

11 

0.00 

0.00 

24.5 

-8 

51 

87 

81.5 

0.77 

0.79 

0.66 

1.30 

13. 

TEXACO 

12 

74 

36 

19 

3.20 

4.33 

260.1 

24 

58 

964 

57.1 

3.43 

3.83 

3.33 

4.52 

7. 

TOSCO 

12 

38 

16 

20 

0.54 

1.68 

37.1 

31 

85 

251 

99.4 

2.24(b)  1.87 

1.53 

3.02 

5. 

ULTRAMAR 

12 

25 

14 

20 

1-10 

4.35 

38.6 

-1 

92 

227 

58.8 

1.56 

1.24 

1.44 

2.45 

5. 

UNOCAL 

12 

27 

10 

24 

0.80 

2.98 

247.1 

0 

53 

555 

59.9 

0.35 

1.12 

0.68 

1.57 

12. 

USX-MARATHON  GROUP 

12 

18 

11 

19 

0.68 

3.70 

287.4 

12 

66 

515 

51.8 

1.10 

0.96 

0.74 

1.19 

8.. 

VALERO  ENERGY 

12 

26 

24 

24 

0.52 

2.01 

43.7 

54 

75 

185 

54.5 

0.40 

1.08 

0.46 

1.62 

18. 

VASTAR  RESOURCES 

12 

29 

1 

30 

0.30 

1.02 

97.3 

18 

17 

92 

12.8 

1.54 

0.99 

NA 

1.57 

20.. 

ZEIGLER  COAL  HOLDING 

12 

11 

5 

7 

0.20 

1.78 

28.4 

-4 

27 

53 

61.5 

1.35 

1.51 

NA 

2.01 

4. 

Q.i: 
luticspon 
form  ic 

'IIIK  /I)"  ^ 

Win  afici 


(B)  PETROLEUM  SERVICES 


GROUP  AVERAGE 

40 

22 

25 

0.59 

1.39 

115.1 

24 

59 

482 

82.6 

1.56 

1.42 

1.64 

1.90 

7.! 

BAKER  HUGHES 

09 

20 

11 

30 

0.45 

2.25 

141,2 

12 

69 

487 

108,8 

0.85 

0.57* 

0,50 

0.98 

4. 

COOPER  CAMERON 

12 

25 

35 

NM 

0.00 

0.00 

25.0 

NA 

5 

7 

NA 

NA 

-0.14 

NA 

0.89 

21. 

HALLIBURTON 

12 

43 

17 

22 

1.00 

2.31 

114.3 

31 

75 

568 

102.5 

1.56 

1.96 

1.98 

2.23 

7., 

SCHLUMBERGER 

12 

54 

20 

23 

1.50 

2.35 

241.9 

25 

60 

989 

58.5 

2.21 

2.75 

2.43 

3.19 

3.; 

WESTERN  ATUS 

12 

48 

24 

26 

0.00 

0.00 

53.1 

28 

86 

359 

60.7 

1.50 

1-85 

NA 

2.22 

3., 

12  HEALTH  CARE 

INDUSTRY  AVERAGE 

41 

11 

22 

0.55 

1.04 

172.3 

32 

59 

464 

101.9 

1.30 

2.00 

2.82 

2.41 

4. 

(A)  DRUG  DISTRIBUTION 

GROUP  AVERAGE 

35 

11 

18 

0.39 

1.11 

60.9 

30 

61 

250 

73.4 

-0.42 

1.93 

1.89 

2.18 

2.: 

AMERISOURCE  HEALTH 

09 

29 

-7 

19 

0.00 

0-00 

22.1 

NA 

38 

103 

NA 

-11.69 

1.53* 

NA 

1.82 

1. 

BERGEN  BRUNSWIG 

09 

24 

13 

15 

0.48 

2.00 

39.8 

23 

51 

215 

108.3 

1.45 

1.61* 

1.32 

1.82 

1.' 

BINDLEY  WESTERN  INDUSTRIES 

12 

18 

17 

14 

0.08 

0.45 

11.0 

17 

42 

75 

75.9 

1.20(b) 

1.27 

1.21 

1.40 

2: 

CARDINAL  HEALTH 

05 

54 

13 

27 

0.12 

0.22 

42.2 

17 

68 

314 

55.7 

0.86 

2.01* 

1.70 

2.43 

0:. 

ECKERD 

01 

43 

-3 

15 

0.00 

0.00 

32.2 

43 

94 

166 

74.6 

2.41 

2.94 

NA 

3.21 

LONGS  DRUG  STORES 

01 

40 

25 

15 

1.12 

2.82 

20.0 

21 

45 

201 

29.5 

2.35 

2.63 

2.34 

2.75 

J 

McKESSON 

03 

51 

23 

17 

1.00 

1.95 

44.5 

60 

52 

226 

83.9 

-4.51 

2.94 

3.88 

3.32 

REVCO  D.S. 

05 

28 

12 

24 

0.00 

0,00 

67.1 

18 

66 

197 

82.9 

0.95 

1.16 

1.91 

1.37 

2. 

RITE  AID 

02 

31 

12 

15 

0.68 

2,18 

83.8 

33 

87 

434 

89.8 

1.67 

1.93 

1.28 

2.18 

4. 

WALGREEN 

08 

29 

7 

23 

0.44 

1,50 

246.1 

34 

53 

570 

48.5 

1.14 

1.30' 

1.45 

1.48 

1. 

(B)  DRUGS  &  RESEARCH 

GROUP  AVERAGE 

59 

11 

22 

1.29 

1.91 

319.8 

43 

55 

784 

76.6 

2.57 

2.96 

4.42 

3.33 

3.1 

ALLERGAN 

12 

31 

9 

15 

0.48 

1,55 

64.2 

11 

81 

365 

43.8 

1.73 

1,90 

2.08 

2.10 

N» 

AMERICAN  HOME  PRODUCTS 

12 

91 

17 

19 

3.08 

3,38 

309.3 

47 

53 

1159 

42.0 

4.97 

4,76 

5.14 

5.57 

2.. 

AMGEN 

12 

50 

5 

25 

0.00 

0,00 

266.0 

69 

64 

799 

256.3 

1.15 

1,94 

4.12 

2.26 

2., 
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j^Vant  To  Know  Where 
Brazil's  Economy  Is  Headed? 
Ksk  The  People  Who  Are 
Faking  It  There. 


Pedro  Malan  Ambassador  Dorothea  Werneck 

Minister  of  Finance  Luiz  Felipe  Lampreia  Minister  of  Industry, 

Minister  of  Foreign  Relations        Commerce  and  Tourism 

Join  Business  Week  and  Brazil's  business  and 
jvernment  leaders  in  this  dynamic  face-to-face  investment 
)rum,  and  find  out  how  the  visions,  goals,  and  economic 
;rategies  for  Brazil  can  affect  your  business. 


Business  Week  is  proud  to  present 
"Brazil  Today,"  an  Executive  Conference 
JANUARY  17-18,  1996 
THE  GRAND  HYAH,  New  York,  NY 

In  association  with: 

Brazil-i  '.S.  Business  Council 
Comunira(d(i,  Marketing  e  Promo^des  Ltda. 
With  support  from: 

The  Foreign  Investors  GrouplGnepo  de 

Investidores  Estrangeiros 
hjnbratur 
Infraero 


o  register  for  "Brazil  Today"  call  1  («()0)  955-9961  in 
he  U.S.  or  +1  (305)  374-5855  outside  the  U.S.,  fax 
our  response  to  (305)  372-3459  or  mail  this  registra- 
ion  form  to:  Monark  Travel,  150  S.E.  2nd  Avenue, 
iuite  707,  Miami,  FL  33131. 

•"EE:  US  $720  per  person  before  12/15/95,  $fS40  per 
)erson  after  12/16/95.     Bill  my    _American  Express 
_Check  enclosed  _MasterCard 
Payable  lo  Moiwrk  Tnrcel)   Visa 


iCCOUNT  NUMBER 


EXPIRATION  DATE 


IIGNATLIRE 

lanceltanoin  /itforr  Jnniuiry  1^96  tire  m/t/et  f  to  n  ierx'ta'  f/ujrge  of  I'S  U50. 
"^Mncelhilions  after  that  liatt'  air  lUjii-ttfuiidahU- 


S  I  VrE/COI'N  PRV 


ZIP/POSiALC.ODE 


TELEPHONE 


i'RIMARV  BUSINESS 


ANNUAL  REVENUE 


BusinessWeek 


EXEC  U  t  I  V  E      P  R  O  G  R  A  M  S 


)  1995,  by  The  McGraw-Hill  Companies,  Inc. 


Beyond  news.  Intelligence. 


A  Division  of  The  McGraw-Hill  Companies 


INVESTMENT  OUTLOOK  SCOREBOARD 


EARNINGS  PER  SHARE 


COMPANY 

FY 

RECENT 
SHARE 
PRICE 

BOOK 
VALUE 

PER 
SHARE 

P-E 
RATIO 
1995 
EST, 

1995 
DIVI- 
DEND 
RATE 

flELD 

% 

SHRS 
OUT 
MILS, 

1995 
MARKET 
VALUE 

puftfjnr 
UnnllUL 

% 

INSTITUTIONAL 
HOLDINGS 
%  I^UMBER 

1995 
TURN- 
OVER 

% 

1994 
ACTUAL 

l/B/E/S 
1995 

HINMLTol 

EST 

1996  ESTIMATES 

BASED 
ON 
5-YR. 
TREND 

FROM  ANALYST 
l/B/E/S  VARI/ 
CON-  TlOf 
SENSUS  % 

BRISTOL-MYERS  SQUIBB 

12 

80 

12 

16 

2.96 

3.69 

507.2 

39 

51 

1295 

AAA 

3.62 

5.10 

4.62 

5,44 

2 

GENENTECH 

12 

51 

12 

38 

0.00 

0.00 

118.2 

13 

18 

190 

44.1 

1.04 

1.34 

1.94 

1,43 

8 

IVAX 

12 

27 

6 

27 

0.08 

0.30 

115.4 

43 

29 

211 

130.4 

0.77 

0,99 

1.82 

1,33 

5 

LILLY  (ELI) 

12 

100 

20 

22 

2.74 

2.75 

292.0 

52 

66 

854 

50.0 

4.10 

4.58 

3.40 

5,19 

2 

MERCK 

12 

62 

9 

23 

1.36 

2.20 

1231.9 

50 

51 

1505 

48.8 

2.38 

2,70 

2.90 

3,07 

2 

PFIZER 

12 

58 

8 

23 

1.04 

1.79 

636.2 

52 

68 

1252 

56.9 

2.10 

2,49 

2.52 

2,90 

1 

PHARMACIA  &  UPJOHN 

12 

36 

10 

21 

1.02 

2.85 

250.8 

59 

NA 

NA 

107,7 

1.84(b)  1.75 

i.74 

2,09 

4 

KnUNt-rUULLnL  KUKtK 

12 

48 

12 

15 

1 .20 

2.51 

134.2 

31 

18 

157 

16,7 

2.45 

3,19 

IN  IVI 

3,43 

3 

SCHERING-PLOUGH 

12 

57 

5 

20 

1.16 

2.02 

367.6 

53 

66 

1098 

61,2 

2.41 

2,82 

3.36 

3,20 

1 

olUlVlA-ALUKlUn 

1  9 

AO 

1  ^ 

i  D 

1  Q 

U.OD 

\j.  /  J 

AO  Q 

4y 

60 

417 

yo.o 

2.21 

2.62 

2.93 

2,91 

2 

VVAnntn-LAIVIDCn  1 

1  9 

1 

i  D 

1  7 

9  An 

9  Q  1 

75 

887 

/D,  / 

5.17 

5,27 

5.72 

5,61 

5 

(C)  HEALTH-CARE  SERVICES 

GROUP  AVERAGE 

30 

11 

25 

0.06 

0.15 

101.1 

19 

DU 

oil 

146.2 

1.19 

1.31 

2.37 

1  on 

c 
D 

BEVERLY  ENTERPRISES 

12 

12 

9 

15 

0,00 

0,00 

98.2 

-5 

65 

327 

145.4 

0.79 

0,80 

----- 

1 .00 

0,97 

5 

CAREMARK  INTERNATIONAL 

12 

20 

5 

20 

0.04 

0.20 

81.0 

30 

56 

247 

107.5 

1.08 

0,99 

1.55 

1,27 

3 

CHARTER  MEDICAL 

09 

18 

3 

NM 

0.00 

0.00 

28.1 

-11 

70 

112 

103.1 

-1.78 

-1,54* 

NA 

2,06 

10 

COLUMBIA/HCA  HEALTHCARE 

12 

52 

15 

18 

0,12 

0.23 

442.8 

73 

A4 

1  m  9 

57.6 

2  13 

2  92 

3.63 

o.oy 

1 
1 

FHP  INTERNATIONAL 

06 

29 

28 

100 

0.00 

0.00 

40.3 

14 

80 

192 

202.0 

1  7  1 

----- 

0,58 

1,52 

11 

FOUNDATION  HEALTH 

06 

46 

13 

51 

0.00 

0.00 

57.0 

48 

80 

253 

190.6 

2.84 

0,90- 

1.91 

3.02 

2 

HEALTHSOUTH 

12 

30 

6 

28 

0.00 

0.00 

71.4 

73 

86 

271 

135.3 

0.70 

1,07 

0,74 

1.36 

4 

HUMANA 

12 

28 

7 

24 

0.00 

0.00 

161.8 

24 

AH 
DO 

182.4 

1.10 

1,15 

NA 

1  /If; 

y 

LABORATORY  CORP  OF  AMERICA  HOLDINGS 

12 

9 

5 

16 

0.00 

0.00 

84.8 

-35 

34 

128 

57.8 

0  36 

0  55 

0.44 

0.81 

6 

MANOR  CARE 

05 

33 

10 

19 

0.09 

0.27 

52.5 

19 

52 

332 

43.9 

1.51 

1,76 

2,26 

2.05 

2 

NOVACARE 

06 

6 

7 

6 

0,00 

0.00 

55.3 

-18 

41 

155 

100.4 

0.90 

0,95* 

1,24 

0.53 

18 

ORNDA  HEALTHCORP 

08 

20 

8 

13 

0.00 

0.00 

44.5 

51 

58 

154 

217.8 

-1.29 

1.52* 

NA 

1.66 

3 

PACIFICARE  HEALTH  SYSTEMS 

09 

87 

23 

24 

0,00 

0.00 

30.8 

47 

DO 

1  RA 

225.9 

3  02 

3  52* 

5.56 

/5  ■J  9 

PHYSICIAN  CORP  OF  AMERICA 

12 

15 

7 

27 

0.00 

0.00 

37.9 

-28 

56 

142 

276.8 

1.30 

0.57 

1.31 

0,98 

18 

QUORUM  HEALTH  GROUP 

05 

22 

8 

19 

0,00 

0.00 

47.9 

16 

30 

103 

69.5 

0.96 

1,14* 

6.45 

1,36 

1 

TENET  HEALTHCARE 

05 

18 

11 

14 

0.00 

0,00 

200.1 

52 

56 

387 

78.9 

1.10 

1,28 

1.13 

1.49 

8 

U.S.  HEALTHCARE 

12 

46 

6 

19 

1.00 

2,20 

153.5 

6 

AR 

AAR 

327,0 

2.42 

2.39 

4.16 

9  AQ 

/ 

UNITED  HEALTHCARE 

12 

63 

18 

30 

0.03 

0,05 

173,8 

40 

87 

779 

182.5 

1.54 

2.13 

3.40 

2.87 

5 

UAI  IIP  UEAITU 

1  9 

OR 

1  n 
iU 

ID 

Ct  no 
u.uu 

U-UU 

/in  7 

58 

267 

i  yo.^ 

1.19 

1.54 

2.26 

1.83 

2 

U/PI  1  pniMT  UPAITU  MPTWflDI^ 

wcLLruin  1  ntALin  ntivvuni^ 

1  9 

"3  1 
O  i 

ID 

1  /i 

u.uu 

n  nn 
U.UU 

D 

15 

129 

n 

2.14 

2.19 

2.53 

2.34 

4 

(D)  MEDICAL  PRODUCTS 

GROUP  AVERAGE 

43 

11 

21 

0.63 

1.51 

215.0 

42 

Oil 

77.0 

1.46 

2.07 

2.09 

0 

ABBOTT  LABORATORIES 

12 

41 

5 

19 

0.84 

2.07 

795.1 

23 

51 

1183 

37.7 

1.87 

2,13 

----- 

2.45 

2.39 

1 

BARD  (C.  R.) 

12 

29 

10 

16 

0.64 

2.22 

55.5 

14 

55 

315 

58,0 

1.44 

1.86 

2.09 

2,09 

5 

BAUSCH  &  LOMB 

12 

36 

16 

14 

1.04 

2.88 

57.3 

4 

59 

380 

101,5 

0.23 

2,56 

0,96 

2,87 

4 

BAXTER  INTERNATIONAL 

12 

42 

13 

18 

1.13 

2.70 

276.6 

45 

71 

756 

59.8 

2.13 

2,36 

2,37 

2,60 

1 

BECTON,  DICKINSON 

09 

70 

21 

19 

0.82 

1.18 

65.9 

43 

85 

527 

71.3 

3.05 

3.59* 

"3  (^7 
O.D  / 

4.05 

3 

GUIDANT 

12 

37 

4 

27 

0.10 

0.27 

71.9 

134 

22 

86 

88.2 

1.28 

1.38 

NA 

1.59 

4 

JOHNSON  &  JOHNSON 

12 

87 

14 

24 

1.32 

1.52 

647.7 

59 

50 

1404  ■ 

36.4 

3.12 

3.57 

4.23 

4.18 

1 

MALLINCKRODT  GROUP 

06 

34 

15 

14 

0.56 

1.64 

76.5 

14 

77 

385 

50.3 

1.38 

2.37* 

2.45 

2.50 

3 

MEDTRONIC 

04 

55 

6 

30 

0.26 

0.47 

231.1 

98 

73 

734 

63.3 

1.28 

1.84 

2.14 

2.21 

1 

OWENS  &  MINOR 

12 

13 

5 

NM 

0.18 

1.38 

30.8 

-9 

54 

111 

65.4 

0.15 

0.00 

0.25 

0.51 

21 

U.S.  SURGICAL 

12 

25 

13 

26 

0,08 

0.32 

57.1 

33 

50 

262 

204.2 

0.08 

0,95 

0.28 

1,27 

8 

13  HOUSING  &  REAL  ESTATE 


INDUSTRY  AVERAGE 

32 

16 

17 

0.45 

1.52 

46.5 

26 

51 

213 

64.6 

1.77 

2.61 

3.25 

3.08 

7 

(A)  BUILDING  MATERIALS 

GROUP  AVERAGE 

40 

13 

13 

0.59 

1.45 

62.3 

25 

58 

253 

52.9 

1.77 

3.41 

4.34 

3.91 

4 

AMERICAN  STANDARD 

12 

30 

-6 

15 

0.00 

0.00 

75.1 

NA 

25 

77 

NA 

-1,29 

1,94 

NA 

2.60 

3 

LAFARGE 

12 

19 

13 

10 

0,40 

2,06 

68.8 

10 

28 

127 

20.2 

1,18 

1,92 

0.96 

2.21 

16 

OWENS-CORNING  FIBERGUS 

12 

44 

-6 

11 

0,00 

0,00 

50.8 

60 

77 

306 

85.8 

1, 66(b)  4,20 

3.26 

4.80 

7 

PPG  INDUSTRIES 

12 

45 

13 

12 

1.20 

2,64 

195.0 

16 

52 

650 

39.4 

2,43 

3,75 

3.17 

4.26 

5 

RPM 

05 

21 

6 

18 

0,50 

2,86 

57.0 

12 

38 

183 

48.5 

1,07 

1,15 

1  30 

1.30 

2 

SHERWIN-WILLIAMS 

12 

40 

14 

17 

0,64 

1,62 

85.1 

19 

60 

442 

46.9 

2,15 

2.34 

2.60 

2.62 

1 

TECUMSEH  PRODUCTS 

12 

53 

39 

10 

1,55 

2,92 

21.9 

18 

67 

185 

55.0 

5.50 

5.50 

10.99 

5.64 

2 

TEXAS  INDUSTRIES 

05 

51 

32 

9 

0,40 

0,78 

11.3 

32 

70 

127 

51.3 

3.88 

5,84 

6.54 

6.90 

2 

USG 

12 

29 

0 

8 

0,00 

0,00 

45.2 

51 

70 

173 

83.0 

-2.14 

3.57 

NA 

4.41 

7 

VULCAN  MATERIALS 

12 

57 

21 

13 

1.46 

2,57 

35.9 

12 

60 

190 

25.4 

2.57 

4.47 

3.77 

4.93 

4 

YORK  INTERNATIONAL 

12 

45 

21 

16 

0,24 

0,54 

37.5 

21 

94 

325 

52.8 

2.40 

2.78 

5.47 

3,32 

2 

(B)  CONSTRUCTION  &  REAL  ESTATE 

GROUP  AVERAGE 

20 

20 

25 

0.24 

1.62 

21.6 

28 

64 

149 

81.3 

1.76 

1.35 

1.61 

1.78 

12. 

CENTEX 

03 

33 

24 

19 

0,20 

0,51 

28.2 

44 

74 

265 

100.7 

3,04 

1.77 

2.91 

2.32 

11 

KAUFMAN  &  BROAD  HOME 

11 

13 

12 

20 

0.30 

2,31 

32.4 

1 

58 

215 

91,5 

1,16 

0.65 

0.75 

1,01 

11 

M.D.C.  HOLDINGS 

12 

7 

10 

8 

0.12 

1,81 

19.2 

35 

40 

51 

48,3 

0,94 

0.81 

1.67 

1,13 

15 

PULTE 

12 

31 

27 

18 

0.24 

0,77 

25.9 

32 

58 

222 

68,1 

2,24 

1.75 

2.61 

2.44 

9 

RYLAND  GROUP 

12 

12 

21 

88 

0.60 

4,85 

15.6 

-17 

79 

98 

42,9 

1, 28(b)  0,14 

0.27 

0,84 

28 

U.S.  HOME 

12 

26 

28 

10 

0.00 

0.00 

11.2 

66 

76 

80 

119,7 

2, 50(b)  2,49 

NA 

2,74 

6 

WEBB  (DEL) 

06 

20 

16 

11 

0,20 

0.99 

17.4 

34 

65 

111 

97,5 

1,13 

1.87* 

1.46 

1,95 

2 
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stralia 


a 


Zealand 


the  future. 


mitments  we  make, 


on  our  existing  presence  in  Malaysia /Korea, 
Hong  Kong  and  Singapore,  AXA  has  entered  into  a 
partnership  with  National  Mutual,  the  2nd  largest 
insurance  group  In  Australia,  New  Zealand  and  Hong 
Kong.  Although  AXA  was  already  the  4th  largest  insurance 
group  by  assets  under  management  and  the  10th 
largest  insurer,  we  needed  to  be  more  strongly 
represented  in  the  fast  growing  Asia  Pacific  Region. 
Now  we  are. 

This  move  enables  us  to  provide  a  better  service  to  all 
our  clients,  international  and  local,  and  to  share  our 
experience  and  know-how  gained  in  the  23  countries 
where  we  operate.  It  makes  us  feel  even  more 
confident  when  we  say  : 


Go  ahead 


INSURANCE  &  INVESTMENT 


I 


INVESTMENT  OUTLOOK  SCOREBOARD 


EARNINGS  PER  SHARE 


COMPANY 


BOOK  P-E  1995 

RECENT    VALUE  RATIO  DIVI-  SHRS. 

SHARE      PER  1995  OEND  YIELD  OUT. 

FY       PRICE     SHARE  EST  RATE  %  MILS 


1995 
MARKET 

VALUE 
CHANGE 

% 


1996  ESTIMATES 


,w<:T,T„T,nM«,          '395  l/B/E/S  BASED  FROM  ANALYST 

Sfmiirf          T^JRN-  1995        ON  l/B/E/S  VARl 

OVER  1994     ANALYST  5-YR.  CON-  TIOI 

%    NUMBER          %  ACTUAL      EST  TREND  SENSUS  % 


14  LEISURE  TIME  INDUSTRIES 


29 

10 

19 

0.31 

0.92 

142.3 

18 

60 

404 

89.1 

1.32 

1.52 

1  Q1 

1  R1 

1^ 

(A)  EATING  PLACES 

CaKUUr  AvLKAuit 

Z 

1  / 

n  1  Q 

U.D/ 

1  CA  C 

U 

bU 

J04 

92.3 

0.97 

0.80 

1.56 

0.99 

14 

BRINKER  INTERNATIONAL 

06 

15 

8 

16 

0.00 

0.00 

76.6 

-10 

68 

260 

161.4 

0.83 

0.98* 

1.28 

0.88 

4 

nARDFN  RFSTAURANTS 

05 

12 

7 

15 

0.00 

0.00 

158.5 

NA 

55 

362 

N  A 

0.33 

0.79 

NA 

0  91 

o, 

FLAGSTAR 

12 

4 

-25 

NM 

0^00 

0.00 

42.4 

-41 

21 

45 

57.5 

-0.14 

-1.27 

NA 

-0.92 

6£ 

MCDONALD'S 

12 

45 

11 

23 

0.27 

0.61 

696.3 

53 

58 

1127 

50.3 

1.68 

1.95 

2.12 

2.23 

1 

MORRISON  RESTAURANTS 

05 

17 

7 

12 

0.37 

2.20 

34.5 

-31 

47 

166 

69.1 

1.73 

1.38 

1.91 

1.62 

SHONEY'S 

10 

1 1 

_3 

16 

0.00 

0.00 

41.5 

-15 

50 

219 

99.8 

1.43(b)  0.68 

1.11 

0.88 

g 

WENDY'S  INTERNATIONAL 

12 

21 

8 

19 

0.24 

1.16 

101^8 

43 

53 

371 

115.7 

0.93 

1 .09 

l'37 

h31 

3 

ID]  rNTERTAINMENT 

IjKUUr  AvtKALit 

54 

2 1 

50 

0. 18 

0.30 

445.5 

27 

48 

917 

76.1 

1.15 

1.62 

1.43 

1.94 

11 

DISNEY  (WALT) 

09 

60 

12 

23 

0.36 

0.60 

522.6 

32 

49 

1146 

60.1 

2.04 

2.60* 

2.44 

2.59 

5 

VIArOM 

VIHwwITI 

12 

48 

29 

77 

0.00 

0.00 

358.3 

22 

48 

687 

92  1 

0  25 

0.63 

0  42 

1  28 

27 

(C)  HOTEL  &  MOTEL 

laKOUr  AVfcKAljt. 

30 

1 1 

19 

0.21 

0.37 

96.6 

37 

56 

323 

107.8 

1.03 

1.46 

2.00 

1.70 

32 

BALLY  ENTERTAINMENT 

12 

12 

10 

20 

0.00 

0.00 

47.3 

99 

28 

176 

154.2 

-0.10 

0.60 

NA 

0.79 

6 

CIRCUS  CIRCUS  ENTERPRISES 

01 

28 

11 

16 

0.00 

0.00 

102.7 

44 

71 

335 

168.3 

1.59 

1.70 

1.95 

1.85 

6 

HARRAH'S  ENTERTAINMENT 

12 

25 

6 

19 

0.00 

0.00 

102.6 

-19 

65 

432 

138.5 

0.49 

1.31 

1.38 

1.67 

4 

LIIITnU  LinTCI  c 

rllLlUN  nUlcLo 

12 

65 

25 

20 

1 .20 

1 .85 

48.3 

-4 

44 

316 

83.0 

2.52 

3.19 

3.01 

3.50 

3 

HOST  MARRIOn 

12 

13 

4 

NM 

0.00 

0.00 

159.0 

38 

63 

228 

61.3 

-0.13 

-0.06 

NA 

0.04 

200 

MARRIOTT  INTERNATIONAL 

12 

37 

8 

20 

0.28 

0.75 

125.2 

35 

50 

432 

41.5 

1.51 

1.82 

2.08 

2.12 

2 

MIRAGE  RESORTS 

12 

34 

12 

20 

0.00 

0.00 

91.1 

54 

73 

342 

108.0 

1.32 

1,69 

1,61 

1.86 

3 

(D)  OTHER  LEISURE 

GROUP  AVERAGE 

30 

12 

16 

0.48 

1.49 

108.4 

14 

70 

389 

79.5 

1.69 

1.93 

2.10 

2.29 

5 

AMERICAN  GREETINGS 

02 

27 

16 

14 

0.64 

2.35 

74.6 

1 

84 

432 

162.6 

2.00 

2.00 

2.30 

2.29 

3 

DDIIIJC\A/IPV 

dKUNoWILIV 

12 

21 

10 

13 

0.50 

2.34 

96.0 

14 

75 

378 

91.0 

1.35 

1.59 

1 .47 

1 .90 

4 

CARNIVAL 

11 

26 

7 

16 

0.36 

1.38 

284,7 

23 

41 

341 

44,5 

1.35 

1.58 

1.78 

1.84 

2 

EASTMAN  KODAK 

12 

68 

14 

18 

1.60 

2.34 

342.1 

44 

60 

1114 

68.1 

1.65 

3.75 

4.18 

4.26 

3 

FLEETWOOD  ENTERPRISES 

04 

24 

14 

13 

0.60 

2.50 

46.1 

28 

74 

325 

96,2 

1.82 

1.80 

2.53 

1.97 

12 

HARLEY-DAVIDSON 

12 

28 

6 

19 

0.20 

0.72 

77.3 

0 

59 

289 

117.5 

1.37 

1.45 

1.34 

1.74 

2 

HARMAN  INTERNATIONAL  INDUSTRIES 

06 

44 

18 

17 

0.20 

0.46 

16.2 

28 

78 

172 

62.0 

1.89 

2.59* 

2.08 

3.24 

1 

HASBRO 

12 

31 

16 

15 

0.32 

1.05 

87.8 

5 

66 

356 

58.7 

2-01 

1.98 

2.83 

2.38 

4 

MAHEL 

12 

28 

6 

18 

0.24 

0.86 

221.2 

40 

79 

634 

59.2 

1.11(b) 

1.60 

1.52 

1.86 

2 

MUSICLAND  STORES 

12 

6 

5 

11 

0.00 

0.00 

34.3 

-29 

60 

94 

80.4 

0.51 

0.57 

0.79 

0.83 

8 

OUTBOARD  MARINE 

09 

21 

12 

9 

0.40 

1.95 

20.0 

4 

85 

232 

79.7 

2.22(b)  2.33* 

NA 

2.22 

5 

POLAROID 

12 

46 

17 

26 

0.60 

1.30 

45.2 

39 

82 

305 

96.0 

2.49 

1.76 

1.42 

2.85 

8 

ROYAL  CARIBBEAN  CRUISES 

12 

24 

14 

12 

0.52 

2.14 

63.4 

-15 

NA 

NA 

17.3 

2.25 

2.10 

2.91 

2.38 

5 

15  MANUFACTURING 

INDUSTRY  AVERAGE 

36 

14 

16 

0.66 

1.78 

77.3 

23 

63 

312 

93.0 

2.05 

2.52 

2.82 

2.98 

5, 

(A)  GENERAL  MANUFACTURING 

GROUP  AVERAGE 


41 


14     18     1.02  2.59 


92.6 


17      59      348      61.2     2.04     2.39    2.66  2.89 


AVERY  DENNISON 

12 

48 

15 

18 

1,08 

2,27 

53.1 

33 

61 

407 

45.6 

1.97 

2,66 

6.36 

3.04 

2 

CORNING 

12 

30 

9 

18 

0.72 

2,38 

229.3 

2 

58 

601 

65.2 

1.32 

1.70 

1.50 

1.86 

6 

DURACELL  INTERNATIONAL 

06 

53 

11 

27 

1.04 

1,96 

118.0 

24 

56 

339 

75.2 

1.68 

1.95* 

2.84 

2.21 

0 

EXIDE 

03 

46 

20 

22 

0.08 

0,17 

20.0 

-16 

82 

149 

148.3 

0.28 

2.05 

0.09 

4.28 

4 

FIRST  BRANDS 

06 

46 

17 

23 

0.40 

0.87 

20.9 

30 

92 

187 

55.6 

2.71 

2,01* 

2.25 

3.01 

1 

FOAMEX  INTERNATIONAL 

12 

7 

4 

11 

0.00 

0.00 

26.6 

-29 

33 

52 

129.6 

0.98 

0.65 

NA 

1.02 

31 

HARSCO 

12 

59 

25 

15 

1.48 

2.51 

25.3 

45 

57 

223 

37.2 

3.45 

4.00 

4.12 

4.53 

2 

HILLENBRAND  INDUSTRIES 

11 

33 

10 

20 

0.60 

1.83 

70.8 

18 

33 

170 

25.8 

1.26 

1.67 

1.83 

1.98 

4 

ILLINOIS  TOOL  WORKS 

12 

63 

16 

19 

0.68 

1.07 

117.6 

49 

71 

523 

29,9 

2.45 

3.28 

3.22 

3.75 

2 

JOHNSON  CONTROLS 

09 

69 

25 

16 

1.56 

2.25 

40.9 

42 

62 

388 

46,2 

3.60(b)  4.27* 

4.88 

4.97 

4 

MARK  IV  INDUSTRIES 

02 

21 

11 

13 

0.12(d) 

0.58 

60.0 

25 

64 

198 

36.0 

1.29(b) 

1.55 

1.69 

1.80 

4 

MINNESOTA  MINING  &  MFG. 

12 

65 

17 

19 

1.88 

2.88 

419.6 

22 

65 

1050 

42.1 

3.13 

3.40 

3.36 

3.90 

2 

NEWELL 

12 

26 

8 

18 

0.48 

1.82 

158.6 

26 

69 

527 

47.2 

1.24 

1.43 

1,54 

1.66 

1 

PARKER  HANNIFIN 

06 

37 

17 

12 

0.72 

1.96 

74.2 

22 

74 

424 

70.3 

0.71 

2.96* 

1.52 

3.44 

4 

POLARIS  INDUSTRIES 

12 

31 

4 

14 

5.64(c)  18.34 

27.3 

-10 

14 

73 

57.3 

4.67 

2.19 

3.72 

2.. 50 

2 

RUBBERMAID 

12 

28 

8 

24 

0.56 

2.04 

157.4 

-6 

42 

505 

67.7 

1.42 

1.17 

1.46 

1,45 

5 

TELEFLEX 

12 

44 

20 

16 

0.62 

1.40 

17.5 

26 

57 

174 

37,7 

2.35 

2.71 

2.78 

3,15 

3 

TRINOVA 

12 

31 

14 

9 

0.72 

2.34 

29.0 

5 

77 

278 

84,0 

2.26 

3.29 

2.12 

3.44 

4 

(8)  MACHINE  &  HAND  TOOLS 

GROUP  AVERAGE 

38 

16 

14 

0.64 

1.61 

40.1 

29 

60 

235 

60.1 

2.08 

2.89 

2.81 

3.35 

3 

BLACK  &  DECKER 

12 

37 

13 

19 

0.40 

1.07 

86.0 

60 

80 

396 

89,7 

1.37 

1.97 

1.99 

2.30 

3 

CINCINNATI  MILACRON 

12 

26 

5 

15 

0.36 

1.38 

34.2 

12 

66 

214 

81.2 

1.10 

1.69 

NA 

2.23 

4 

DANAHER 

12 

31 

9 

17 

0.08 

0.26 

58.5 

18 

67 

218 

21.3 

1.40 

1.80 

2.26 

2.08 

2 

KENNAMETAL 

06 

31 

15 

12 

0.60 

1.95 

26.6 

26 

75 

223 

91.7 

0.45 

2.58* 

1.06 

3.01 

0 

LINCOLN  ELECTRIC 

12 

25 

15 

9 

0.40 

1.63 

22.0 

NA 

6 

13 

NA 

2.19 

2.62 

3.95 

3.00 

3 

NACCO  INDUSTRIES 

12 

57 

36 

8 

0.72 

1.26 

9.0 

18 

43 

195 

34.1 

5.06 

6.93 

5.24 

7.78 

8 

SNAP-ON 

12 

44 

18 

16 

1.08 

2.44 

40.3 

25 

71 

302 

53.9 

2.30 

2.75 

2.48 

3,12 

2 

STANLEY  WORKS 

12 

51 

17 

18 

1.44 

2.84 

44.3 

41 

67 

321 

49.0 

2.80 

2.81 

2.70 

3.27 

4 
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*^Few  fund  companies  can  now  match 
the  depth  and  quality  of  T.  Rowe  Price's 
domestic-stock  lineup^ 

Monungstai  Investot  S/9S 


In  over  55  years  of  managing 
investments,  we've  tried  to  do  what's 
best  for  our  clients.  To  us  that  means 
recognizing  not  only  the  importance 
of  returns  but  also  of  risk. 

We're  pleased  that  the  results  of 
our  efforts  have  been  noted  by  others. 
In  large  measure,  the  Morningstar 
ratings  shown  reflect  the  thorough, 
fundamental  stock  analysis  that 
backs  every  equity  fund  at  T.  Rowe 
Price,  through  every  market  environ- 
ment, regardless  of  the  fund's 
objectives  or  management  style. 

To  learn  more,  call  for  a  free 
report  on  any  of  our  domestic  stock 
funds  today.  As  with  any  stock  fund, 
there  will  be  price  fluctuation.  Past 
performance  cannot  guarantee  future 
results.  The  minimum  investment  is 
$2,500  per  fund  ($1,000  for  IRAs). 
100%  no  load. 


Morningstar  risk-adjusted  performance 
ratings  for  the  period  ended  10/31/95  * 


Fund 

Overall 

5yr 

5yr 

10  yr 

Balanced 

★★★★ 

★★★★ 

★★★★ 

★★★★ 

Capital  Appreciation 

★  ★★★ 

★★★★ 

★  ★★★ 

Equity  Income 

★★★★★ 

★  ★★★★ 

★★★★ 

★  ★★★★ 

Growth  &  Income 

★★★★ 

★★★★ 

★  ★★★ 

★  ★★ 

Growth  Stock 

*★★★ 

★  ★★★ 

★  ★★★ 

★  ★★ 

Mid-Cap  Growth 

★  ★★★★ 

★★★★* 

New  America  Growth 

★★★★ 

★★★★ 

★★★★★ 

*★★★ 

New  Era 

★★ 

★  ★★ 

New  Horizons 

*★★★ 

★★★★★ 

★  ★★★★ 

OTC 

★★★ 

★★★★★ 

★  ★★★ 

Science  &  Technology 

★★★★★ 

★★★★★ 

★  ★★★★ 

Small-Cap  Value 

★★★★★ 

★  ★★★★ 

★★★★★ 

Spectrum  Growth 

★★★★ 

★  ★★★ 

★★★★ 

The  following  funds  have  performance  records 
of  less  than  3  years,  and  therefore  are  not  rated. 

Blue  Chip  Growth  Personal  Strategy  Balanced 

Capital  Opportunity  Personal  Strategy  Growth 

Dividend  Growth  Value 


Call  24  hours  for  a 
free  report  and  prospectus 

1-800-541-7883 


Invest  With  Confidence' 

T.RoweR'ice 


;  Morningstar  statement  is  based  on  its  proprietary  rating  system.  .Morningstar  proprietarv  ratings  reflect  historical  risk-adjusted  performance  as  of  10/31/95.  These  ratings 
change  monthly  Ratings  are  calculated  from  the  funds'  3-.  5-,  and  10-year  average  annual  returns  in  excess  of  90-day  Treasury  bill  returns  with  appropriate  fee  adjustments 
a  risk  factor  that  reflects  fund  performance  below  90-day  Treasury  bill  returns.  Funds  with  performance  records  of  less  than  3  years  have  not  been  assigned  a  star  rating.  1,300, 
and  -i8^  equity  funds  were  rated  for  the  3-,  5-,  and  10-year  periods  ended  10/31/95,  respectively  Ten  percent  of  the  funds  in  an  investment  category  receive  5  stars,  the  next 
%  receive  4,  the  next  35%  receive  3.  and  the  next  22.5%  receive  2.  Investitient  return  and  principal  value  will  vary  and  shares  may  be  worth  more  or  less  at  redemption  than  at 
inal  purchase.  Request  a  prospectus  with  more  complete  information,  including  management  fees  and  other  charges  and  expenses.  Read  it  carefullv  before  you  invest  or  send 
I  ley.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor  I)Eqo28567 


INVESTMENT  OUTLOOK  SCOREBOARD 


EARNINGS  PER  SHARE 


1995 
MARKET 

1996  ESTIMATES 

BOOK 

P-E 

1995 

1995 

l/B/E/S 

BASED 

FROM  ANALYST 

RECENT 
SHARE 

VALUE 
PER 

RATIO 
1995 

DIVI- 
DEND 

YIELD 

% 

SHRS, 
OUT, 

VALUE 
CHANGE 
% 

INSIIIUIIONAL 
HOLDINGS 

TURN- 
OVER 

1994 

1995 
WALYST 

ON 
5-YR, 

l/B/E/S 
CON- 

VARb 
TlOf 

% 

COMPANY 

FY 

PRICE 

SHARE 

EST 

RATE 

MILS 

% 

NUMBER 

ACTUAL 

EST, 

TREND 

SENSUS 

(C)  SPECIAL  MACHINERY 

1 1\ 

1  AA 

71 

381 

2.30 

2.98 

J.  1  / 

3.45 

6 

AGCO 

12 

43 

21 

9 

0.04 

0.09 

22.6 

48 

95 

200 

156.4 

4, 70(b)  4.77 

8,00 

5.48 

1 

APPLIED  MATERIALS 

10 

49 

9 

19 

0.00 

0.00 

178.3 

144 

19 

617 

591.0 

1.25 

2.55* 

3.31 

3.83 

3 

BRIGGS  &  STRATTON 

06 

42 

15 

12 

1.04 

2.50 

28.9 

27 

71 

356 

80.3 

3,55 

3.62* 

5.08 

3.46 

3 

A  9 

1  n 
iU 

n  on 

n  y1  D 
U.4t5 

/u.y 

y  3 

55 

159 

91,4 

2.32 

4.24 

4.33 

8 

CATERPILLAR 

12 

61 

18 

11 

1.40 

2.28 

197.5 

10 

71 

784 

105.4 

4.70 

5.42 

8.53 

5.63 

9 

COLTEC  INDUSTRIES 

12 

11 

-7 

9 

0.00 

0.00 

69.9 

-35 

95 

135 

58.2 

1.35 

1.29 

1,42 

1.33 

2 

DEERE 

10 

33 

12 

9 

0.80 

2,42 

261.9 

51 

89 

726 

104.2 

2,34 

3.85 

2,50 

3.05 

5 

UUVcn 

1 U 

1  c 
ib 

U.dU 

i  i o.b 

3  i 

68 

474 

/I  1  o 

1.77 

2.41 

2.71 

2 

DRESSER  INDUSTRIES 

10 

24 

9 

21 

0.68 

2.88 

182.5 

24 

70 

522 

62.1 

1.98 

1,13 

1.28 

1.34 

2 

FMC 

12 

74 

16 

13 

0.00 

0.00 

36,6 

28 

57 

346 

36.6 

4.66 

5.72 

3.75 

6.99 

7 

HARNISCHFEGER  INDUSTRIES 

10 

34 

12 

15 

0.40 

1.18 

48,6 

95 

69 

313 

100.3 

0.74 

2.23* 

1.23 

2.68 

10 

inuLnoULL-nMnu 

1  9 

oo 

i  D 

1  t=i 
I  0 

0  74 

i  .  i70 

I  uo.  y 

99 

66 

477 

f^R  ft 

2.00 

2.52 

9  9Q 

3.05 

5 

LAM  RESEARCH 

06 

55 

16 

18 

0.00 

0.00 

27,3 

50 

94 

288 

742.2 

1.55(b)  3.06* 

4.85 

4.40 

2 

McDERMOn  INTERNATIONAL 

03 

18 

13 

39 

1.00 

5.52 

54,2 

-26 

79 

303 

89,2 

0.05 

0.47 

0.10 

1  .uy 

99 

rtri  1  Mm 

1  9 

9  A 

iO 

n  an 
u.ou 

1  -O  1 

1  ft  A 

1  o 

55 

157 

Rft 

2.52(b)  2.81 

3.08 

3.44 

4 

STEWART  &  STEVENSON  SERVICES 

01 

23 

14 

11 

0.32 

1.39 

33.0 

-33 

7  \ 

225 

267.6 

2.05 

2,01 

2.58 

2.28 

9 

TIMKEN 

12 

40 

26 

1 1 

1.20 

2.97 

31.3 

15 

71 

302 

54.5 

2.21 

3,52 

2.71 

4  47 

TYCO  INTERNATIONAL 

05 

31 

11 

22 

0.20 

0.64 

152,7 

37 

43 

492 

75,4 

1.35 

1.44* 

1.33 

9 

VARITY 

01 

39 

20 

11 

0.00 

0.00 

41,0 

1 

83 

354 

84,9 

2.61 

3.48 

2.50 

3.97 

4 

(D)  TEXTILES 

uKUUr  AvLKAut. 

1  Q 

1  0 

1  ^ 
ID 

n  Qi 

O 

55 

145 

1.41 

1.36 

9  1  a 

1.72 

8 

BURLINGTON  INDUSTRIES 

09 

14 

9 

13 

0.00 

0.00 

64,9 

37 

67 

129 

36,3 

1,46 

1.05* 

NA 

1,27 

4 

COLLINS  &  AIKMAN 

01 

6 

-5 

5 

0,00 

0.00 

70,5 

-25 

18 

41 

17.7 

-0.39 

1,32 

NA 

1.54 

11 

CONE  MILLS 

12 

11 

7 

17 

0.00 

0.00 

27,4 

-5 

54 

92 

35,0 

1.19 

0.58 

1.55 

1.05 

5 

FIELDCREST  CANNON 

12 

20 

26 

18 

0.00 

0.00 

8,9 

-20 

81 

118 

134,9 

2.51(b) 

1.11 

2.68 

2.02 

20 

MOHAWK  INDUSTRIES 

12 

18 

9 

22 

0.00 

0.00 

32,6 

40 

50 

80 

59.8 

0.99 

0.79 

1.13 

1.16 

9 

SHAW  INDUSTRIES 

12 

16 

5 

28 

0.30 

1.94 

135,7 

3 

61 

227 

85.5 

0.91 

0.55 

0.82 

0.87 

10 

SPRINGS  INDUSTRIES 

12 

42 

35 

11 

1.32 

3.14 

20.1 

30 

41 

264 

30  6 

3.50 

3.70 

4.98 

4.13 

2 

UNIFI 

06 

24 

9 

14 

0.52 

2.19 

66,3 

-9 

55 

205 

44.3 

l.OS 

1.57* 

1.92 

1.75 

5 

16  METALS  &  MINING 

INDUSTRY  AVERAGE 

27 

16 

17 

0.45 

1.43 

65.3 

-3 

59 

242 

97.8 

1.85 

2.90 

2.19 

3.06 

35. 

(A)  ALUMINUM 

GROUP  AVERAGE 

41 

22 

14 

0.58 

0.99 

85.7 

26 

63 

343 

103.2 

0.66 

3.46 

1.44 

5.11 

14, 

ALUMAX 

12 

33 

30 

12 

0.00 

0.00 

44,7 

18 

83 

254 

110.3 

0,84 

2  77 

NA 

4.55 

14 

ALUMINUM  CO.  OF  AMERICA 

12 

59 

24 

12 

0.90 

1.54 

177.2 

34 

79 

565 

120.0 

2,48 

4.72 

1.17 

5.24 

10 

KAISER  ALUMINUM 

12 

15 

1 

22 

0.00 

0.00 

58.3 

35 

12 

46 

81.7 

-2,09 

0.65 

0.32 

2.10 

19 

REYNOLDS  METALS 

12 

58 

33 

10 

1.40 

2.42 

62.5 

19 

76 

406  ' 

100.8 

1.42 

5.70 

2.84 

7.53 

15, 

(B)  STEEL 

GROUP  AVERAGE 

20 

14 

16 

0.32 

1.38 

55.2 

-13 

60 

193 

91.3 

2.15 

2.32 

2.26 

2.14 

45. 

AK  STEEL  HOLDING 

12 

35 

25 

4 

0.60 

1.73 

26.3 

13 

77 

126 

171.0 

8.30(b) 

8,04 

NA 

5.70 

21 

ALLEGHENY  LUDLUM 

12 

19 

5 

12 

0.52 

2.79 

70.2 

-1 

47 

150 

60,0 

0.26 

1,60 

0,76 

1.78 

14 

ARMCO 

12 

6 

-4 

115 

0.00 

0.00 

106.2 

-12 

70 

231 

49.5 

0.57 

0,05 

NA 

0.71 

39, 

BETHLEHEM  STEEL 

12 

14 

11 

10 

0.00 

0.00 

112.6 

-20 

75 

302 

145.5 

0.35 

1,36 

NA 

1.62 

64, 

BIRMINGHAM  STEEL 

06 

15 

16 

9 

0.40 

2.69 

28.5 

-28 

54 

127 

116.7 

0.86 

1,74* 

1.26 

1.27 

15, 

COMMERCIAL  METALS 

08 

24 

20 

9 

0.48 

2,04 

15.3 

-12 

44 

82 

22,0 

1.75 

2.52* 

2.26 

3.08 

10, 

INLAND  STEEL  INDUSTRIES 

12 

26 

16 

10 

0,10 

0.38 

48.7 

-19 

71 

290 

111.8 

1.81 

2.69 

NA 

2.99 

30, 

LTV 

12 

15 

14 

8 

0.00 

0,00 

105.0 

-13 

74 

232 

93.3 

1.29 

1.77 

3.85 

1.57 

70, 

LUKENS 

12 

31 

19 

14 

1,00 

3.27 

14.7 

5 

77 

145 

67.8 

1.32(b)  2.24 

1.57 

3.12 

10. 

NATIONAL  STEEL 

12 

13 

11 

6 

0,00 

0.00 

43.3 

1 

45 

71 

77,4 

4.33 

2.06 

NA 

0.66 

254, 

NUCOR 

12 

50 

15 

16 

0.28 

0.56 

87.5 

-10 

56 

484 

94.4 

2.60 

3.06 

3.90 

3.45 

15. 

OREGON  STEEL  MILLS 

12 

14 

14 

25 

0.56 

4.07 

19,4 

-12 

59 

115 

58.7 

0.60 

0,54 

0,37 

1.05 

21. 

ROUGE  STEEL 

12 

22 

18 

5 

0.12 

0.55 

21.7 

-24 

32 

64 

34.9 

5.21 

4,15 

NA 

1.94 

75. 

USX-U.S.  STEEL  GROUP 

12 

33 

16 

8 

1.00 

3.07 

82.7 

0 

62 

387 

136.6 

2.33(b)  3.86 

NA 

3.90 

48. 

WEIRTON  STEEL 

12 

4 

4 

7 

0,00 

0.00 

42.0 

-51 

39 

52 

89.8 

1.06 

0.55 

NA 

0.74 

18. 

WHX 

12 

11 

32 

6 

0-00 

0.00 

23,5 

-28 

51 

100 

139.5 

2.54 

1.82 

4.54 

1.27 

52. 

WORTHINGTON  INDUSTRIES 

05 

20 

7 

15 

0.44 

2.24 

90,7 

-2 

55 

305 

71.4 

1,29 

1.30 

1.73 

1.51 

11. 

(C)  OTHER  METALS 

GROUP  AVERAGE 

36 

18 

19 

0.73 

1.89 

80.2 

7 

53 

314 

112.6 

1.82 

4.18 

2.46 

4.29 

18. 

ASARCO 

12 

35 

42 

7 

0.80 

2.26 

42,5 

25 

79 

324 

127.6 

1.53 

5.44 

3.28 

5.04 

28. 

CYPRUS  AMAX  MINERALS 

12 

28 

27 

6 

0.80 

2.91 

92.9 

6 

62 

502 

86,7 

1.59 

4.44 

3.20 

3.91 

19. 

FREEFCRT-McMORAN 

12 

39 

-17 

61 

0,09 

0.23 

28.1 

-55 

56 

254 

107.5 

2.22 

0.64 

0.53 

2.55 

8. 

FREEPORT  McMORAN  COPPER  &  GOLD 

12 

27 

2 

26 

0.90 

3,32 

202,0 

25 

1 

18 

40.2 

0.38 

1.05 

0.52 

1,53 

17. 

MAGMA  COPPER 

12 

21 

19 

7 

0.00 

0.00 

46.4 

30 

46 

200 

162.6 

1.38(b)  3.26 

1.51 

3.29 

20. 

PHELPS  DODGE 

12 

68 

37 

7 

1.80 

2.64 

69,4 

8 

73 

583 

150.7 

3.81  10.26 

5.51 

9.39 

18. 
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RLD  BUSINESS  CLASS 


Legroom, 
recline,  and 
personal  space 

that  set  a 
new  standard 

for  airlines 


Pa-lung  Trthe. 
Northern  Thailand 


Having  your  own  personal 
space  IS  a  rarity  on  almost 
any  airline. 

That's  the  beauty  of  World 
Business  Class"  from  Northwest 
Airlines  and  KLM. 

It's  more  spacious.  More  com- 
fortable. There's  more  room  to 
spread  out.  The  seats  recline 
further.  You  even  get  your  own 
little  T'V'  that  you  can 
adjList  to  any  angle. 
Its  one  of  the  rare 
chances  in  m\'  life  to 
just  do  nothing! 

I  travel  all  over, 
but  particularl\-  in  the 
remote  regions  of 
Asia.  So  I  have  the 
priv  ilege  of  going 
back  and  forth 
between  different 
worlds  with 
Northwest  Airiines. 

And  I  like  plenty 
ot  space  befween. 


©  1995  Northwest  Airiines  Inc. 

Northwest  recycles  enough  paper  to  fill  41  Ws  O 


NORTHWEST 

A         I         •         L         I         N         E         S  IV.LbIwI 


800-447-4747 


INVESTMENT  OUTLOOK  SCOREBOARD 


EARNINGS  PER  SHARE 


BOOK  P-E 

RECENT    VALUE  RATIO 

SHARE      PER  1995 

COMPANY  FY      PRICE    SHARE  EST 


17  NONBANK  FINANCIAL 


INDUSTRY  AVERAGE 

46 

28 

16 

0.87 

1.90 

95.7 

44 

61 

318 

62.4 

2.42 

3.31 

4.05 

4.09 

c 

(A)  FINANCIAL  SERVICES 

GROUP  AVERAGE 

48 

21 

15 

0.93 

1.83 

126.4 

51 

66 

416 

71.4 

2.46 

3.40 

4.79 

4.04 

£ 

ALEXANDER  &  ALEXANDER 

12 

22 

9 

17 

0.10 

0.46 

44.3 

19 

72 

248 

34.9 

-2.79 

1.28 

0.80 

1.68 

ll 

AMERICAN  EXPRESS 

12 

43 

14 

14 

0.90 

2.12 

487.4 

42 

54 

935 

69.5 

2.58 

3.11 

4.82 

3.52 

AT&T  CAPITAL 

12 

40 

23 

15 

0.44 

1.11 

47.0 

85 

9 

53 

14.1 

2.14 

2.54 

3.05 

3.11 

BEAR  STEARNS 

06 

22 

17 

13 

0.60(d) 

2.76 

117,5 

48 

75 

252 

56.4 

2.75 

1.70* 

3.40 

2.51 

< 

BENEFICIAL 

12 

51 

26 

14 

1.88 

3.70 

53.0 

31 

67 

377 

57.8 

3.28 

3.57 

3.87 

5.02 

; 

BLOCK  (H&R) 

04 

45 

6 

25 

1.28 

2.87 

104.5 

19 

72 

546 

120.4 

1.01 

1.82 

1.51 

2.02 

f 

COUNTRYWIDE  CREDIT  INDUSTRIES 

02 

22 

12 

12 

0.32 

1.45 

101.8 

92 

79 

207 

112.5 

0.96 

1.89 

2.42 

2.32 

c 

DEAN  WIHER,  DISCOVER 

12 

51 

27 

11 

0.64 

1.26 

170.5 

52 

67 

516 

64.6 

4.27(b) 

4.85 

6.16 

5.43 

EDWARDS  (A.G.) 

02 

27 

16 

11 

0.64 

2.37 

62.4 

52 

46 

209 

52.1 

2.00 

2.52 

3.08 

2.57 

i: 

EQUIFAX 

12 

42 

5 

21 

0.66 

1.59 

76.3 

59 

56 

358 

61.4 

1.62 

1.95 

2.15 

2.28 

FANNIE  MAE 

12 

110 

39 

13 

2.72 

2.48 

272.8 

50 

85 

1270 

75.8 

7.80 

8.59 

10.20 

9.71 

FEDERAL  HOME  LOAN  MORTGAGE 

12 

77 

28 

13 

1.20 

1.56 

180.8 

53 

80 

708 

50.3 

5.32 

5.71 

7.15 

5.59 

FIR^T  AMERICAN  FINANCIAL 

1 2 

23 

25 

3 1 

0.50 

2.52 

11.4 

33 

61 

67 

32.1 

1 .66 

0.73 

3.07 

2  14 

FIRST  USA 

06 

46 

12 

17 

0.24 

0^52 

55.8 

40 

87 

323 

137.0 

1.69 

2.74* 

10.66 

3.75 

I 

FRANKLIN  RESOURCES 

09 

53 

13 

16 

0.40 

0.76 

81.0 

47 

34 

274 

37.1 

3.00 

3.24* 

4.28 

3.50 

HOUSEHOLD  INTERNATIONAL 

12 

63 

26 

15 

1.36 

2.18 

98.1 

71 

95 

490 

70.8 

3.52 

4.25 

4.27 

5.07 

LEHMAN  BROTHERS  HOLDINGS 

11 

23 

28 

13 

0.20 

0.88 

104.6 

53 

71 

308 

84.4 

0.81 

1.80 

NA 

2.24 

K 

MARSH  &  McLENNAN 

12 

87 

22 

16 

3.20 

3.69 

72.6 

9 

59 

487 

41.2 

5.19 

5.50 

5.69 

6.09 

MERRILL  LYNCH 

12 

56 

30 

11 

1.04 

1.87 

179.9 

54 

55 

481 

106.2 

4.75 

5.27 

10.42 

5.83 

i 

MORGAN  STANLEY  GROUP 

11 

85 

54 

13 

1.28 

1.48 

77.6 

51 

51 

303 

69.4 

4.03(b) 

5.77 

7.40 

7.87 

12 

PAINEWEB6ER  GROUP 

12 

22 

15 

14 

0.48 

2.16 

98.3 

47 

42 

167 

60.8 

0.41(b) 

1.63 

0.88 

2.05 

13 

SALLIE  MAE 

12 

70 

15 

15 

1.48 

2.11 

62.9 

85 

100 

328 

140.5 

5.03 

4  75 

6.47 

5.59 

SALOMON 

12 

36 

35 

12 

0.64 

1.75 

106.4 

-2 

74 

401 

87.8 

-4.31 

2.95 

4.95 

3.54 

15 

SCHWAB  (CHARLES) 

12 

24 

3 

25 

0.16 

0.66 

174.0 

112 

47 

225 

75.4 

0.77 

0.97 

1.95 

1.10 

7 

TRAVELERS  GROUP 

12 

60 

31 

13 

0.80 

1.34 

318.3 

85 

73 

745 

51.2 

3.86 

4.66 

5.25 

5.16 

(B)  INSURANCE 


GROUP  AVERAGE 

48 

33 

17 

0.89 

1,95 

83.5 

38 

57 

280 

53.9 

2.68 

3.41 

3.74 

4.29 

5 

AFTNA  1  IFF  fi,  rA<5IIA!TY 

12 

73 

60 

29 

2  76 

3  75 

114  3 

58 

79 

553 

91  3 

4.14 

2.56 

2.64 

7  45 

AFLAC 

12 

41 

22 

12 

0  52 

1  28 

94.8 

2 1 

55 

37 1 

50  4 

2.84 

3.51 

4  44 

3.87 

^ 

ALLMERICA  PROPERTY  &  CASUALTY 

12 

25 

23 

1 1 

0.16 

0.63 

51.9 

51 

89 

127 

14.6 

1.64 

2.26 

3.61 

2.53 

7 

ALLSTATE 

12 

41 

24 

12 

0.78 

1.90 

448.7 

72 

97 

289 

41.0 

1.08 

3.51 

NA 

3,85 

4 

AMERICAN  BANKERS  INSURANCE  GROUP 

12 

35 

23 

11 

0.76 

2.10 

20.1 

51 

66 

150 

87.8 

2.74 

3.38 

3.60 

3.70 

3 

AMERICAN  FINANCIAL  GROUP 

12 

30 

19 

12 

1.00 

3.33 

52.7 

32 

23 

119 

27.6 

0.02 

2.49 

0.38 

3.01 

IS 

AMERICAN  GENERAL 

12 

34 

27 

10 

1.24 

3.65 

204.5 

21 

72 

510 

42.6 

2.45 

3.34 

2.55 

3.61 

3 

AMERICAN  INTERNATIONAL  GROUP 

12 

90 

38 

17 

0.34 

0.38 

474.2 

38 

55 

1244 

37.1 

4.58 

5.14 

5.60 

5.82 

1 

AMERICAN  RE 

12 

41 

21 

14 

0.08 

0.19 

47.1 

28 

32 

117 

33.9 

2.01 

3.02 

NA 

3.57 

3 

AON 

12 

47 

24 

14 

1.36 

2.89 

107.1 

46 

45 

310 

25.2 

3.14 

3.43 

3.53 

3.84 

2 

BANKERS  LIFE  HOLDING 

12 

18 

18 

8 

0.60 

3.29 

52.8 

-4 

12 

58 

72.0 

2.49 

2.28 

2.84 

2.46 

3 

BERKLEY  (W.R.) 

12 

45 

40 

18 

0.48 

1.05 

16.7 

20 

77 

126 

90.9 

1.44 

2.48 

2.13 

3.60 

8 

CHUBB 

12 

97 

55 

14 

1.96 

2.02 

87.0 

26 

69 

534 

60.0 

5.95 

6,94 

5.87 

7.71 

2 

CIGNA 

12 

110 

95 

162 

3.04 

2.75 

72.1 

73 

91 

529 

91.3 

7.66 

0.58 

1.47 

11.49 

7 

CINCINNATI  FINANCIAL 

12 

62 

43 

15 

1.36 

2.19 

53.0 

27 

34 

163 

22.9 

3.72 

3.87 

4.51 

4.28 

2 

CITIZENS 

12 

19 

17 

10 

0.20 

1.07 

36.1 

10 

11 

44 

7.0 

1.15 

1.93 

1.31 

2.12 

3 

CNA  FINANCIAL 

12 

116 

95 

15 

0.00 

0.00 

61.8 

79 

99 

107 

8.0 

0.51 

7.94 

1.94 

9.85 

12 

CONSECO 

12 

57 

33 

12 

0.08 

0.14 

20.2 

21 

49 

103 

156.5 

5.00(b)  4.82 

9.11 

7.06 

3 

EQUITABLE 

12 

24 

16 

15 

0.20 

0.82 

184.3 

34 

27 

173 

40.4 

1.53(b) 

1.57 

NA 

2,04 

5 

FIRST  COLONY 

12 

26 

25 

11 

0.40 

1.54 

49.3 

15 

56 

184 

34.5 

2.10 

2.30 

2.39 

2.62 

1 

GEICO 

12 

69 

26 

21 

1.08 

1.55 

57.5 

40 

74 

152 

14.3 

2.98 

3.38 

3.61 

3.75 

1 

GENERAL  RE 

12 

150 

74 

16 

1.96 

1.31 

82.3 

22 

84 

743 

52.9 

7.97 

9.33 

9.32 

10.47 

2 

JEFFERSON-PILOT 

12 

71 

41 

16 

1.92 

2.70 

47.5 

34 

39 

328 

34.0 

4.73 

4.39 

5.33 

5.31 

4 

JOHN  ALDEN  FINANCIAL 

12 

21 

19 

10 

0.44 

2.13 

25.2 

-25 

65 

133 

214.4 

2.95 

2.05 

2.28 

2.50 

5 

KEMPER 

12 

49 

35 

13 

0.92 

1.87 

34.7 

31 

46 

173 

222.2 

1.80 

3.87 

5.18 

4.38 

4 

LIBERTY  FINANCIAL 

12 

29 

32 

10 

0.50 

2.05 

27.5 

NA 

6 

32 

NA 

2.15 

2.90 

NA 

3.23 

1 

LINCOLN  NATIONAL 

12 

47 

42 

12 

1.72 

3.58 

104.0 

47 

66 

442 

35.2 

3.37 

3.94 

4.86 

4.52 

4 

LOEWS 

12 

77 

59 

11 

0.50 

0.55 

117.8 

77 

50 

385 

43.7 

2.23 

6.78 

3.84 

8.14 

10 

OHIO  CASUALTY 

12 

38 

29 

14 

1.52 

4.00 

35.5 

33 

50 

152 

51.9 

2.70 

2.73 

2.79 

3.35 

6 

OLD  REPUBLIC  INTERNATIONAL 

12 

34 

29 

12 

0.52 

1.51 

52.2 

64 

71 

181 

34.3 

2.44(b)  2.84 

3.05 

3.28 

3 

PAUL  REVERE 

12 

21 

28 

14 

0.24 

1.15 

45.0 

40 

11 

53 

11.2 

2.04 

1.45 

1.59 

1.35 

9 

PROGRESSIVE 

12 

45 

18 

16 

0.22 

0.49 

72.1 

29 

53 

242 

35.1 

3.59 

2.81 

5.55 

3.28 

4 

PROTECTIVE  LIFE 

12 

29 

15 

11 

0.54 

2.20 

28.8 

26 

60 

163 

25.5 

2.57 

2.66 

3,55 

2.97 

1 

PROVIDENT  LIFE  &  ACCIDENT 

12 

28 

32 

12 

0.72 

2.55 

45.4 

29 

45 

138 

18.7 

2.71 

2.42 

2.23 

2.97 

7 

PROVIDIAN 

12 

40 

29 

10 

0.90 

2.24 

95.5 

27 

66 

481 

38.7 

3.02 

4.07 

4.59 

4.50 

1 

RELIANCE  GROUP  HOLDINGS 

12 

9 

5 

13 

0.32 

3.61 

113.2 

59 

28 

110 

39.3 

0.38 

0.71 

0.41 

0.87 

4 

REUASTAR  FINANCIAL 

12 

43 

33 

11 

1.00 

2.31 

35.2 

81 

59 

226 

49.9 

3.08(b)  4.01 

3.94 

4.49 

3 

SAFECO 

12 

36 

29 

13 

1.05 

2.99 

125,0 

37 

69 

409 

72.9 

2.50 

2.78 

3.11 

3,10 

3 

ST.  PAUL 

12 

56 

41 

11 

1.50 

2.86 

84.6 

26 

78 

539 

62.5 

5.12 

5.04 

5.35 

5.55 

2 

SUNAMERICA 

09 

47 

15 

17 

0.50 

1.27 

54.3 

95 

43 

233 

67.3 

2.39 

2.84* 

4.14 

3.55 

3 

TIG  HOLDINi^S 

12 

27 

21 

14 

0.20 

0.74 

61.3 

41 

93 

180 

57.5 

0.79 

2.00 

NA 

2.42 

6 

TORCHMARK 

12 

43 

21 

11 

1.16 

2.73 

71.6 

22 

56 

384 

40.3 

3.72 

3.97 

4.34 

4.36 

2 

TRANSAMERICA 

12 

77 

53 

13 

2.00 

2.61 

68.7 

53 

50 

407 

31.0 

5.46 

5.87 

8.20 

6.62 

7 

TRANSATLANTIC  HOLDINGS 

12 

69 

39 

13 

0.40 

0.58 

22.9 

23 

85 

161 

24.2 

4.44 

5.28 

5.78 

6.05 

3 

20TH  CENTURY  INDUSTRIES 

12 

18 

3 

25 

0.00 

0.00 

51.5 

74 

35 

95 

39.2 

-9.69 

0,71 

0.82 

1.21 

16 

1996  ESTIMATES 

1995   

1995  MARKET     ,„„„,.r,n„.,  1995  l/B/E/S     BASED      EROM  ANALYS 

DIVI-  SHRS       VALUE  TURN-  1995        ON        l/B/E/S  VAR 

DEND      YIELD         OUT       CHANGE  OVER        1994     ANALYST    5-YR.       CON-  TiO 

RATE         %  MILS  %         %    NUMBER  %        ACTUAL      EST.      TREND     SENSUS  % 


152  BUSINESS  WEEK  /  DECEMBER  25.  1995 


"Told  me  he  needed  iiiiire 

space. 

"  LI  h  -  0  h ." 

"Needs  to  tee  I  more 

power  and  control 

in  his  life." 
"Well,  what  does  he  want  to  doi*" 
"lie  wants  a 

Cadillac  DeVille." 


The  Cadillac  DeVille,  now  better  than  ever 
with  the  northstar  system. 

Beyond  its  275-hp  Northstar  V8,  DeVille  features  Road-Sensin(j  Suspension,  Speed-Sensitive  Steering, 
full-ranye  Traetion  Control,  anti-loek  brakes  and  the  security  of  (joing  1()0,()00  miles 
between  scheduled  tune-ups.  That's  {  (insiderahly  longer  than  the  terms  of  this  most  attrai  tiv(^  lease  arrangement. 
For  more  information  please  call  l-<SOO-]3]-4CAD,  or  on  the  Internet  ty|ir  http://vv\v\v.( adillac.com. 


H69' 

A  Month 


24 

Months 


'Z675 

D  0  w  n 


DeVille 


Cadillac 

Creatimg  a.   Highitr  Standard, 

>,6iy  due  at  K'tisc  signing  (first  month's  lease  payment  of  $469,  plus  $475  refundable  seeurity  deposit,  plus  down  p.iynient).  Tax,  license,  title  fees  and  insuiame  extra,  GMACmust  approve 
Jsr.  Example  based  on  1996  DeVille:  $37,950  MSRP  induding  destination  eliarge.  Monthly  payment  is  based  on  a  net  capitalized  cost  of  $33,635  for  a  total  of  monthly  payments  of 
1.256.  Option  to  buy  at  lease  end  at  a  price  determined  at  lease  signing.  Mileage  charge  of  $.15  per  mile  over  24,000  miles.  Lessee  p.iys  for  ^^^.^^        y^^^       ^-^^^     ^^^^^  mmm 

cess  wear  You  must  take  retail  delivery  out  of  dealer  stork  by  12/31/95.  This  is  a  special  GMAC  program.  See  your  participating  dealer  for  .  I'WS  cm  Oir|)  All  nghis  n-sirvnl 


lalifii  ation  details. 


(M)llbU  ,  ntVILLh,  NllKTllSIARi 


INVESTMENT  OUTLOOK  SCOREBOARD 


EARNINGS  PER  SHARE 


1996  ESTIMATES 


COMPANY 

FY 

RECENT 
SHARE 
PRICE 

BOOK 
VALUE 
PER 
SHARE 

P-E 
RATIO 
1995 
EST 

1995 
DIVI- 
DEND 
RATE 

YIELD 

% 

SHRS 
OUT 
MILS. 

1995 
MARKET 

VALUE 
CHANGE 

% 

UNITRIN 

12 

47 

39 

15 

2.00 

4.30 

39.3 

-10 

UNUM 

12 

54 

29 

15 

1.06 

1.96 

72.8 

44 

USF&G 

12 

17 

13 

13 

0.20 

1.16 

112.4 

49 

USLIFE 

12 

29 

35 

10 

0.93 

3.23 

34.4 

25 

,»,cT,T„T,n„.,  1995  l/B/E/S  BASED  FR0MANALYS1 

'"iTITUTIONAL  jURN-  1995        ON  l/B/E/S  VARl 

'^"'•.""^^'^  OVER  1994     ANALYST  5-YR,  CON-  TIO 

%    NUMBER          %  ACTUAL      EST  TREND  SENSUS  % 


29  131  56.4  2,96     3.15  2,98  3.72  6 

71  408  66.9  2.09     3.56  3.21  4.32 

47  344  77.4  1.86(b)  1.28  3.19  1.57  1 

71  280  32.6  2.79     2.91  3,32  3,14 


(C)  SAVINGS  &  LOAN 


GROUP  AVERAGE 

29 

24 

13 

0.53 

1.76 

71.2 

60 

75 

237 

88.9 

0.42 

2.28 

3.09 

2.83  e 

AHMANSON  (H.F.) 

12 

27 

26 

15 

0.88 

3.29 

117.5 

66 

94 

392 

81.9 

1.58 

1.74 

1  58 

2.58  / 

CALIFORNIA  FEDERAL  BANK 

12 

15 

12 

12 

0.00 

0.00 

49.2 

41 

65 

121 

74.3 

-3.82 

1.27 

NA 

1.73  i; 

GLENDALE  FEDERAL  BANK 

06 

16 

23 

13 

0.00 

0.00 

40.7 

68 

83 

135 

135.9 

-6.48 

1.28* 

NA 

1.00  J 

GOLDEN  WEST  FINANCIAL 

12 

51 

37 

13 

0.38 

0.74 

58.7 

45 

66 

295 

46.5 

3.71 

3.92 

4.40 

5.00  ^ 

GREAT  WESTERN  FINANCIAL 

12 

26 

19 

16 

0.92 

3.61 

136.6 

62 

85 

381 

76.4 

1.69 

1.56 

0.89 

2.42  i 

STANDARD  FEDERAL  BANCORP 

12 

38 

28 

11 

0.72 

1.88 

31.4 

59 

70 

173 

98.4 

3.70 

3.65 

5.48 

^.15  ^ 

WASHINGTON  MUTUAL 

12 

28 

23 

11 

0.80 

2.83 

64.6 

75 

60 

161 

108.7 

2.54 

2.57 

NA 

2.95  ; 

18  OFFICE  EQUIPMENT  &  COMPUTERS 


INDUSTRY  AVERAGE  

(A)  BUSINESS  MACHINES  &  SERVICES 


39      12     31     0.21      0.50    131.6      83      58      385    214.5     0.97     1.62    2.67     2.34  12 


GROUP  AVERAGE 

20 

8 

22 

0.41 

1.69 

45.4 

16 

52 

177 

146.1 

0.96 

1.03 

1.43 

1.45 

i: 

COMPUCOM  SYSTEMS 

12 

8 

2 

19 

0.00 

0.00 

34.5 

166 

6 

32 

96.2 

0.34(b)  0.43 

0.56 

0.54 

1 

DELUXE 

12 

28 

10 

17 

1.48 

5.36 

82.5 

5 

65 

404 

43.2 

1.71 

1.67 

1.58 

1.89 

EGGHEAD 

03 

8 

8 

NM 

0.00 

0.00 

17.3 

-31 

65 

61 

227.4 

0.15 

-0.09 

NA 

0.60 

HON  INDUSTRIES 

12 

28 

7 

16 

0.48 

1.71 

30.4 

4 

28 

86 

20.2 

1.74 

1.74 

1.89 

2.00 

INTELLIGENT  ELECTRONICS 

01 

7 

5 

NM 

0.40 

6.15 

34.5 

-15 

50 

125 

194.5 

0.23 

-0.15 

NA 

0.77 

2 

MERISEL 

12 

5 

8 

51 

0.00 

0.00 

29.8 

-42 

44 

83 

227.2 

0.38 

0.09 

0.45 

0.59 

2 

MICROAGE 

10 

9 

12 

14 

0.00 

0.00 

14.3 

-27 

50 

71 

300.8 

1.22 

0.60 

0.87 

1.06 

1 

MILLER  (HERMAN) 

05 

32 

12 

16 

0.52 

1.64 

24.9 

21 

58 

130 

98.6 

0.18 

1.99 

1.03 

2.40 

PITNEY  BOWES 

12 

45 

14 

17 

1.20 

2.68 

151,6 

41 

74 

554 

44.6 

2.21 

2.66 

3.05 

2.99 

REYNOLDS  &  REYNOLDS 

09 

38 

8 

21 

0.40 

1.05 

41.7 

53 

72 

287 

47.4 

1.51 

1.85' 

2.47 

2.17 

TECH  DATA 

01 

17 

7 

31 

0.00 

0.00 

37.8 

-1 

58 

117 

306.7 

0.91 

0.54 

1.01 

0.98 

1 

(B)  COMPUTERS  &  PERIPHERALS 


GROUP  AVERAGE 

38 

15 

35 

0.21 

0.22 

137.5 

109 

59 

417 

270.5 

0.87 

1.99 

2.96 

2.87 

16 

AMDAHL 

12 

10 

8 

11 

0.00 

0.00 

118.9 

-12 

44 

279 

73.5 

0.63 

0.86 

0.73 

0.96 

11 

APPLE  COMPUTER 

09 

38 

23 

1 1 

0.48 

1.26 

121.9 

-1 

60 

545 

495.9 

2.61 

3.45* 

2.05 

3.24 

13 

AST  RESEARCH 

06 

9 

9 

NM 

0.00 

0.00 

44.7 

-14 

42 

116 

228.4 

0.96 

-3.07* 

NA 

-3.84 

28 

COMPAQ  COMPUTER 

12 

49 

17 

13 

0.00 

0.00 

265.8 

27 

72 

856 

284.7 

3.23 

3.78 

4.47 

4.62 

5 

CONNER  PERIPHERALS 

12 

23 

7 

24 

0.00 

0.00 

53.5 

143 

55 

131 

295.3 

1.77(b)  0.93 

1.02 

1.39 

14 

CRAY  RESEARCH 

12 

24 

25 

NM 

0.00 

0.00 

25.4 

53 

76 

246 

131.8 

2.16 

-0.84 

NA 

1.45 

31 

DATA  GENERAL 

09 

12 

7 

NM 

0,00 

0.00 

37.3 

23 

73 

214 

122.3 

-2.45 

-1.23* 

NA 

0.33 

45 

DELL  COMPUTER 

01 

44 

9 

16 

0.00 

0.00 

91.5 

153 

67 

255 

792.9 

1.69 

2.76 

3.81 

3,44 

5 

DIGITAL  EQUIPMENT 

06 

59 

24 

393 

0.00 

0.00 

150.8 

82 

65 

481 

221.1 

-15.43 

0.15* 

NA 

3.53 

13 

EMC 

12 

18 

4 

13 

0.00 

0.00 

214.6 

-12 

62 

471 

278.9 

1.18 

1.38 

3.77 

1.69 

7 

GATEWAY  2000 

12 

28 

7 

13 

0.00 

0.00 

72.6 

28 

20 

108 

208.8 

1.22 

2.16 

1.91 

2.68 

5 

HEWLEH-PACKARD 

10 

83 

23 

18 

0.80 

0.96 

511.8 

67 

58 

1270 

78.3 

3.07 

4.63* 

5.01 

5.46 

4 

INTERNATIONAL  BUSINESS  MACHINES 

12 

97 

38 

9 

1.00 

1.04 

558.3 

25 

52 

1391 

129.2 

5.02 

10.83 

NA 

12.27 

6 

MAXTOR 

03 

6 

1 

NM 

0.00 

0.00 

52.5 

19 

24 

59 

208.4 

-1.63 

-0.73 

NA 

0.43 

88 

MICRON  ELECTRONICS 

08 

15 

2 

20 

0.00 

0.00 

91.4 

NM 

2 

29 

101.6 

-0.74 

0.74* 

NA 

1.04 

31 

QUANTUM 

03 

19 

13 

12 

0.00 

0.00 

51.7 

39 

74 

209 

609.8 

1.52(b) 

1.55 

0.91 

3.09 

16 

SEAGATE  TECHNOLOGY 

06 

53 

23 

17 

0.00 

0.00 

72.9 

125 

91 

345 

284.6 

2.83(b)  3.06* 

3.59 

5.21 

5 

SILICON  GRAPHICS 

06 

36 

9 

28 

0.00 

0.00 

161.5 

31 

73 

583 

143.3 

0.91 

1.28* 

1.44 

1.74 

3 

STORAGE  TECHNOLOGY 

12 

25 

24 

22 

0.00 

0.00 

52.9 

1 

48 

166 

280.6 

0.66 

1.12 

0.56 

2.42 

12 

SUN  MICROSYSTEMS 

06 

84 

22 

23 

0.00 

0.00 

98.5 

145 

80 

594 

562.7 

2.02 

3.61* 

3.26 

4.84 

5 

TANDEM  COMPUTERS 

09 

13 

9 

14 

0.00 

0.00 

116.7 

-26 

72 

375 

154.2 

1.50 

0.91* 

1.21 

1.20 

12 

3COM 

05 

46 

4 

28 

0.00 

0.00 

144.0 

94 

83 

386 

506.8 

0.87 

1.62 

4.66 

2.17 

5 

UNISYS 

12 

7 

6 

NM 

0.00 

0.00 

171.4 

-24 

41 

289 

126.4 

-0.07 

-0.67 

NA 

0.45 

26 

WESTERN  DIGITAL 

06 

15 

10 

6 

0.00 

0.00 

48.6 

-3 

64 

174 

358.7 

1.77 

2,56* 

NA 

1.31 

9 

XEROX 

12 

137 

48 

15 

3.00 

2.19 

107.9 

41 

84 

852 

84.3 

6.44(b) 

8.89 

8.96 

10.53 

4 

(C)  COMPUTER  SOFTWARE  &  SERVICES 

GROUP  AVERAGE 

50 

10 

31 

0.10 

0.17 

176.1 

88 

59 

468 

178.4 

1.13 

1.48 

3.14 

2.14 

5 

AMERIDATA  TECHNOLOGIES 

12 

11 

7 

12 

0.00 

0.00 

21,0 

17 

25 

32 

159.8 

0.78 

0.87 

9.41 

1.06 

N 

AUTOMATIC  OATA  PROCESSING 

06 

80 

15 

29 

0.70 

0.88 

144.1 

37 

72 

724 

46.7 

2.37 

2.77* 

3.10 

3.19 

0 

BAY  NETWORKS 

06 

45 

4 

61 

0.00 

0.00 

172.4 

141 

73 

367 

512.7 

0.63 

0.73* 

2.33 

1,46 

3 

CABLETRON  SYSTEMS 

02 

83 

10 

28 

0.00 

0.00 

71.8 

78 

65 

430 

172.4 

2.27 

2,98 

4,44 

3,60 

4 

CERIDIAN 

12 

42 

6 

24 

0.00 

0.00 

46.6 

60 

89 

378 

124.1 

1.40(b) 

1.77 

NA 

2,19 

3 

CISCO  SYSTEMS 

07 

84 

6 

55 

0.00 

0,00 

272.2 

150 

80 

897 

353.0 

1.19 

1.52* 

3.81 

2,58 

2 

COMDISCO 

09 

34 

19 

13 

0,28 

0.83 

35.0 

41 

50 

171 

44.6 

1.16 

2.60* 

1.67 

2,91 

2 

COMPUSA 

06 

37 

13 

31 

0,00 

0.00 

18.9 

152 

73 

133 

345.4 

-0.92 

1.21* 

NA 

1,71 

4 

COMPUTER  ASSOCIATES  INTERNATIONAL 

03 

66 

4 

23 

0,13 

0.20 

241.6 

104 

61 

674 

109.4 

1.71 

2.86 

3.74 

3,44 

4 

COMPUTER  SCIENCES 

03 

73 

22 

29 

0.00 

0.00 

55.6 

56 

81 

424 

83.2 

2,09 

2.48 

2.69 

2,96 

3 

ELECTRONIC  DATA  SYSTEMS 

12 

51 

10 

26 

0.52 

1.03 

483.7 

32 

37 

639 

36.5 

1,71 

1.96 

2.21 

2,27 

0 

FIRST  DATA 

12 

71 

15 

32 

0.12 

0.17 

118.8 

65 

89 

618 

83.7 

1,87 

2.20 

2.61 

2,74 

1 

INTERGR,',?;-, 

12 

17 

11 

NM 

0.00 

0.00 

46.3 

119 

42 

218 

209.3 

-1,56  - 

-0.95 

NA 

0,78 

11 

MICROSOFT 

06 

87 

10 

38 

0.00 

0.00 

588.0 

44 

38 

1228 

187.2 

1.88 

2.32* 

3.43 

3,18 

3 

NOVELL 

10 

17 

5 

19 

0.00 

0.00 

370.2 

0 

48 

560 

278.3 

0.56 

0.91 

0.98 

1,04 

12 
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We  give 
every  piece  of 
the  health  care  picture 
a  quality  edge. 

The  Principal  Edge.® 

Health  care  today  is  a  puzzle  of  many  pieces.  From  employers 
and  employees  to  individuals  and  providers,  there  is  a  demand 
for  quality  care  and  excellent  service. 

The  Principal  Financial  Group""  understands  and  is  committed  to 
providing  quality  health  care  coverage.  From  traditional  health  insurance 
to  HMOs,  we  pull  together  services  to  meet  each  customer's  needs. 
That's  The  Principal  Edge. 

For  over  50  years,  our  group  health  products  have  given 
employers  cost  efficiencies  and  ease  of  administration  while 
offering  employees  both  choice  and  quality.  Principal  Health  Care,^" 
our  member  company,  provides  HMO  coverage  and  PPO  networks 
that  are  built  on  responsiveness  and  high-quality  provider  networks. 


From  out-of-area-coverage  to  preventative  health  care,  companies 
of  The  Principal  Financial  Group  put  together  the  quality  and  value  that  gives 
each  one  of  you  an  edge.  For  more  infomiation,  visit  our  Intemet  home  page  at 
http://www.principal.com  or  call  1-800-986-EDGE  (3343). 


the 


Life,  Health,  Dental  and  Disability  insurance  I 
Mutual  Funds  •  Securities  •  HMO/PPO  •  401(k)  •  Annuities  •  Home  Mortgages 

©  1995  Principal  Mutual  Life  Insurance  Company,  Des  Moines,  lA  50392-0150,  Products  and  services  offered  ttirough  Pnncipal  Mutual  Lite  Insurance  Company(Ttie  Principal)  and  its  subsidiaries.  f 
Mutual  funds  distnbuted  ttirougti  Princor  Financial  Services  Corporation  (member  SIPC),  a  registered  broker  dealer.  Securities  through  Pnncipal  Financial  Securities,  Inc ,  (not  available  in  all  states). 
Managed  health  care  through  Principal  Health  Care,  Inc.  (not  available  in  all  states).  Home  mortgages  available  through  Principal  Residential  Mortgages,  Inc. 


atured  Speakers: 


Special  Campaign  '96  Debate 

Michael  Kinsley 
Former  Senior  Editor 
The  New  Repiihlic 

John  Sununu 

Former  White  House 
Chief  o  f  Staff 


nes  Baker,  III 

S'.  Secretary  of  State, 
S9-1992 


Stephen  F.  Bollenbach 
Senior  Executive 
Vice-President  &  CFO. 
The  Walt  Disney  Company 


Dennis  D.  Dammerman 
Senior  Vice-President, 
Finance.  &  CFO, 
General  Electric  Company 


K 


The  5th  Annual  Business  Week  Forum  of 
Chief  Financial  Officers 

^Out  in  Front:  Accepting  the  Leadership  Challenge^ 


MARCH  27-  30,  1  996.  RITZ-CARLTON,  AMELIA  ISLAND,  FLORIDA. 
In  coniunclion  with  THE  PLAYERS  Championship,  a  PGA  TOUR  event. 


.s  the  role  of  the  CFO  continues  to  expand 
yond  traditional  financial  boundaries,  what  will  this 
nds-on  corporate  leader  need  to  know  to  succeed? 
in  Business  Week  and  CFOs  of  America's  most 
estigious  corporations  for  face-to-face  interaction 
id  discussion  on  how  today's  CFOs  are  tackling  their 
owing  non-financial  responsibilities  and  keeping 
emselves  and  their  companies  out  in  front. 


In  association  with; 

American  International  Group,  Inc. 
Apple  Computers,  Inc. 
AT&T  Capital  Corporation 
KPMG  PeatMarwick  LLP 
Mi  Hi  man  cF  Robertson 
SAS  Institute  Inc. 


Participation  is  limited  to  CFOs 
of  the  nation  s  largest  corporations. 
For  registration  information,  please 
call  Julie  Terranova,  Registrar, 
Business  Week  Executive 
Programs,  (800)  821-1329. 


BusinessWeek 


EXEC  U  T  I  VE  PROGRAMS 


Beyond  news.  Intelligence. 


?5,  by  The  McGraw-Hill  Companies,  Inc. 


A  Division  of  The  McGraw-Hill  Companies 


INVESTMENT  OUTLOOK  SCOREBOARD 


COMPANY 


BOOK  P-E  1995 

RECENT    VALUE  RATIO  DIVI- 

SHARE      PER  1995  DEND 

FY       PRICE     SHARE  EST  RATE 


YIELD 

% 


SHRS 
OUT 

MILS. 


1995 
MARKET 
VALUE 
CHANGE 

% 


INSTITUTIONAL 
HOLDINGS 


EARNINGS  PER  SHARE 

1996  ESTIMATES  I 

1995  i/B/E/S  BASED  FROM  ANALYST  j 

TURN-  1995        ON  I/B/E/S  VARlJ 

OVER  1994     ANALYST  5-YR.  CON-  TlOlf 

%  ACTUAL      EST  TREND  SENSUS  %| 


ORACLE 

SAFEGUARD  SCIENTIFICS 
WANG  LABORATORIES 


05 
12 
06 


45 
50 
18 


33 
46 
NM 


0.00 
0.00 
0.00 


0.00 
0.00 
0.00 


434.6 
14.6 
33.9 


56 
341 
87 


61 
18 
67 


779 
51 
105 


176.7 
119.7 
169.1 


1.00 
1.03 
NA 


1.38 
1.08 
-2.02* 


2.88  1.83 
0.70  1.19 
NA     0.33  27 


19  PAPER  &  FOREST  PRODUCTS 


INDUSTRY  AVERAGE 


42      20     12     0.88      1.94      88.7      29      59      386      96.3     1.04     4.51    3.05     5.24  10 


(A)  FOREST  PRODUCTS 


GROUP  AVERAGE 

42 

23 

9 

0.90 

1.90 

58.1 

29 

56 

351 

111.2 

1.66 

5.68 

4.13 

6.03 

12 

BOISE  CASCADE 

12 

37 

27 

7 

0  60 

1  61 

48  1 

75 

76 

385 

188  9 

-3.08 

5.52 

NA 

6  07 

1  "5 
1  o 

GEORGIA-PACIFIC 

12 

78 

34 

6 

2.00 

2.57 

90.8 

9 

63 

584 

132^ 

3.65 

12.27 

NA 

12.41 

13 

LOUISIANA-PACIFIC 

12 

27 

15 

14 

0.56 

2.07 

107.9 

-5 

46 

389 

95.1 

3.15 

1.99 

4.08 

2.20 

22 

RAYONIER 

12 

38 

25 

10 

1 .00 

2  61 

29  6 

26 

77 

283 

59  1 

2.35 

3,93 

NA 

4  74 

q 

UNIVERSAL  FOREST  PRODUCTS 

12 

9 

5 

11 

0.05(c) 

0.56 

17.0 

38 

10 

26 

51.0 

0.51 

0.80 

1.16 

o'92 

N 

WILLAMETTE  INDUSTRIES 

12 

61 

31 

6 

1.20 

1.98 

55.3 

28 

61 

337 

129.1 

3.23 

9.54 

7.16 

9.82 

11 

(B)  PAPER 

GROUP  AVERAGE 

42 

19 

13 

0.87 

1.96 

101.9 

29 

401 

89.4 

0.78 

4.01 

Q 

BOWATER 

12 

40 

21 

0 

u.ou 

J. .  D  i 

JO.O 

DO 

on 

9  77 

O  "3  Q  '3 

-0.59 

6.73 

NA 

0.4D 

10 

CHAMPION  INTERNATIONAL 

12 

47 

33 

6 

0.20 

0.42 

95.2 

32 

80 

505 

153.2 

0.38(b)  7.78 

2.59 

9.05 

12 

CHESAPEAKE 

12 

30 

18 

7 

0.80 

2.71 

23.8 

-10 

67 

208 

60.2 

1.58 

4.08 

2.74 

4.46 

4 

CONSOLIDATED  PAPERS 

12 

62 

24 

12 

1.48 

2.39 

44.4 

38 

27 

195 

30.3 

1.97 

5.16 

2.79 

6.84 

10 

FORT  HOWARD 

12 

20 

-29 

33 

0.00 

0.00 

53.4 

NA 

45 

95 

NA 

-6.02 

0.61 

NA 

1  70 

10 

INTERNATIONAL  PAPER 

12 

38 

28 

g 

1  00 

2.61 

254  0 

2 

74 

803 

1118 

1.73 

4.75 

2  47 

5  37 

JAMES  RIVER  CORP  OF  VIRGINIA  12 

32 

18 

22 

0.60 

1.90 

84.6 

61 

68 

362 

121.2 

-0.72 

1.46 

NA 

2^81 

14 

KIMBERLY-CLARK 

12 

77 

18 

20 

1.80 

2.35 

160.4 

53 

63 

702 

56.5 

3.33 

3.93 

3.85 

4.75 

6 

MANVILLE 

12 

13 

8 

18 

0.00 

0.00 

122.9 

40 

16 

81 

14.8 

0.33 

0.69 

0.38 

0.94 

N 

MEAD 

12 

57 

40 

9 

1.12 

1.96 

53.8 

8 

68 

442 

94.2 

1.52 

6.18 

3.90 

6.90 

6 

POTLATCH 

12 

40 

33 

11 

1.66 

4.11 

29,1 

8 

48 

260 

47.4 

1.68 

3.73 

2.14 

4.48 

15 

SCOn  PAPER 

12 

57 

13 

17 

0.40 

0.70 

152.2 

57 

74 

566 

136.3 

1.77 

3.30 

3.32 

3.98 

8 

WESTVACO 

10 

27 

21 

10 

0.88 

3.21 

101.5 

5 

52 

375 

35.5 

1.03 

2.80* 

1.35 

3.36 

5 

WEYERHAEUSER 

12 

45 

22 

9 

1.60 

3.54 

202.0 

19 

59 

745 

51.3 

2.85 

4.95 

4.74 

5,47 

8 

20  PUBLISHING  & 

BROADCASTING 

INDUSTRY  AVERAGE 

62 

12 

31 

0.98 

1.45 

173.8 

25 

52 

415 

50.8 

1.72 

1.92 

3.68 

2.35 

71 

(A)  BROADCASTING 

GROUP  AVERAGE 

49 

-11 

45 

0.07 

0.18 

288.8 

35 

50 

440 

65.4 

-1.88 

-1.02 

2.98 

-0.39 

216 

CABLEVISION  SYSTEMS 

12 

56 

-87 

NM 

0.00 

0.00 

23.9 

11 

37 

101 

43.5 

-13.72 

-10.28 

NA 

-8.39 

27 

CAPITAL  CITIES/ABC 

12 

124 

30 

24 

0.20 

0.16 

153.9 

45 

80 

854 

50.8 

4.42 

5.18 

5.36 

5.94 

4 

COMCAST 

12 

20 

-3 

NM 

0.09(c) 

0.47 

239.9 

26 

54 

392 

122.7 

-0.32 

-0.25 

NA 

-0.11 

190 

TELE-COMMUNICATIONS 

12 

19 

6 

NM 

0.00 

0.00 

820.5 

21 

50 

735 

92.4 

0.07 

-0.20 

NA 

-0.02 

850 

TURNER  BROADCASTING 

12 

28 

1 

65 

0.07 

0.25 

205.0 

71 

18 

119 

17.5 

0.15 

0.43 

0.59 

0.62 

8 

(B)  PUBLISHING 


GROUP  AVERAGE 

66 

20 

29 

1.30 

1.91 

132.8 

21 

52 

405 

45.2 

3.00 

3.05 

3.80 

3.41 

15 

DOW  JONES 

12 

38 

16 

19 

0.92 

2.40 

97.1 

24 

38 

308 

28.9 

1.83 

1.98 

NA 

2.23 

2 

DUN  &  BRADSTREET 

12 

62 

8 

16 

2.64 

4.23 

169.3 

13 

75 

757 

47.3 

3.70 

3.81 

3.78 

4.17 

2 

GANNEH 

12 

61 

14 

18 

1.40 

2.30 

140.2 

15 

58 

658 

58.5 

3.23 

3.39 

3.70 

3.67 

3 

KNIGHT-RIDDER 

12 

54 

22 

24 

1.48 

2.30 

48.7 

17 

57 

339 

62.3 

3.15 

2.66 

2.80 

3.55 

5 

McGRAW-HILLt  t 

12 

84 

18 

NA 

2.40 

2.87 

49.9 

26 

64 

497 

45.7 

4.10 

t  t 

2.19 

t  t 

t 

t  tBecause  Business  Week  is  owned  by  The  McGraw-Hill  Companies,  the  Scoreboard  does  not  include  forecasts  of  the  company's  earnings. 

MEREDITH 

06 

39 

9 

27 

0.40 

1.02 

27.5 

70 

53 

255 

44.5 

0.96 

1.44* 

1,95 

1.58 

5, 

NEW  YORK  TIMES 

12 

30 

16 

21 

0.56 

1.90 

95.8 

30 

50 

307 

40.5 

2.05 

1,40 

0.94 

1.50 

5 

READER'S  DIGEST  ASSOCIATION 

06 

50 

6 

21 

1.80 

3.58 

108.2 

-1 

33 

253 

36.2 

2.34 

2.35- 

2.75 

2.51 

5, 

SCRIPPS  (E.W.) 

12 

41 

16 

24 

0.52 

1.28 

80.0 

35 

26 

117 

13.9 

1.61 

1.67 

2.47 

1,90 

TIME  WARNER 

12 

40 

4 

NM 

0.36 

0.90 

384.2 

15 

56 

794 

55.7 

-0.27 

-0.40 

NA 

-0,29 

131. 

TIMES  MIRROR 

12 

32 

17 

41 

0.24 

0.74 

112.2 

-10 

44 

348 

75.9 

0.98 

0.79 

0.81 

1,23 

11. 

TRIBUNE 

12 

65 

20 

18 

1.12 

1.73 

53.6 

13 

54 

433 

52.9 

3.07(b)  3.57 

4.38 

3.99 

4, 

US  WEST  MEDIA  GROUP 

12 

18 

10 

95 

0.00 

0.00 

470.7 

NA 

NA 

NA 

NA 

0.61 

0.19 

NA 

0.27 

18, 

WASHINGTON  POST 

12 

304 

102 

18 

4.40 

1.45 

11.0 

22 

51 

179 

14.7 

14.55 

15.57 

16.05 

17.93 

3. 

21  SERVICE  INDUSTRIES 

INDUSTRY  AVERAGE 

32 

12 

18 

0.45 

1.46 

67.4 

26 

60 

265 

66.5 

1.06 

1.84 

2.18 

2.23 

8. 

(A)  CONSTRUCTION  &  ENGINEERING 

GROUP  AVERAGE 

31 

10 

20 

0.39 

1.16 

46.0 

19 

60 

291 

102.2 

-1.29 

1.16 

1.88 

1.64 

30. 

EG&G 

12 

19 

8 

19 

0.55(c) 

2.91 

52.7 

30 

53 

251 

49.0 

-0.58 

1.00 

1.07 

1.24 

7. 

FLUOR 

10 

65 

16 

23 

0.60 

0.92 

83.0 

52 

55 

558 

72.4 

2.32 

2.78* 

2.82 

3.14 

2. 

FOSTER  WHEELER 

12 

40 

14 

19 

0.78 

1.97 

35.9 

33 

55 

325 

93.9 

1.83 

2.05 

2.36 

2.40 

3. 

JACOBS  ENGINEERING  GROUP 

09 

24 

9 

19 

0.00 

0.00 

25.3 

32 

48 

126 

39.6 

0.75 

1.27* 

1.27 

1.49 

2. 

MORRISON  KNUOSEN 

12 

6 

0 

NM 

0.00 

0.00 

33.1 

-53 

57 

186 

255.9 

-10.75 

-1.32 

NA 

-0.08 

137. 

?BJ  INDUSHF  DISTRIBUTION 

GROUP  AVERAGE 

32 

14 

16 

0.46 

1.51 

51.9 

30 

53 

222 

55.9 

1.40 

2.09 

2.55 

2.48 

4. 

ARROW  ELECTRONi:  f. 

12 

47 

22 

11 

0.00 

0.00 

45.7 

31 

93 

280 

105.3 

2.40 

4.13 

8.12 

4.86 

4. 

AVNET 

06 

47 

32 

14 

0.50 

1.28 

43.3 

35 

77 

310 

88.4 

2.15 

3.32* 

3.10 

4.34 

4, 

BEARINGS 

06 

38 

21 

17 

0.84 

2.19 

7.8 

15 

71 

91 

34.8 

1.58 

2.20* 

2.07 

2.89 

6. 

BOISE  CASCADE  OFFIC.  PRODUCTS 

12 

37 

10 

28 

0.00 

0.00 

30.7 

NA 

15 

53 

NA 

NA 

1,33 

NA 

1.66 

2. 
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TheTI  ExtensaSSQ  Now  You  Can 
lET  The  Power  Of  A  Pentium  Processor 
ForThe  Price  Of  A486. 


4 

e/tENSA  550 

•  Pentium  75MHz 

•  PCI  Bus  architecture 

•  256KB  L2  cache 

•  1 0.4"  Dual  Scan  display 

•  8MB  RAM, 
upgradeable  to  40MB 

•  524MB  HDD 

•  Type  III  PCMCIA  slot 

•  Optional  CD-ROM 

•  Weight:  6.2  lbs. 

•  Serial  infrared  port 

^^^^       Designed  for 

(!« iffi 

-  Microsoft* 
PRnVHITl'  Windows*95 


START 


Mil 


EXTRAORDINARY 


ill 


There  are  many  portable  computers  from  leading  manufacturers  priced  like  the 
new  TI  Extensa  '  550.  Trouble  is,  they  probably  don't  come  with  Pentium®  processors. 
M  They  use  DX4  or  DX2  processors  to  power  their  machines.  And  that's 
just  the  beginning.  The  new  TI  Extensa  550  extends  the  power  ot  its 
I  Pentium  processor  with  256KB  of  L2  cache,  allowing  the  processor  to  work 

at  maximum  operating  efficiency, 
fjvj  What's  more,  the  new  TI  Extensa  550  uses  the  same  PCI  circuitry  tound 
in  most  desktop  models  for  blazingly  fast  video  monitors  and  improved  disk 
drive  performance.  The  new  TI  Extensa  550  also  comes  with  a  serial  infrared  port, 
which  lets  you  print  or  share  files,  wirelessly.  Thus  enabling  the  new  TI  Extensa  550, 
and  its  owner,  to  do  some  extraordinaiy  things. 

To  get  your  own  TI  Extensa  550  or  to  find  out 
about  our  other  models,  call  1-800-TI-TEXAS. 
E-mail:  2ti@msg.ti.com.  Internet:  (http://www.ti.com). 


Texas 
Instruments 


Extensa  and  "Start  Doing  Extraordinary  Things"  are  trademarks  ot'Texas  Instruments.  Pentium  and  the  Intel  Inside  logo  are  registered 
trademarks  of  Intel  Corp.  Microsoft,  Windows  and  the  Windows  logo  are  registered  trademarks  ol  Microsoft  Corp.  ©  1 995  TI. 


INVESTMENT  OUTLOOK  SCOREBOARD 


EARNINGS  PER  SHARE 


COMPANY 


BOOK  P-E 

RECENT    VALUE  RATIO 

SHARE      PER  1995 

PRICE     SHARE  EST 


1995 
DIVI- 
DEND 
RATE 


YIELD 

% 


SHRS. 
OUT 
MILS 


1995 
MARKET 

VALUE 
CHANGE 

% 


1996  ESTIMATES 


INSTITUTIONAL 
HOLDINGS 
%  NUMBER 


1995 
TURN- 
OVER 


l/B/E/S 
1995 
1994  ANALYST 
ACTUAL  EST 


BASED 
ON 
5-YR. 
TREND 


FROM  ANALYSl 


l/B/E/S  VARI 
CON-  TIOI 
SENSUS  % 


CRANE  12  34  12  14  0.75  2.20  30,5  29  50  253  49.4  1.86     2.44  2.07  2.82 

ENRON  12  38  12  18  0.85  2.27  253.1  24  54  707  45.2  1.80     2.07  2.44  2.39 

FISHER  SCIENTIFIC  INTERNATIONAL  12  33  14  16  0.08  0.25  16.2  33  86  163  101.5  2.00(b)  2.01  3.15  2.40 

GENUINE  PARTS  12  41  13  16  1.26  3.11  122.8  13  52  480  33,5  2.33     2.53  2.56  2,81 


GRAINGER  (W.W.)  12  67  22  18  0.92  1.38  50,8  16  53  467  54,1  2.50  3.57  3.47  4.09 

HUGHES  SUPPLY  01  25  23  12  0.28  1.07  5.3  54  48  61  35.5  1.79  2.17  3.12  2.38 

KAMAN  12  12  8  12  0.44  3.83  18.4  6  49  92  49.1  -0.93  0.99  0.95  1.15 

PIONEER-STANDARD  ELECTRONICS  03  15  6  12  0,12  0.81  23.2  46  58  123  87.4  1.09  1.27  1.75  1.48 


^  1* 

(  m 
-  mil 


PREMIER-INDUSTRIAL 

REXEL 

UNIVAR 


05 
12 
02 


25  6  17 
14  7  17 
12        9  13 


0.44 
0.00 
0,30 


1.77 
0.00 
2.45 


83.1 
24.1 
21.7 


3 

130 
-11 


15 
28 
17 


139 
68 
48 


12.5 
75.5 
10.3 


1.28  1.45 
0.39  0.78 
-0.76  0.94 


1.57 
0.58 
0.48 


1.65 
0.94 
1.35  1 


(C)  POLLUTION  CONTROL 

GROUP  AVERAGE 


30      11      16     0.64     2.15    354.9      14      64      805      74.8     1.57     1.88     1.74    2.09      2  | 


BROWNING-FERRIS  INDUSTRIES 
WMX  TECHNOLOGIES 


09 
12 


30 
30 


13 
10 


16 
16 


0.68 
0.60 


2.26 
2.03 


213.0 
496.9 


15 
13 


69 
60 


692 
918 


90.3 
59.3 


1.52 
1.52 


1.93(b;  1.86 
1.82  1.63 


2.13 
2.04 


-  liiPi 


(D)  PRINTING  &  ADVERTISING 

GROUP  AVERAGE 


43 


12      18     0.68      1.45      61.8      36      73      321      51.8     1.95     2.34    2.37  2.67 


ADVO 

09 

27 

6 

20 

0.10 

0.38 

20.8 

54 

64 

110 

63.5 

1,05 

1.33(b)  0.91 

1.50  ' 

BANTA 

12 

44 

17 

17 

0.56 

1.28 

20.2 

45 

72 

224 

84,5 

2.33 

2.60 

2.91 

2.94 

DONNELLEY  {R.R.)&  SONS 

12 

38 

13 

19 

0.72 

1,88 

153.5 

31 

74 

530 

30,0 

1.75 

2.01 

1.88 

2.30 

INTERPUBLIC  GROUP 

12 

38 

9 

18 

0.52 

1,52 

78.2 

20 

80 

445 

39,1 

1.53 

2.15 

2.19 

2.47  ; 

OMNICOM  GROUP 

12 

57 

15 

18 

1.40 

2.10 

36.3 

30 

77 

297 

42,1 

3.07(b)  3.52 

3.96 

4.14  ( 

(E)  OTHER  SERVICES 

GROUP  AVERAGE 

27 

10 

19 

0.34 

1.43 

51.5 

22 

61 

199 

68.6 

1.18 

1.63 

1.83 

2.02  e 

BORG-WARNER  SECURITY 

12 

12 

2 

36 

0.00 

0.00 

23.2 

22 

72 

63 

33,9 

0.55 

0.33 

N.A 

0.90  1 

CDI 

12 

19 

8 

16 

0.00 

0.00 

19.7 

-7 

33 

88 

56,4 

1.13 

1.16 

1.09 

1.53  < 

cue  INTERNATIONAL 

01 

38 

3 

44 

0.00 

0.00 

178.3 

78 

94 

485 

55,5 

0.57 

0.85 

1.40 

1.09 

HANDLEMAN 

04 

6 

9 

10 

0.44 

7.04 

33.5 

-45 

73 

237 

79.5 

0.84 

0.52 

0.71 

1.05  2( 

HEALTH  SYSTEMS  INTERNATIONAL 

12 

33 

5 

16 

0,00 

0.00 

49.5 

9 

16 

90 

49,8 

1.77 

2.08 

1.45 

2.38  ' 

INACOM 

12 

13 

14 

13 

0.00 

0.00 

9.9 

91 

68 

50 

197.0 

-0.22 

1.03 

1.02 

1.45  f 

KELLY  SERVICES 

12 

28 

12 

15 

0.80 

2.91 

38.0 

0 

43 

155 

72.8 

1.51 

1.84 

1.58 

2.11  ; 

MANPOWER 

12 

27 

4 

16 

0.14 

0.52 

74.3 

-5 

96 

290 

98.1 

1.12 

1.63 

NA 

2.01  : 

OLSTEN 

12 

40 

11 

20 

0.32 

0.80 

42.8 

30 

61 

255 

57.8 

1.61(b)  2.01 

2.70 

2.40  r 

PHH 

04 

46 

33 

10 

1.35 

2.97 

17.1 

31 

84 

225 

37.1 

4.15 

4.59 

5,05 

5.06 

PINKERTON'S 

12 

20 

13 

17 

0.00 

0.00 

8.3 

4 

57 

55 

60.0 

-1.24 

1.17 

0,64 

1.55  r 

SERVICE  CORP  INTERNATIONAL 

12 

41 

13 

24 

0.44 

1.08 

96.3 

50 

82 

427 

68.9 

1.51 

1.69 

1,93 

2.05 

SERVICEMASTER 

12 

30 

5 

14 

0.95 

3.24 

78.1 

25 

13 

137 

15.0 

1,81 

2.15 

2.51 

2.47 

ii 


22  TELECOMMUNICATIONS 


INDUSTRY  AVERAGE 


38 


11     21     1.20     3.06    440.6      26      47      696      78.1      1.82     2.19    2.34  2.41 


(A)  EQUIPMENT  &  SERVICES 

GROUP  AVERAGE 


34 


12     30     0.40      1.14    439.0  24 


61 


714    140.3     1.20     1.63    2.30  1.85 


AIRTOUCH  COMMUNICATIONS 

AT&T 

COMSAT 

DSC  COMMUNICATIONS 


12 
12 
12 
12 


29 
66 
19 
40 


7  101 

13  19 

18  19 

9  23 


0.00 
1.32 
0.78 
0,00 


0.00  494.8 

2.00  1585.4 

4.03  47.3 

0.00  115.3 


1 

32 
5 
12 


57  940 

35  1582 

71  231 

85  618 


49.6 
40.5 
80.0 
423.5 


0.20 
3.01 
1.64 
1.39 


0.29 
3.47 
1.02 
1.75 


NA 
4.56 
1.13 
2.71 


0.44 
3,89 
1.18 
2.34 


MCI  COMMUNICATIONS 
SCIENTIFIC-ATLANTA 
SPRINT 
WORLDCOM 


12 
06 
12 
12 


27 
16 
40 
33 


14 
6 
14 
12 


17 
19 
14 
24 


0.05 
0.06 
1.00 
0.00 


0.19  578.0  45 

0.38  77.2  -23 

2.50  348.5  45 

0.00  155.0  73 


53  831 

82  347 

59  784 

49  375 


103.7 
172.0 
48.3 

204.5 


1.32 
0.46 
2.53 
-0.95 


1.54 
0.83' 
2.80 
1.37 


1.95 
0.83 
2.89 
2.01 


1.73 
0.53 
2.93 
1.77 


2 
- 


(B)  TELEPHONE  COMPANIES 

GROUP  AVERAGE 


41      12     16     1.73      4.34  440.5 


28 


37      684      36.8     2.23     2.56    2.37  2.79 


ALLTEL 
AMERITECH 
BELL  ATLANTIC 
BELLSOUTH 


12 
12 
12 
12 


30 
55 
53 
39 


10 
12 
15 
12 


17 
15 
15 
17 


0.95 
2.00 
2.80 
1.44 


3.25  188.9  -2 

3.54  554.0  37 

4.44  437.3  27 

3.70  992.8  44 


38  440 

37  854 

32  811 

15  893 


33,1 
21,7 
24,7 
21,9 


1,43 
2.13 
3.21 
2.18 


1.75 
3.38 
3,86 
2,24 


1.76 
3.03 
3.59 
2.04 


1.95 
3.65 
4.14 
2.42 


2 


CINCINNATI  BELL 

FRONTIER 

GTE 

NYNEX 


12 
12 
12 
12 


30 
25 
43 
50 


10 
11 
14 


18 
19 
15 
15 


0.80 
0.83 
1.88 
2.35 


2.58  66.3  77 

3.21  81.9  37 

4.41  958.5  41 

4.74  427.1  37 


38  195 

55  295 

40  1141 

38  757 


31.7 
94.4 
32.3 
30.9 


1.15 
1.50 
2.55 
1.89 


1.57 
1.37 
2.59 
3.25 


1.38 
1.62 
2.19 
2.86 


1.90 
1.72 
2.81 
3.49 


1  film 

2  iw 
2 


PACIFIC  TELESIS  GROUP  12  30  13  12  2.18 

SBC  COMMUNICATIONS  12  54  10  18  1  65 

SOUTHERN  NEW  ENGLAND  TELECOMMS.  12  35  16  14  1.75 

US  WEST  COMMUNICATIONS  GROUP  12  31  7  13  2.14 


7.27  424.1  5 

3.05  609.9  34 

4.85  54.9  13 

6.85  470.7  -12 


42  720 

35  970 

33  273 

44  852 


50.7 
23.7 
33.0 
43.4 


2.58 
2.74 
2.77 
2.53 


2.44 
3.08 
2.54 
2.41 


1.51 
3.37 
2.93 
2.02 


2.49 
3.40 
2.93 
2.52 


2  3  TRANSPORTATION 


JNDUSTRY  AVERAGE 

(A)  *?iir:L!f-3ES 
GROUP  AVERAGE 


44      17     21     0.49      1.08      57.2      47      67      269    128.7     0.85     3.04    4.27  3.88 


59 


11      15     0.03     0.05      58.0    138      60      235    205.5    -3.77     4.88    2.10    6.22  20 


ALASKA  AIR  GROUP 

12 

18 

16 

23 

0.00 

0.00 

13.4 

21 

63 

103 

291.5 

1.62(b)  0.80 

NA 

1.63 

AMERiC?  WEST  AIRLINES 

12 

18 

14 

14 

0.00 

0.00 

45.2 

124 

35 

71 

125.9 

NA  1.31 

NA 

1.53 

AMR 

12 

■7 

49 

12 

0.00 

0.00 

75,0 

44 

93 

589 

228,3 

4.51  6.61 

NA 

8.25 

CONTI^  z^TAL  AIRLINES 

12 

i9 

9 

9 

0.00 

0.00 

27,6 

337 

34 

70 

97.3 

-23.76  4.14 

NA 

5.34 

DELTA  A. R  LINES 

05 

73 

36 

19 

0.20 

0.25 

50.8 

54 

88 

400 

258.5 

-4.72(b)  4.01* 

NA 

7.50 

25  Ifiti 
6 
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VESTMENT  OUTLOOK  SCOREBOARD 


EARNINGS  PER  SHARE 


1996  ESTIMATES 


BOOK 

P-E 

1995 

1995 
MARKET 

1995 

l/B/E/S 

BASED 

FROM  ANALYSTS 

RECENT 

VALUE 

RATIO 

DIVI- 

SHRS, 

VALUE 

IN^IIIUIIUNAL 

TURN- 

1995 

ON 

l/B/E/S 

VARIA- 

SHARE 

PER 

1995 

DEND 

YIELD 

OUT 

CHANGE 

HOLDINGS 

OVER 

1994 

ANALYST 

5-YR 

CON- 

TION 

MPANY 

FY 

PRICE 

SHARE 

EST, 

RATE 

MILS. 

% 

% 

NUMBER 

% 

ACTUAL 

EST 

TREND 

SENSUS 

% 

JTHWEST  AIRLINES 

12 

50 

-9 

10 

0.00 

0.00 

90.4 

243 

33 

116 

107.3 

2.92 

4.87 

NA 

5.30 

11.1 

JTHWEST  AIRLINES 

12 

25 

9 

21 

0.04 

0.16 

143.7 

50 

47 

408 

120.4 

1.22 

1.20 

2.10 

1.59 

5.3 

12 

210 

-11 

10 

0.00 

0.00 

12.7 

145 

92 

154 

240.9 

0.75 

21.25 

NA 

23  56 

8  2 

ilR  GROUP 

12 

13 

-17 

NM 

0.00 

0.00 

62.5 

222 

51 

205 

379.4 

-12.73 

-0.29 

NA 

1  05 

83  8 

RAILROADS 

OUP  AVERAGE 

65 

26 

24 

1.30 

1.73 

115.9 

42 

65 

528 

83.6 

3.95 

4.27 

5.87 

fi  A 

UINGTON  NORTHERN  SANTA  FE 

12 

81 

23 

14 

1.20 

1.49 

89.3 

68 

NA 

NA 

130.1 

4.38(b)  5.84 

5.72 

6.23 

3.9 

4RAIL 

12 

70 

37 

15 

1.70 

2.43 

82.6 

46 

80 

552 

124.0 

3.55(b)  4.75 

4.65 

5  32 

3  0 

C 

12 

88 

38 

13 

2.08 

2.37 

105.2 

26 

60 

647 

53.2 

6.23 

5.90 

5.55 

7  71 

1  8 

ilSAS  CITY  SOUTHERN  INDUSTRIES 

12 

46 

16 

20 

0.30 

0.65 

42.8 

47 

71 

189 

80.2 

2.32 

2.30 

3.23 

3  13 

4  2 

<FOLK  SOUTHERN 

12 

79 

37 

14 

2.08 

2.64 

129.8 

27 

60 

717 

35.2 

4.90 

5.45 

8.44 

5.95 

2.9 

JTHERN  PACIFIC  RAIL 

12 

24 

7 

75 

0.00 

0.00 

156.0 

32 

54 

235 

105.0 

1.53 

0.32 

NA 

0  95 

35  8 

lON  PACIFIC 

12 

68 

27 

16 

1.72 

2.54 

205.6 

49 

66 

827 

57.5 

4.66 

4.33 

5.52 

6  1 

TRANSPORTATION  SERVICES 

UUr  rtVtKMut 

1 

ID 

U.HU 

1  7 

72 

222 

1 

2.23 

2.38 

2.81 

6.7 

EXPRESS  INTERNATIONAL 

12 

24 

7 

15 

0.20 

0.85 

18.5 

25 

68 

130 

97.5 

1.21(b)  1.45 

1.70 

1.76 

6.8 

BORNE  FREIGHT 

12 

28 

19 

27 

0.30 

1.07 

21.1 

38 

92 

154 

125.7 

1.81 

1.05 

1.08 

1.75 

8.6 

ERCO 

03 

20 

18 

15 

0.00 

0.00 

38.6 

14 

1 

10 

9.1 

1.23 

1.33 

1.91 

1.45 

NM 

ALL 

12 

9 

17 

20 

0.04 

0.47 

19.4 

11 

66 

85 

110.4 

0.49 

0.43 

NA 

0.76 

5.3 

lERAL  EXPRESS 

05 

75 

41 

13 

0,00 

0.00 

56.5 

25 

81 

430 

86.8 

5.27 

5.88 

24.27 

6.54 

5.4 

"X 

12 

49 

35 

11 

1.60 

3.28 

20.0 

12 

87 

228 

50,4 

3.78(b)  4.41 

3.67 

4.87 

NM 

TSTON  SERVICES  GROUP 

12 

31 

12 

14 

0.20 

0.66 

41.6 

16 

86 

336 

100.5 

2.11 

2.25 

2.35 

2.51 

3.4 

)ER  SYSTEM 

12 

24 

15 

13 

0.60 

2.51 

79.1 

9 

91 

357 

58.7 

1.95 

1.85 

2.45 

2.34 

5.8 

NITY  INDUSTRIES 

03 

31 

17 

11 

0.68 

2.20 

41.5 

1 

74 

259 

81.9 

2.20 

2.72 

3.52 

3.14 

10.8 

TRUCKING  &  SHIPPING 


OUP  AVERAGE 

23 

15 

34 

0.41 

1.46 

30.7 

-9 

71 

176 

135.5 

1.16 

0.89 

1.89 

1.83 

20.9 

:XANOER  &  BALDWIN 

12 

24 

14 

27 

0.88 

3.63 

45.5 

9 

54 

183 

44.2 

1.62 

0.91 

0.89 

1.47 

12.2 

ERICAN  PRESIDENT 

12 

25 

19 

11 

0.40 

1.60 

26.8 

-3 

75 

158 

82.6 

2.30(b)  2.21 

2.48 

3.23 

5.5 

(ANSAS  BEST 

12 

8 

11 

NM 

0.04 

0.49 

19.5 

-33 

81 

59 

116.4 

0.74 

-0.50 

NA 

1.26 

18.3 

ISOLIDATED  FREIGHTWAYS 

12 

26 

16 

19 

0.40(c) 

1.52 

43.5 

40 

75 

289 

126.8 

1.00(b 

1.41 

NA 

2.08 

5.3 

NT  (J.  B.)  TRANSPORT  SERVICES 

12 

15 

10 

74 

0.20 

1.22 

38.7 

8 

39 

108 

96.7 

1.05 

0.22 

0.40 

0.81 

30.9 

JDSTAR  SYSTEM 

12 

25 

9 

12 

0.00 

0.00 

12.8 

-22 

87 

160 

247.3 

1.90 

2.08 

4.85 

2.42 

3.3 

;DWAY  SERVICES 

12 

50 

25 

79 

1.40 

2.79 

39.5 

-11 

50 

252 

112.4 

0.50 

0.64 

0.46 

2.80 

14.3 

r  FREIGHTWAYS 

12 

20 

10 

13 

0.37 

1.89 

21.9 

-23 

97 

145 

265.1 

1,51 

1,57 

2,27 

1.93 

6.2 

.LOW 

12 

12 

16 

NM 

0.00 

0.00 

28.1 

-50 

81 

213 

127.9 

-0,14 

-0.54 

NA 

0.45 

91.3 

1  UTILITIES  &  POWER 

JUSTRY  AVERAGE 

29 

19 

17 

1.49 

5.28 

126.0 

22 

41 

324 

40.6 

1.98 

2.15 

2.25 

2.29 

4.3 

ELECTRIC,  WATER  &  COGENERATION 

OUP  AVERAGE 

29 

20 

12 

1.70 

5.98 

161.1 

19 

38 

357 

42.2 

2.12 

2.36 

2.44 

2.43 

3.1 

.EGHENY  POWER  SYSTEM 

12 

28 

18 

14 

1,64 

5.91 

120.4 

29 

41 

259 

33,3 

1.85 

2.00 

1.98 

2.05 

2.9 

ERICAN  ELECTRIC  POWER 

12 

38 

23 

13 

2.40 

6.36 

185.3 

15 

32 

501 

39.3 

2.71 

2.85 

2.57 

2.94 

3.7 

LTIMORE  GAS  &  ELECTRIC 

12 

27 

19 

13 

1,55 

5.86 

147.5 

20 

37 

433 

38.7 

1.93 

2.07 

2.47 

2.19 

2.3 

STON  EDISON 

12 

28 

22 

11 

1,82 

6.56 

45.8 

19 

35 

155 

45.9 

2.41 

2.51 

2.85 

2.57 

1.5 

ROLINA  POWER  &  LIGHT 

12 

33 

17 

14 

1.76 

5.35 

155,4 

23 

31 

387 

30.6 

2.03 

2.40 

2.48 

2.50 

3.6 

mRIOR  ENERGY 

12 

10 

13 

6 

0.80 

8.31 

148.0 

8 

38 

147 

49.0 

1.38 

1.54 

1.35 

1.05 

9.4 

■JTRAL  &  SOUTH  WEST 

12 

27 

17 

13 

1.72 

6.40 

192.3 

20 

43 

523 

38.8 

2.08 

2.13 

1.97 

2.21 

2.7 

lERGY 

12 

29 

15 

14 

1.72 

5.86 

157.1 

27 

54 

469 

41.9 

1.30 

2.12 

1.50 

2,21 

3.2 

IS  ENERGY 

12 

27 

15 

12 

0.96 

3.52 

91,1 

25 

52 

257 

47.0 

2.09 

2.23 

NA 

2.37 

3.0 

NSOLIDATED  EDISON  CO.  OF  N.Y. 

12 

29 

24 

10 

2.04 

7.10 

234.9 

12 

34 

478 

30.5 

2.98 

2.82 

3.08 

2.83 

2.5 

TROIT  EDISON 

12 

33 

24 

12 

2.06 

5.31 

145,0 

25 

34 

395 

41.1 

2.67 

2.82 

2.70 

2.85 

3.5 

MINION  RESOURCES 

12 

40 

27 

14 

2.58 

5.51 

175.6 

12 

39 

442 

36.7 

2.81 

2.89 

2.88 

3.05 

2.5 

KE  POWER 

12 

45 

23 

14 

2.04 

4.55 

204.9 

18 

40 

581 

27.1 

2.88 

3.19 

3.24 

3.20 

4.4 

TERGY 

12 

28 

29 

12 

1.80 

5.45 

227.8 

28 

54 

484 

56.4 

1.49 

2.28 

1.87 

2.33 

4.7 

IRIDA  PROGRESS 

12 

34 

22 

14 

2.02 

5.88 

95.1 

15 

37 

304 

35.9 

2.28 

2.45 

2.35 

2.54 

2.0 

.GROUP 

12 

43 

24 

14 

1.75 

4.05 

184.9 

22 

42 

634 

44.8 

2.91 

3.12 

3.25 

3.24 

1.5 

NERAL  PUBLIC  UTILITIES 

12 

32 

25 

11 

1.88 

5.94 

116.4 

22 

62 

448 

54.5 

1.42 

2.85 

2.18 

2.95 

1.7 

USTON  INDUSTRIES 

12 

45 

32 

13 

3.00 

6.56 

131.3 

28 

42 

475 

53.7 

3.32 

3.47 

3.59 

3.73 

3.8 

INOVA 

12 

28 

20 

13 

1.00 

3.52 

75.6 

30 

65 

275 

54,0 

2.01 

2.27 

2.88 

2.45 

2.9 

NG  ISLAND  LIGHTING 

12 

17 

21 

8 

1,78 

10.39 

119.4 

12 

33 

153 

88.9 

2.15 

2.07 

2.05 

2.08 

3.8 

DAMERICAN  ENERGY 

12 

17 

12 

12 

1.20 

7.22 

99.7 

21 

1 

15 

16.5 

1.28 

1.35 

1.33 

1.37 

2.9 

W  ENGLAND  ELECTRIC  SYSTEM 

12 

39 

25 

13 

2.35 

6.05 

64.9 

21 

33 

264 

30.4 

3.07 

3.10 

2.79 

3.24 

1.5 

W  YORK  STATE  ELECTRIC  &  GAS 

12 

25 

24 

11 

1,40 

5.38 

71.5 

37 

36 

207 

51.3 

2.37 

2.47 

2.32 

2.54 

4,7 

\GARA  MOHAWK  POWER 

12 

10 

18 

7 

1.12 

11.34 

144.3 

-31 

40 

333 

95.2 

1.00 

1.47 

2.18 

1.48 

7.4 

'SCO  INDUSTRIES 

12 

37 

18 

14 

1.56 

4.22 

62.9 

22 

52 

330 

50.8 

2.48 

2.54 

2.87 

2.73 

3.3 

RTHEAST  UTILITIES 

12 

24 

19 

11 

1.76 

7.37 

126.5 

12 

31 

273 

38.1 

2.30 

2.23 

2.17 

2.35 

3.0 

RTHERN  STATES  POWER 

12 

47 

30 

13 

2.70 

5.74 

67,9 

8 

28 

357 

32.7 

3.46 

3.56 

3.52 

3.55 

3.0 

10  EDISON 

12 

23 

16 

11 

1.50 

5.59 

152,6 

23 

37 

344 

35.2 

1.97 

2.05 

0.53 

2.09 

1.9 

LAHOMA  GAS  &  ELECTRIC 

12 

41 

24 

13 

2.55 

5.57 

40.4 

22 

20 

198 

43.0 

3.01 

3.05 

2.79 

3.12 

2.2 

CIFIC  GAS  &  ELECTRIC 

12 

28 

21 

9 

1,95 

7.13 

418.4 

10 

41 

503 

33.2 

2.21 

3.04 

2.84 

2.85 

3.5 

CIFICORP 

12 

20 

13 

13 

1.08 

5.50 

284.3 

8 

35 

478 

41.5 

1.51 

1.49 

1.22 

1.55 

3.9 

CO  ENERGY 

12 

29 

20 

11 

1.74 

5.00 

222.0 

19 

38 

497 

45.1 

1.76 

2.63 

7.20 

2.74 

2.2 

<NACLE  WEST  CAPITAL 

12 

27 

22 

13 

1.00 

3.67 

87.4 

39 

69 

285 

54,4 

2.30 

2.13 

3.18 

2.26 

4,9 

TOMAC  ELECTRIC  POWER 

12 

25 

16 

15 

1.55 

5.78 

118.5 

34 

21 

224 

56,4 

1.79 

1.69 

1.80 

1.80 

2,8 

&L  RESOURCES 

12 

25 

16 

13 

1,57 

5.71 

158,4 

33 

22 

177 

NA 

1.41 

1.95 

1.59 

1.99 

3,0 

On  the  banks  of  the  Potomac,  the  world's  most  aggressive  industries  -  the  so-called  "knowledge- 
based"  businesses  -  are  takitig  off.  From  data  communications  to  biotechnology.  Greater 
Washington  is  hosting  unprecedented  growth.  No  wonder  Business  Week  has  chosen  Greater 
Washington  as  the  site  of  its  Symposium  of  Chief  Executive  Officers  for  the  past  eight  years. 
Our  region  offers  all  of  the  elements  crucial  to  business  success.  The  nation's  most  highly 
educated  work  force.  The  second  highest  concentration  of  science  ami  technology  companies. 
A  great  lifestyle.  Endless  parks.  Easy  access  to  international  markets.  Ami,  of  course,  excellent 
sy}}iposiuf}is.  The  monmnents  are  just  an  extra  added  attraction. 

Give  your  business  a  booming  opportunity,  call  the  Greater  Washington  Initiative. 


THERE'S  NO  PLACE  GREATER  ' 


I -800- 5 J '^-6783 


linp://www.  hot.  org/gwi.  html 


SPECIAL  ADVERTISING  SECTION 


le  1995  BusinessWeek  Symposium  of 


hief  Executive  Officers 


:  norable  Robert  Dole,  Majority  Leader,  United 

.enate 

e  1995  Business  Week  Symposium 
Chief  Executive  Officers  had  a 

itical  flavor,  with  visits  from  Newt 
igrich,  Bob  Dole,  Massachusetts  Gov. 
Uiam  Weld,  U.S.  Trade  Representative 
:key  Kantor,  President's  National 
jnomic  Adviser  Dr.  Laura  Tyson, 
late  Budget  Committee  Chairman 
e  Doinenici,  House  Ways  and  Means 
mmittee  Chairman  Bill  Archer,  House 
aublican  Conference  Chairman  John 
ehner.  Republican  National  Committee 
airman  Haley  Barbour,  and  Represen- 
ve  Barney  Frank  of  Massachusetts. 
But  the  pols  on  parade  did  not  prevent 
siness  Week's  Symposium  '95  from 
illing  its  primaiy  purpose:  to  be  a 
ce  vs'here  the  CEOs  of  America's 
yest  corporations  meet  to  share  leader- 
]p  insight. 


The  Honorable  Newt  Gingrich,  Speaker,  United  States 
House  of  Representatives 

"Of  This  I  Am  Certain..." 

Heidrick  &:  Stingglcs  Chairman  Gerard  Roche 
opened  the  Syniposiuin  chairing  a  dream 
panel  of  top  CEOs.  Roche,  dubbed  "head- 
hunting's  high  priest"  by  Business  Week  and 
easily  his  industry's  most  successful  executive, 
asked  each  panelist  to  respond  to  the  statement 
"Of  this  I  am  certain."  Here  are  some  of  the 
certainties  they  shared: 

From  Edwin  L.  Artzt,  retired  chainnan  of 
the  board  and  chief  executive,  Procter  and 
Gamble  Company: 

"I  am  certain  the  successful  CEO  must  create 
an  atmosphere  of  continuous,  constructive 
change.  As  CEO  only  you  can  perform  this 
job  of  altering  the  organization  mindset,  h  was 
tough  for  me  when  I  took  over  at  PScG.  I  had 
been  tliere  30  years.  The  last  thing  anyone 


BusinessWeek 


EXECUTIVE  PROGRAMS 


Beyond  lU'irs.  Iiitellv^eiice. 


The  Honorable  Mickey 
Kantor,  United  States 
Trade  Representative 


The  Honorable  William 
Weld,  Governor,  The 
Commonv^ealth  of 
Massachusetts 


The  Honorable  Dr.  Laura 
Tyson,  National  Economic 
Adviser  to  the  President 


By  Scfitt  S/inster,  comnltant 
to  Business  Week  Executive 
Programs,  and  chair  of 
the  annual  Business  Week 
Symposium  of  Chief 
Executive  Officers. 


SPECIAL  ADVERTISING  SE 


CTION 


The  1995 
BusinessWeek 
Symposium  of 
Chief  Executive 
Officers 


"To  be  a  great 
leader,  you've  got 
to  want  it. 
You've  got  to  be 
impassioned." 

Gerard  R.  Roche, 

chairman, 

Heidrick  &  Struggles,  Inc. 


"We  use  man- 
agement talent 
from  140  nations 
—  from  every 
country  we  work 
in  —  to  optimize 
what  we  do  in 
each  place." 

Edward  F.  Staiano, 
Ph.D., 

executive  vice-president. 
Motorola  Inc.;  president 
and  general  manager, 
Motorola  General 
Systems  Sector 


". . .  It  is  vital  that 
business  take  an 
active  role  . . ." 

David  J.  Drury, 

chairman  and  ctilef 
executive  officer. 
The  Principal  Financial 
Group 


Retirement  Income: 

A  Challenge  To  Business, 

Government,  and  the  Nation 


"Social  Security's 
original  purpose  was 
to  provide  basic 
retirement  support  for 
low-income  workers. 
To  think  that  Social 
Security  could  or 
should  do  more  than 
this  is  a  serious  misun- 
derstanding in  public 
thinking.  And  yet  the 
baby  boom  genera- 
tion is  saving  at  only 
one-third  of  the  rate 
necessary  to  enjoy 
their  pre-retirement 
standard  of  living  after 
they  retire.  We  must  look  to  private  personal 
savings  and  private  pension  plans  to  fulfill  this 
critical  national  need.  It  is  vital  that  not  only  our 
government  but  also  our  businesses  take  an  active 
role  in  providing  incentives  to  people  to  under- 
take the  additional  retirement  saving  they  need." 

expected  from  nie  wa,s  a  lot  of  change.  And 
our  company  has  an  f)perating  principle  that 
goals  should  come  from  the  bottom  up.  But  I 
felt  I  had  to  show  our  organization  a  set  of 
goals  that  they  would  not  set  for  themselves, 
and  that  they  had  a  better,  greater  performance 
within  them  if  they  would  just  unleash  it.  That 
is  one  of  die  jobs  of  the  leader." 

From  .\rthur  C.  Martinez,  chainnan  and  chief 
executive  oflicer,  Sears,  Roebuck  and  Co.: 

"Turnaround  does  not  equal  transformation, 
hi  the  flush  of  Sears'  20%  and  30%  earnings 
increases  there  is  a  desire  to  say  thejob"s 
done.  Nothing  could  be  furdier  from  the  truth. 
We  must  change  ourselves  from  a  company  so 
focused  on  itself  that  it  had  k)st  its  relationship 
with  its  customer,  into  a  customer-dominated 
company.  How  do  we  create  economic  and 
business  literacy  through  our  ranks  to  enable 
our  executives  and  associates  to  make  decisions 
on  behalf  of  the  customer?  That's  the  job  of 
the  ongoing  Sears  transformation." 


From  Charlotte  Beers,  chairman  and  chief 
executive  officer,  Ogilvy  8c  Mather  World 

"I'm  certain  the  best  thing  that  can  happen 
a  leader  is  to  have  your  employees  badger 
with  cjuestions  like  'Where  are  we  going?' 
Being  able  to  rally  your  world  around  a  cle: 
defined  direction  is  the  capacity  to  enhanci 
your  ever)'  eflbrt.  A  well-articulated  vision 
intorms  the  CEO's  eveiy  movement.  If  youi 
competitors  are  content  to  have  some  flat  bi  Kdnolog) 


ness  jargon  with  a  hint  of  self-interest  stand 
their  vision,  while  you  find  a  poetic,  inspirii 
heart-lifting  way  to  say  what  you  want  to  do 
what  you  believe  in,  what  your  dreams  are, 
you've  got  a  competitive  advantage." 


mitsttie! 
0  to  mat 
ler.bette 
tisiops," 


r.swprod 


piilerM'! 


sHGoo! 

"Ever-lncreasingly  Relatively  Smalle 
Home  Markets" 

Thousands  of  American  executives  are  now 
active  in  places  they  had  not  heard  of  in  19J 
the  year  of  the  first  Business  Week  Symposii 
of  Chief  Executive  Officers.  Thanks  to  the 
GATT,  NAFTA,  the  fall  of  communism  and 
worldwide  shift  toward  democracy  and  free 
markets,  crossing  frontiers  for  profit  is  easie 
than  it  used  to  be.  But  developing  a  coqaors 
conceptual  framework  for  internationalizati 
is  sdll  a  challenge. 

"Each  of  us  sees  the  abounding  evidence 
says  David  Whitwam.  chairman  and  CEO 
Whirlpool,  "America  and  all  the  developed 
economies  have  ever-increasingly  relatively 
smaller  home  markets."  So  Whirlpool  set  oi 
to  build  the  world's  first  integrated  global 
appliance  bu.siness,  something  nobody  but 
Whirlpool  believed  could  be  done.  This 
conceptual  leap  enabled  the  company  to  sec 
a  remarkable  global  success 

Ed  Staiano,  j)resident  of  Motorola's  celh 
lar  phones  business  faced  a  different  kind  o 
international  challenge.  "Cellular  went  from  iDanjeroi 
$2-billion  dollar  business  to  in  excess  of  a 
$10-biUion  business  in  five  years.  Hanging 
onto  this  thing  as  it  rockets  through  the  worl 
is  our  most  difficult  challenge,  particularly  f];,;^, 
when  70%  of  our  revenue  comes  from  outsil^f^jjjj^.^ 


BusinessWeell 


J'Sirdslriii 
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Beyond  news.  Iiitelh'ge/ice. 
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Technology 
srmits  the  smart 
EO  to  make 
ster,  better, 
jcisions." 


Ties  H.  Goodnight, 

jsident  and  chief 
acutive  officer, 
.S  Institute  Inc. 


the  United  States." 
Staiano  credits 
Motorola's  astounding 
cellular  success  to  two 
things:  "Our  completely 
decentralized  and 
entrepreneurial  organi- 
zational structure 
and  the  company's 
commitment  to  using 
management  talent 
from  140  nations  — 
from  every  country  we 
work  in  —  to  optimize 
what  we  do  in  each 
place." 


Innovation,  Please. 
Now. 

Massaging  knowledge 
)  new  products  is  a  primary  CEO  preoccu- 
ion.  Take  the  computer  business,  starkly 
cribed  by  Alan  G.  Lutz,  corporate  executive 
2-president  and  president  of  the  Unisys 
mputer  Systems  Group:  "The  price-to- 
formance  ratio  of  computers  improves  40% 


per  year.  If  I  can't  do  that  in  jjerformance  I 
have  to  give  it  up  in  price.  So  innovatic^n  is  a 
human  characteristic  that  we  study  carefully. 
We  have  discovered  that  innovation  occurs 
more  rapidly  in  smaller  units.  That's  why  we 
expose  our  engineers  to  small  companies. 

"We  have  also  discovered  a  cultural  diversity 
effect:  if  we  take  North  Americans  and  team 
them  with  Asians  and  Europeans,  that  works. 
We  encourage  innovation  with  a  passion." 

It  is  not  only  technologists  who  innovate: 
managers  and  leaders  do,  too. 

"Technology  permits  the  smart  CEO  to 
make  faster,  better,  decisions,"  says  James  H. 
Goodnight,  president  and  chief  executive 
officer  of  SAS  Institute.  "Informed  CEOs 
log  on  every  morning  and  fire  up  an  executive 
information  system  to  check  their  enterprise 
data.  Constant  availability  of  hesh  informa- 
tion enables  constant  fine-tuning  of  company 
activities.  For  a  lot  of  CEOs,  these  leader- 
ship tools  are  the  difference  between 
success  and  failure.  Too  few  CEOs  take  full 
advantage  of  these.  Leaders  must  be  innova- 
tive to  compete  in  today's  fast-changing 
marketplace." 
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TANDARDIZATION  MANAGEMENT  SAVES  EIGHTY-ThREE  MILLION  DOLLARS 


'he  news  that  set  CEO  pens  scribbling  at  the  1995  Business  Week  Symposium 
\/as  Arneritech  Chairman  and  CEO  Richard  C.  Notebaert's  nonchalant 
nncuncement  that  he  had  just  saved  $83-million  in  nine  months  through 
omething  called  "strategic  standardization."  "That  is  a  sizable  sum  of  money,"  he 
leadpanned.  "We  have  60,000-f-  employees,  so  you  can  extrapolate  for  yourself 
vhat  this  could  mean  for  you." 

Strategic  standardization  is  a  process  developed  by  the  American  National 
itandards  Institute  (ANSI),  a  private  not-for-profit  membership  organization. 
\NSI  helps  member  companies  such  as  Ameritech  with  internal  standardization, 
ind  also  has  the  global  task  of  coordinating  thousands  of  U.S.  voluntary  standards 


Sergio  Mazza, 

president,  American 

md  representing  the  U.S.  within  the  ISO  and  other  international  standards  bodies.   National  Standards 


II  liLILULC 

\  Dangerous  Situation 

-larmonization  of  standards  is  high  on  the  U.S.  trade  policy  agenda  but  gets  little  attention  from  American 
:ompanies.  ANSI  President  Sergio  Mazza,  former  head  of  Memorex  U.S.A.,  warns  of  "a  dangerous  situation, 
n  smaller  countries  that  rely  more  heavily  on  international  trade,  harmonization  of  standards  is  high  on  every 
ZEO's  personal  action  agenda.  They  work  hard  to  make  their  standards  the  world's  standards.  Meanwhile," 
iays  Mazza,  "American  CEOs  are  asleep.  Few  have  any  personal  involvement  in  this."  AMP  President 
A/illiam  J,  Hudson  warned  the  CEOs  that  "unless  you  get  involved,  we  could  end  up  having  to  play  by  our 
rompetitors'  rules." 

The  American  National  Standards  Institute  (ANSI)  is  a  not-for-profit  corporate  membership  organization  fighting 
m-  the  application  of  U.S.  standards  around  the  world.  Write  ANSI  at  11  West  42nd  Street,  New  York,  NY  10036. 
'^allANSIat  (212)  642-4900.  Fax  A.NSI  at  (212)  398-0023. 


The  1995 
BusinessWeek 
Symposium  of 
Chief  Executive 
Officers 


"We  encourage 
innovation  with 
a  passion." 

Alan  G.  Lutz, 

corporate  executive 
vice-president  and 
president.  Computer 
Systems  Group, 
Unisys  Corporation 


"90%  of  the 
resources  spent 
on  IT  are  still 
being  applied  to 
nothing  more 
than  doing 
yesterday's  tasks 
better  or  faster." 

Don  Hawley, 

president  of  manage- 
ment consultants 
Symmetrix,  Inc. 
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Cadillac  =  Innovation  and 
Technology  Central 


The  1995 
BusinessWeek 
Symposium  of 
Chief  Executive 
Officers 


"Real  gains  in 
leadership  ability 
can  be  made 
through  training." 

Dr.  Michael  Useem, 

professor  of  manage- 
ment, The  Wharton 
School  of  The  University 
of  Pennsylvania 


The  BusinessWeek  Executive 
Programs  CEOs  -Only 
Presidential  Poll 

Leaders  Like  a  Leader 

The  big  surprise  of  the  1995  Business  Week 
Symposium:  a  41%  preference  for  Colin 
Powell  among  the  CEOs  of  large  firms  at  the 
gathering.*  And  73%  of  this  overA'helmingly 
Republican  group  of  business  leaders  indicated 
dissatisfaction  with  the  performance  of  the 
Republican  congressional  leadership.  Every 
vote  was  cast  by  the  CEO  of  a  large  firm 
(annual  revenues  $250M  +  ), 

CEOs'  Presidential  Preference  Results:* 


Bill  Bradley 

5% 

Bill  Clinton 

4% 

Bob  Dole 

19% 

Colin  Powell 

41% 

Lamar  Alexander 

2% 

Newt  Gingrich 

9% 

Pat  Buchanan 

0% 

Pete  Wilson 

4% 

Phil  Gramm 

3% 

Others  or  "Still  Waiting"                   1 1  % 

*Audience  polling  system  provided  by  Quick  Tally 
Interactive  Systems  of  Beverly  Hills.  California. 
Poll  conducted  prior  to  the  withdrawal  of  Powell 
and  Wilson. 


Don  Hawley,  president  of  management 
consultants  Symmetrix,  Inc.,  agrees  that,  for 
too  many  CEOs,  information  technology  is  an 
underutilized  asset  and  a  missed  opportunity. 
That  gap  offers  the  innovators  among  them  a 
tremendous  opportunity  for  chiving  their 
business  past  its  competition.  "90%  of  the 
resources  spent  on  IT  are  still  being  applied 
to  nothing  more  than  doing  yesterday's  tasks 
better  or  faster.  That's  both  a  tragedy  and  an 
invitation.  The  same  IT  spending  can  help 
redehne  customer  relationships  and  achieve 
the  rapid  adaptations  you  need  to  stay 
competitive.  When  IT  is  applied  as  a  strategic 
asset  rather  that  just  an  implementation 
tool,  it  can  open  up  countless  doors  to  new 
customers,  new  markets,  and  new  profits." 

Bulletin:  Leaders  CAN  Be  Made! 

The  belief  that  "leaders  are  made,  not  born"  is 
particularly  widesj^read  among  leaders  them- 
selves. But  a  need  for  leadership  talent  at  all 
levels  of  the  corporation  is  sending  CEOs  run- 
ning to  the  business  schools,  begging  for  leaders. 
"The  need  for  leadership  is  exacerbated  by 
flattened  corporate  organiza- 
tions, improved  intra-organi- 
zational  comnumication. 
globalization,  and  general 
industiy  turbulence,"  says 
Dr.  Michael  Useein.  profes- 
sor of  management  at  The 
Wharton  School  of  The 
University  of  Pennsylvania 
and  a  member  of  the  small 
team  that  creates  Wharton's 
leadership  curriculum. 

"There  is  nothing  that 
will  clear  your  sinuses  better 
than  getting  an  honest  and 
anonymous  evaluation  from 
20  sub(jrdinates,"  says  Bell 
.Atlantic  Chairman  and  CEO 
Ray  Smith.  "The  work  we 
have  done  with  Wharton  has 
revealed  techniques  diat 
definitely  improve  communi- 
cation and  enhance  team 
jjerfbmiance.  It  creates  people 
who  are  able  to  handle 
constructive  input  as  well  as 
congratulatory'  input." 


John  O.  Grettenberger, 

Cadillac  General  Manager 
and  General  Motors 
Vice-President 
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"Technology  leader- 
ship  is  a  key  attribute 
of  the  Cadillac  brand, 
In  1 909  v^e  invented 
interchangeable  auto 
parts.  In  1913  we 
developed  a  new  wayf  ■  •"■ 
for  you  to  start  your 
car  so  you  wouldn't 
have  to  get  out  and 
crank  it  any  more. 
Ten  years  later  we 
came  up  with  the  first  successful  mass  productior 
engine:  the  V8. 

"The  Cadillac  V8  is  probably  the  world's  best 
example  of  an  upgradeable  innovation.  We  have 
refined  it  for  73  years  to  meet  the  demand  for 
more  horsepower,  smoother  and  quieter  opera- 
tion, better  fuel  economy,  and  lower  emissions. 

"Innovations  like  anti-lock  braking,  traction 
control,  and  computer  controlled  suspension 
systems  have  resulted  in  Cadillacs  that  are  safer, 
more  comfortable,  easier  to  drive  —  in  short, 
more  competitive.  All  these  technologies  come 
together  in  Cadillac's  Northstar  System. 

"Northstar  receives  attention  for  its  spectaculai 
engine,  but  it's  much  more.  Northstar  is  a  system 
comparable  to  a  highly-integrated  computer 
network.  It  links  powertrain,  chassis,  and  safety 
systems  into  a  single  entity  so  that  no  part  ever 
fights  with  any  other  part.  It  is  a  holistic  car. 
That's  how  Northstar  allows  the  owner  to  go 
100,000  miles  between  tune-ups.  I'll  say  that 
again:  100,000  miles  between  tune-ups. 

"In  Northstar.  Cadillac  engineers  have  created 
a  broadly  flexible  platform  on  which  we  can 
mount  new  vehicle  ride  and  handling  innovations 
for  each  of  our  distinct  products.  Like  the  V8,  the 
Northstar  system  gives  us  the  ability  to  upgrade 
and  maintain  our  competitive  advantage  over 
time  and  to  create  a  higher  standard." 
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Beyond  news.  Intelligeiice. 
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EARNINGS  PER  SHARE 
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American  Financial  Group  17b 

AutoZone  8 

Bindley  Western  Inds  12a 

Carson  Pine  Scott  8 

Coltec  Industries  15c 

American  General  17b 

Avery  Dennison  153 

Birmingham  Steel  16b 

Case  15c 

Columbia  Gas  24b 

American  Greetings  14d 

Avian  23c 

Blacks  Decker  15b 

Caterpillar  15c 

Columbia/HCA  Healthcare  12c 

American  Home  12b 

Avnet21b 

Block  (H&R)  17a 

CBI  Industries  4 

Comcast  203 

American  IntI  Group  17b 

Avon  Products  6d 

Boatmen's  Bancshaies  3b 

CDl21e 

Comdisco  18c 

American  President  23d 

Boeing  1 

Centeiior  Energy  24a 

Comerica  3b 
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Boise  Cascade  19a 

Centex  13b 

Commercial  Metals  16b 

American  Standard  133 

Baker  0,)  8 

Boise  Cascade  Office  Prods  21b 

Central  8.  South  West  24a 

Compaq  Computer  18b 

American  Stores  lOc 

Baker  Hughes  lib 

Borders  Group  8 

Ceridian  18c 
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AmeriData  Technologies  18c 

Ball  7a 

Borg-Warner  Automotive  2b 

Champion  IntI  19b 
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AmeriSource  Health  12a 
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Computer  Associates  18c 
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Baltimore  G&E  24a 
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Computer  Sciences  18c 
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Bowater  19b 
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Bank  of  Boston  33 
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Conseco  17b 

Anheuser-Busch  6c 

Banta  21d 

Brown  Group  6a 

Chubb  17b 

Consolidated  Edison  24a 

Anixter  International  5 

Bard  (C  R  )  12d 

Brown-Forman  6c 

Cigna  17b 

Cons  Freightways  23d 

Aon  17b 

Barnes  8.  Noble  8 

Browning-Ferns  21c 

Cincinnati  Bell  22b 

Cons  Natural  Gas  24b 

Apple  Computer  18b 

Barnett  Banks  3c 

Brunswick  14d 

Cincinnati  Financial  17b 

Consolidated  Papers  19b 

Applied  Materials  15c 

Bausch  &  Lomb  12d 

Burlington  Coat  Factory  8 

Cincinnati  Milacron  15b 

Consolidated  Stores  8 

Arcadian  4 

Baxter  International  12d 

Burlington  Industries  15d 

CINergy  24a 

Continental  Airlines  233 

Archer  Daniels  10b 

Bay  Networks  18c 

Burlington  Northern  Santa  Fe  23b 

Circle  K  10c 

Cooper  Cameron  lib 

Arco  Chemical  4 

Bear  Stearns  17a 

Burlington  Resources  11a 

Circuit  City  Stores  6b 

Cooper  Industries  9a 

Arkansas  Best  23d 

Bearings  21b 

Circus  Circus  14c 

Cooper  Tire  S  Rubber  2c 

Armco  18b 

Beckman  Instruments  9c 

Cirrus  Logic  9d 

Coors  (Adolph)  6c 

Armstrong  World  6b 

Becton,  Dickinson  12d 

Cabletron  Systems  18c 

Cisco  Systems  18c 

CoreStates  Financial  3a 

Arrow  Electronics  21b 

Bell  Atlantic  22b 

Cablevision  Systems  20a 

Citicorp  33 

Corning  15a 

ArviR  Industries  2b 

BellSouth  22b 

Cabot  4 

Citizens  17b 

Countrywide  Credit  17a 

Asatco  16c 

Bemis  7b 

Caldor  8 

Clorox  6d 

CPC  International  10b 

Ashland  11a 

Beneficial  17a 

California  Federal  Bank  17c 

CMS  Energy  24a 

Crane  21b 

AST  Research  18b 

Bergen  Brunswig  12a 

Campbell  Soup  10b 

CNA  Financial  17b 

Cray  Research  18b 

AT&T  22a 

Berkley  (W,R)  17b 

Capital  Cities/ABC  20a 

Coastal  1l3 

Crestar  Financial  3c 

ATST  Capita!  173 

Best  Buy  6b 

Cardinal  Health  12a 

Coca-Cola  6c 

Crown  Central  Petroleum  11a 

Atlanta  Gas  Light  24b 

Best  Products  8 

Caremark  IntI  12c 

Coca-Cola  Enterprises  6c 

Crown  Cork  &  Seal  73 

Atlantic  Richheld  11a 

Bethlehem  Steel  16b 

Carnival  14d 

Colgate-Palmolive  6d 

CSX  23b 

Automatic  Data  18c 

Beverly  Enterprises  12c 

Carolina  Power  243 

Collins  &  Aikman  15d 

cue  International  21e 

Cummins  Engine  2b 
Cyprus  Amax  Minerals  16c 
Cytec  Industries  4 


Dana  2b 

Danaher 15b 

Darden  Restaurants  14a 

Data  General  18b 

Dayton  Hudson  8 

Dean  Foods  10b 

Dean  Witter,  Discover  17a 

Deere  15c 

Dell  Computer  18b 

Delta  Air  Lines  233 

Deluxe  I83 

Detroit  Diesel  2b 

Detroit  Edison  24a 

Dexter  4 

Dial  5 

Diamond  Shamrock  11a 
Digital  Equipment  18b 
Dillard  8 
Dimon  6e 
Disney  (Walt)  14b 
Dole  Food  10b 
Dollar  General  8 
Dominion  Resources  24a 
Donnelley  (R.R.)  21  d 
Dover  15c 
Dow  Chemical  4 
Dow  tones  20b 
Dresser  Industries  15c 
DSC  Commons  223 
Duke  Power  24a 
Dun  &  Bradstreet  20b 
DuPont  4 

Ouracell  International  15a 


INVESTMENT  OUTLOOK  SCOREBOARD 


ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  each  company  name  identifies  the  Scoreboard  category  under  which  it  is  listed 


Eastern  Enterprises  24b 
Eastman  Chemical  4 
Eastman  Kodak  14(1 
Eaton  2b 
Eclilin  2b 
Eckeid  12a 
Ecolab  6d 
Edwaids  (A  G  I  17a 

EGSG21a 

Egghead  18a 

El  Paso  Natural  Gas  24b 

Electronic  Data  Systems  18c 

EMC  18b 

Emerson  Electric  9a 
Engelhard  4 
Enron  21b 
Enserch  24b 
Entergy  24a 
Equifax  17a 
Equitable  17b 
Equitable  Resources  24b 
Ethyl  4 
Exide  15a 
Exxon  11a 


Family  Dollar  Stores  8 
Fannie  Mae  1 7a 
Federal  Express  23c 
Federal  Home  Loan  17a 
Federal  Paper  Board  7b 
Federal-Mogul  2b 
Federated  Dept  Stores  8 
Ferro  4 

FHP  International  12c 
fieldcrest  Cannon  15d 
fifth  Third  Bancorp  3b 
Fingerhut  8 

First  American  Finl  17a 

First  Bank  System  3b 

First  Brands  15a 

First  Chicago  NBO  3b 

First  Colony  17b 

First  Data  18c 

First  Fidelity  3a 

First  Interstate  Bancorp  3ll 

First  of  America  Bank  3b 

first  Union  3c 

first  USA  17a 

firstar  3b 

fisher  Scientific  21  b 
flagstar  14a 
fleet  financial  Group  3a 
Fleetwood  Ents  14d 
Fleming  10a 
Florida  Progress  243 
Flowers  Industries  10b 
Fluor  21a 
FMC  15c 

foamex  International  15a 

food  Lion  lOc 

ford  Motor  2a 

fort  Howard  19b 

Foster  Wheeler  21a 

Foundation  Health  12c 

FoxMeyer  Health  5 

FPL  Group  24a 

Franklin  Resources  17a 

freeport  McMoRan  16c 

Freeport-McMoRan  C4G  16c 

frontier  22b 

Fruit  ot  the  Loom  6a 

Fuller  (H  8  )  4 


Jacobs  Engineering  21a 
James  River  19b 

Gannett  20b 

Gap  8 

Jefferson  Smurfit  7b 

Gateway  2000  18b 

Jefferson-Pilol  17b 

GATX  23c 

John  Alden  Finl  17b 

Geico  17b 

Johnson  &  Johnson  12d 

GerCorp  1 

Johnson  Controls  15a 

Genentech  12b 

JP  Foodservice  10a 

General  Dynamics  1 

General  Electric  5 

General  Instrument  9b 

K  N  Energy  24b 

General  Mills  10b 

Kaiser  Aluminum  16a 

General  Motors  2a 

Kamari  21b 

General  Public  Uts.  24a 

Kansas  City  Southern  23b 

General  Re  17b 

Kaufmai'  f.  Broad  13b 

General  Signal  9a 

Kellogg  10b 

Genuine  Parts  21b 

Kellwood  6a 

Geon  4 

Kelly  Services  21  e 

Georgia  Guif  4 

Kemper  17b 

Georgia  f'acilic  19a 

Kennametal  15b 

Giant  Food  IQc 

Kerr-McGee  11a 

Gillette  6d 

Glendale  federal  Bank  17c 
Golden  West  17c 
Goodrich  (B  f  j4 
Goodyear  Tire  &  Rubber  2c 
Grace  (W,R)4 
Grainger  (W  W.)  21b 
Great  A&PIOc 
Great  Lakes  Chemical  4 
Great  Western  17c 
GTE  22b 
Guidant  12d 


Halliburton  lib 
Handleman  21e 
Hanna  (M  A)4 
Hannaford  Brothers  lOc 
Harcourt  General  5 
Harley-Dauidson  14d 
Harman  International  14d 
Harflischfeger  15c 
Harrah's  Entertainment  14c 
Harris  9b 
Harsco  15a 
Hasbro  14d 

Health  Systems  IntI  21  e 
Healthsouth  12c 
Hechinger  8 
Heilig-Meyers  6b 
Heinz  (H  J.)  10b 
Helene  Curtis  Industries  6d 
Hercules  4 
Hershey  foods  lOb 
Hewlett-Packard  18b 
Hillenbrand  15a 
Hilton  Hotels  14c 
Home  Depot  8 
Home  Shopping  8 
HON  Industries  18a 
Honeywell  9c 
Hormel  foods  10b 
Host  Marriott  14c 
Household  IntI  17a 
Houston  Industries  24a 
Hubbell  9a 
Hudson  Foods  10b 
Hughes  Electronics  9b 
Hughes  Supply  21b 
Humana  12c 
Hunt  (J  B  )  23d 
Huntington  Bancshares  3b 


ISM  18 
IBP  10b 

Illinois  Tool  Works  15a 
lllinova  24a 
IMC  Global  4 
InaCom  21e 
Ingersoll-Rand  15c 
Inland  Steel  16b 
Integra  financial  3a 
Intel  9d 

Intelligent  Electronics  18a 
Interco  6b 
Intergraph  18c 
International  flavors  4 
IntI  Multiloods  10a 
International  Paper  19b 
Interpublic  Group  21d 
Interstate  Bakeries  10b 

in  5 

IVAX  12b 


La-Z-Boy  Chair  6b 

Laboratory  Corp  of  America  12c 

Lafarge  13a 

Lam  Research  15c 

Lands'  End  8 

Landstar  System  23d 

Lear  Seating  2b 

Leggett  &  Piatt  6b 

Lehman  Brothers  Holdings  17a 

Levitz  furniture  6b 

Liberty  financial  17b 

Lilly  (Ell)  12b 

Limited  8 

Lincoln  Electric  15b 
Lincoln  National  17b 
Litton  Industries  9b 
Liz  Claiborne  6a 
Lockheed  Martin  1 
Loews  17b 

Long  Island  Lighting  24a 
Longs  Drug  Stores  12a 
Loral  9b 

Louisiana-Pacific  19a 
Lowe's  8 
LSI  Logic  9d 
LTV  16b 
Lubrizol  4 
Lukens  16b 
Lyondell  4 


Magma  Copper  16c 
MagneTek  9a 
Mallinckrodt  Group  12d 
IManor  Care  12c 
Manpower  21e 
Manville  19b 
Mapco  11a 

Mark  IV  Industries  15a 
Marriott  IntI  14c 
Marsh  &  McLennan  17a 
Marsh  Supermarkets  10c 
Masco  6b 
MascoTech  2b 
Mattel  14d 
Maxtor  18b 

May  Department  Stores  8 
Maytag  6b 
McCoimick  10b 
McDermott  IntI  15c 
McDonald's  14a 
McDonnell  Douglas  1 
McGraw-Hill  20b 
MCI  Communications  22a 
McKesson  12a 
MCN  24b 

M  DC  Holdings  13b 
Mead  19b 
Medtronic  12d 
Mellon  Bank  3a 
Melville  8 

Mercantile  Bancorp  3b 
Mercantile  Stores  8 
Merck  12b 
Meredith  20b 
Meridian  Bancorp,  3a 
Merisel  18a 
Merrill  Lynch  17a 
Meyer  (Fred)  8 
Michaels  Stores  8 
MicroAge  18a 
Micron  Electronics  18b 
Micron  Technology  9d 
Microsoft  18c 
MidAmerican  Energy  24a 
Midlantic  3a 
Miller  (Herman)  18a 
Minnesota  Mining  15a 
Mirage  Resorts  14c 
Mitchell  Energy  11a 
Mobil  11a 
Modine  MIg  2b 
Mohawk  Industries  15d 
Molex  9d 
Monsanto  4 
Morgan  (J  P )  3a 
Morgan  Stanley  17a 
Morrison  Knudsen  21a 


Morrison  Restaurants  14a 
Morton  International  4 
Motorola  9b 
Murphy  Oil  11a 
Musicland  Stores  14d 


Nabisco  Holdings  10b 
Nacco  Industries  15b 
Naico  Chemical  4 
National  City  3b 
National  fuel  Gas  24b 
National  Semicond,  9d 
National  Service  9a 
National  Steel  16b 
NationsBank  3c 
Navistar  International  2a 
Neiman  Marcus  Group  8 
New  England  Electric  24a 
New  York  State  E*G  24a 
New  York  Times  20b 
Newell  15a 
Niagara  Mohawk  24a 
Nicor  24b 
Nike  6a 

Nipsco  Industries  24a 
NL  Industries  4 
NorAm  Energy  24b 
Nordstrom  8 
Norfolk  Southern  23b 
Northeast  Utilities  24a 
Northern  States  24a 
Northern  Trust  3b 
Northrop  Grumman  1 
Northwest  Airlines  23a 
Norwest  3b 
NovaCare  12c 
Novell  18c 
Nucor  16b 
Nynex  22b 


Occidental  Pet  11a 
Office  Depot  8 
OfficeMax  8 
Ogden  5 

Ohio  Casualty  17b 
Ohio  Edison  24a 
Oklahoma  G&E  24a 
Old  Republic  IntI  17b 
0lin4 
Olsten  21 e 
Omnicom  Group  21d 
Oneok  24b 
Oracle  18c 

Oregon  Steel  Mills  t6b 
OrNda  HealthCorp  12c 
Oryx  Energy  11a 
Outboard  Marine  14d 
Owens  &  Minor  12d 
Owens-Corning  13a 
Owens-lllinois  7a 


Paccar  2a 

Pacdic  Enterprises  24b 
Pacific  G4E  24a 
Pacific  Telesis  Group  22b 
PacifiCare  Health  12c 
PacifiCorp  24a 
PaineWebber  Group  17a 
Pall  5 

Panhandle  Eastern  24b 
Parker  Hannifin  15a 
Paul  Revere  17b 
Payless  Cashways  8 
PECO  Energy  24a 
Penn  Traffic  lOc 
Penney  (JOB 
Pennzoil  11a 
Pentair  15c 
Peoples  Energy  24b 
Pep  Boys  8 
PepsiCo  6c 
Perkin-Elmer  9c 
Pfizei  12b 

Pharmacia  8,  Upiohn  12b 
Phelps  Dodge  I6c 
PHH  21e 
Philip  Morris  6e 
Phillips  Petroleum  11a 
Philhps-Van  Heusen  6a 
Physician  Corp  12c 
Pinkerton's  21e 
Pinnacle  West  24a 
Pioneer  Hi-Bred  10b 
Pioneer-Standard  21b 


Pitney  Bowes  18a 
Pittston  Minerals  11a 
Pittston  Services  23c 
PNC  Bank  3a 
Polaris  Industries  15a 
Polaroid  14d 
Potlatch  19b 
Potomac  Electric  24a 
PPSL  Resources  24a 
PPG  Industries  1 3a 
Praxair  4 
Premark  IntI  5 
Premier  Industrial  21b 
Price/Costco  8 
Procter «,  Gamble  6d 
Progressive  17b 
Protective  Life  17b 
Provident  Life  17b 
Providian  17b 
PS  Co.  of  Colorado  24a 
Public  Service  Ent  24a 
Pulte  13b 


Quaker  Oats  1Gb 

Quantum  18b 

Quorum  Health  Group  12c 


Ralcorp  Holdings  10b 
Ralston  Purina  10b 
Raychem  9a 
Rayonier  19a 
Raytheon  9b 
Reader's  Digest  20b 
Reebok  International  6a 
Regrons  Financial  3c 
Reliance  Group  17b 
ReliaStar  Financial  17b 
Republic  New  York  3a 
Revco  D  S  12a 
Rexel21b 

Reynolds  &  Reynolds  18a 
Reynolds  Metals  16a 
Rhone-Poulenc  Rorer  12b 
Richfood  Holdings  10a 
Riser  foods  10c 
Rite  Aid  12a 
Riverwood  IntI  7b 
RJR  Nabisco  6e 
Roadway  Services  23d 
Rockwell  International  5 
Rohm  i  Haas  4 
Rohrl 

Ross  Stores  8 

Rouge  Steel  16b 

Royal  Caribbean  Cruises  14d 

RPM  13a 

Rubbermaid  15a 

RuddicklGc 

Russell  6a 

Ryder  System  23c 

Rykoff-Sexton  10a 

Ryland  Group  13b 


Safeco  17b 

Safeguard  Scientilics  18c 
Safeway  lOc 
Salhe  Mae  17a 
Salomon  17a 
San  Diega  GSE  24a 
Sara  Lee  10b 
SBC  Communications  22b 
Scana  24a 
SCEcorp  24a 
Schering-Plough  12b 
Schlumi)erger  lib 
Schwab  (Charles)  17a 
SCI  Systems  9d 
Scientdic-Atlanta  22a 
Scott  Paper  19b 
Scripps  (E  W )  20b 
Seagate  Technology  18b 
Sears,  Roebuck  8 
Sensormatic  Electronics  9b 
Service  Corp.  IntI,  21  e 
Service  Merchandise  8 
ServiceMaster  21  e 
Shaw  Industries  15d 
Sherwin-Williams  13a 
Shoney's  14a 
ShopKo  Stores  8 
Sigma-Aldrich  12b 
Silicon  Graphics  18b 
Smart  4  final  10a 
Smith  (A  O  )  2b 


Smith's  food  &  Drug  lOc 
Smithfield  Foods  10b 
Snap-on  15b 
Solectron  9d 
Sonat  24b 
Sonoco  Products  7b 
Southern  24a 
Southern  National  3c 
Southern  New  Eng,  Tel  22b 
Southern  Pacific  Rail  23b 
SouthTrust  3c 
Southwest  Airlines  23a 
Spiegel  8 
Sports  Authority  8 
Springs  Industries  15d 
Sprint  22a 
SPX  2b 
St  Paul  17b 

Standard  Federal  Bancorp  17c 
Standard  Products  2b 
Stanley  Works  15b 
Staples  8 

State  Street  Boston  3a 
Stewart  &  Stevenson  15c 
Stone  Container  7b 
Stop  &  Shop  10c 
Storage  Technology  18b 
Strawbridge  &  Clothier  8 
Sun  Ua 

Sun  Microsystems  18b 
SunAmerica  17b 
Sunbeam  6b 
Sundstrand  1 
SunTrust  Banks  3c 
Supervalu  10a 
Sysco  1  Oa 


Talbots  f 
Tandem  Computers  18b 
Tandy  6b 
Tech  Data  18a 
Teco  Energy  24a 
Tecumseh  ("roducts  13a 
Teias  Gas  24b 
Tektronix  9c 

Tele-Communications  20a 
Teledyne  5 
Teleflexl5a 
Temple-Inland  7b 
Tenet  Healthcare  12c 
Tenneco  5 
Terra  Inds  4 
Tesoro  Petroleum  1  la 
Texaco  11a 
Texas  Industries  13a 
Texas  Instruments  9d 
Texas  Utilities  24a 
Textron  5 

Thermo  Electron  9c 
Thiokol  1 

Thomas  &  Belts  9a 
3Com  18b 
3M  15a 

TIG  Holdings  17b 
Time  Warner  20b 
Times  Minor  20b 
Timken  15c 
TJX  8 

TNT  freightways  23d 

Torchmark  17b 

Toro  6b 

Tosco  11a 

Toys  'R'  Us  8 

Transamerica  17b 

Transatlantic  Holdings  17b 

Travelers  Group  17a 

Triarc  5 

Tribune  20b 

Trinity  Industries  23n 

Trinova  15a 

TRW  5 

Turner  Broadcasting  20a 
20th  Century  Industries  17b 
Tyco  IntI  15c 
Tyson  Foods  1  Ob 


Union  Bank  3d 
Union  Camp  7b 
Union  Carbide  4 
Union  Electric  24a 
Union  Pacific  23b 
Uniroyal  Chemical  4 
Unisys  18b 

United  Healthcare  12c 
United  Technologies  1 
Unitrin  17b 
Univar  21b 
Universal  6e 
Universal  Foods  10b 
Universal  Forest  Products 
Unocal  11a 
IINUM  17b 

US  West  Communications 
US  West  Media  20b 
USAir  Group  23a 
USfXG  17b 
USG  13a 
USLife  17b 
UST  6e 

USX-Marathon  11a 
USX-U,S,  Steel  16b 
UtiliCorp  United  24b 


Valero  Energy  Ua 
Valhi  5 
Value  City  8 
Value  Health  12c 
Varian  Associates  9b 
Varity  15c 

Vastar  Resources  11a 
Venture  Stores  8 
VF  6a 

Viacom  14b 
Viking  Office  Products  8 
Vishay  Intertechnology  9d 
Vons  lOc 

Vulcan  Materials  !3a 


Waban  8 
Wachovia  3c 
Wal-Mart  Stores  8 
Walgreen  12a 
Wang  Laboratories  18c 
Warner-Lambert  12b 
Washington  Gas  Light  24b 
Washington  Mutual  17c 
Washington  Post  20b 
Webb  (Del)  13b 
Weirton  Steel  16b 
Wellman  4 

WellPoint  Health  12c 
Wells  Fargo  3d 
Wendy's  IntI,  14a 
Western  Atlas  lib 

Western  Digital  18b  r'lll'ltni' 
Western  Gas  Resources  241™'^''*' 
Western  Resources  24a 
Westmghouse  Electric  9a 
WestPoint  Stevens  6a 
Westvaco  19b 
Weyerhaeuser  19b 
Wheelabrator  Techs,  24a 
Whirlpool  6b 
Whitman  5 
WHX 16b 
Wickes  Lumber  8 
Wicor  24b 

Willamette  Industries  19a 
Williams  24b 
Winn-Dixie  Stores  10c 
Wisconsin  Eneigy  24a 
Witco  4 

WLR  Foods  10b 
WMX  Technologies  21c 
Woolworth  8 
WorldCom  22a 
Worthmgton  Inds.  16b 
Wrigley  (Wm  )  Jr  10b 


Xerox  18b 
Yellow  23d 
York  IntI  13a 
ZaIeO 

Zeigler  Coal  Holding  11a 
Zenith  Electronics  Gb 


iiikitnin 


understand  the  importance  of  your  nest  egg.  You  worked  hard  for  it.  You  nurtured  it.  But  sitting  on  it  wont  make  it  last, 
ir  financial  advisor  can  help  you  make  the  right  decisions.  At  Kemper,  our  philosophy  is  diat  diligence  and  a  disciplined 
1  will  help  you  meet  your  retirement  goals.  For  40  years  our  Family  of  Funds  have  focused  on  a  long-temi  invesunent 
iroach  that  helps  build  and  preserve  tomorrows  today 

falk  to  your  financial  advisor  And,  for  ideas  about  making  smart  retirement  investing  choices,  get  our  "Investing  Your 
;t  Egg"  brochure.  Its  fi-ee.  Just  call  1-800-KFS-5555,  extension  408. 


muTuai Funns 


J 


Were  Building  Tomorrows  Today 


Before  you  invest  or  send  money,  carefully  read  the  Ktinper  Fund  brochure  and  prospectus  contammg  more  complete  mfonnation. 
mcludmg  managemmt  jees  and  expenses.  ®1995  Kemper  Distnhutors,  Inc.  233940 


MESSE  MONCHEN 
INTERNATIONAL 


Extract 


For  information, 
please  contact: 

Messe  Miinchen  GmbH 
Messegelande 
D-80325  Munchen 
Telephone  (+4989)  51  07-0 
Telefox  (+49  89)  5107-5  06 

For  complete  information, 
including  special  travel 
programs,  contoct: 

Kollman  Associates,  Inc. 
20  Harrison  Avenue 
Woldwick 

New  Jersey  07463-1709 
Telephone  (201)652-7070 
Telefax  (201}  652-3898 


'Member  of  the  _ 
Union  des  Foires  ^ 
Internationales 

°  Trade  visitors  only 

Subject  to  olferotions 


Meeting  Points  in  199 

Munich  International  Trade  Fair 


At  the  Trade  Fair  Centre 


tjl  20-23  January  1996  -  INTERSCHAU, 

International  Trade  Fair  for  Showmen, 
Amusement  Pork  Equipment  and  Cultural 
Heritage  Societies 


6-9  February  1996  -  ISPO  -  Spring'° 

44th  International  Trade  Fair  for  Sports 
Equipment  and  Fashion 

23-26  February  1996  -  INHORGENTA 

MUNCHEN'°  23rd  International  Trade  Fair 
for  Watches,  Clocks,  Jewellery,  Precious 
Stones,  Pearls,  Silverware  and  their  Manu- 
facturing Equipment 

9-17  March  1996 -IHM* 
48th  International  Light  Industries  and 
Handicrafts  Fair.  The  Fair  for  Small  and 
Medium-Sized  Enterprises 

27-31  March  1996  -  lOR  '96, 

8th  International  Off -Rood  Vehicle  Exhibition 


~M  28-31  March  1996  -  FARBE, 

 I  International  Trade  Fair  for  Paints  and  Surface 

Technology 

23-26  April  1996  -  ANALYTICA*, 

15th  International  Trade  Fair  for  Biochemical  and 
Instrumental  Analysis,  Diagnostics,  Laboratory 
Technology  and  AnQly^icaL  Conference 


7-11  May  1996  -  IFAT* 

11th  International  Trade  Fair  for  Waste  Water 
and  Waste  Disposal:  Sewoge,  Refuse,  Recycling, 
Public  Cleansing  and  Winter  Rood  Service 


irOl  6-9  August  1996  -  ISPO-Summer*° 

^Jt^  45th  International  Trade  Fair  for  Sports 
Equipment  and  Fashion 

^  21-25  September  1996 -IMEGA*° 
■^1^  4th  International  Trade  Fair  for  the  Restaurant 
and  Catering  Industries  and  for  the  Food  Trade 

l'^,*^  21-25  October  1996  -  SYSTEMS  96', 
(jjiJny  15th  International  Trade  Fair  and  Congress  for 
Information  Technology  and  Telecommunications 


1-3  November  1996  -  MINERALIENTAGE 
MUNCHEN  '96, 33rd  International  Soles 
Exhibition  (BORSE)  and  German  Geological; 
Trade  Fair  (GEOFA)  for  Minerals,  Fossils, 
Crystals,  Precious  Stones,  Specialized  Literatui 
and  Accessories 


12-15  November  1996  -  ELECTRONICA* 


17th  International  Trade  Fair  for  Component  k: 
and  Assemblies  in  Electronics 


At  the  M,0,C,  Sports  and  Fashion  Center 


]£i  11-13  February  1996/25-27  August  1996 

he!  mode-woche-mUnchen'°, 

International  Fashion  Fair 

JH^  23-24  February  1996  -  FAIRWAY  '96, 

2nd  Golf  Course  Congress  with  Exhibition 


?r  21-23  September  1996 -CINEC, 

International  Trade  Fair  for  Motion  Picture 
Technology  and  Postproduction 

29  September-1  October  1996 
GOLF  EUROPE  '96  -  Miinchen" 

4th  International  Trade  Fair  for  Golf 


NMIilHI 


niui 


Mm 


mm 


ilSllfU.I 


Outside  Germany 


27  February-2  March  1996 
=1=  MADE  IN  GERMANY,  German  Industrial 
Fair  and  Technology  Conference 


(Organizer:  IMAG),  Johannesburg,  South  Afr 


10-14  June  1996  -  IRANCONMIN  '96, 

2nd  International  Trade  Fair  for  the  Constru 
Industry,  the  Building-Materials  Industry,  an^  i|) 
Mining  (Technical  management:  MMG/IM^ 
Tehran,  Iran 

16-21  June  1996  -  68th  POZNAN 
INTERNATIONAL  FAIR,  International  Trac 
Fair  for  Capitol  Goods  (Technical 
management:  IMAG),  Poznah,  Poland 

3-6  September  1996  -  SIB  96, 
6th  International  Trade  Fair  for  Imports  one 
Exports  (Technical  management:  MMG/IM^ 
Novosibirsk,  Siberia 


It;  'n 
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siness  Week  Index 


DUCTION  AND  LEADING  INDEXES 


PRODUCTION  INDICATORS 


-k:  0.5% 
■dl:  0.5% 


Change  from  last  week:  0.0% 
Change  from  last  year;  5.6% 


PRODUCTION  INDEX 

Dec.  2=126.5 
1992=100 


Dec,  Apr  Aug  Dec 

1994  1995  1995  1995 

exes  are  4-week  moving  averages 

production  index  increased  during  the  wfeek  ended  Dec,  2,  Before 
ilation  of  the  four-vtfeek  moving  average,  the  index  rose  to  127,2,  from 

For  the  month  of  November,  the  index  increased  to  126,1,  up  sharply 

October's  reading  of  123,7, 

leading  index  was  little  changed  in  the  latest  week,  although  the 

araged  index  dropped  to  260.8,  from  261.1.  The  November  leading  index 

I  at  261.6,  not  much  different  from  its  261.8  in  October. 

rduction  indeji  copyright  1995  by  The  McGraw-Hill  Companies      BW  leading  indet  copyright  1995  by  CIBCR 


ING  INDICATORS 


OK  PRICES  (12/8)  S&P  500 

UTEST 
WEEK 

617.04 

WEEK 
AGO 

605.55 

YEARLY 
%  CHG 

37.1 

PORATE  BOND  YIELD,  Aaa  (12/8) 

6.81°/ 

,  6.94% 

-19.6 

ISTRIAL  MATERIALS  PRICES  (12/8) 

111.6 

111.2 

NA* 

INESS  FAILURES  (12/I) 

462 

389 

20.3 

L  ESTATE  LOANS  (11/29)  billions 

$502.0 

$502. Or 

9.6 

EY  SUPPLY.  M2  ( 11/27)  biihons 

$3,737.7  $3,729.2r 

4.4 

lAL  CLAIMS,  UNEMPLOYMENT  ( 1 1/25)  thous  363 

381r 

14.9 

ces:  Center  for  International  Business  Cycle  Research  (CIBCR).  Standard  & 
s,  Moody's,  Journal  of  Commerce  (index:  1990=100).  Dun  &  Bradstreet  (failures 
ge  companies).  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data  on 
ess  failures  and  real  estate  loans.  'Historical  data  available  from  CIBCR. 

EREST  RATES 

ERAL  FUNDS  ( 12/12) 

LATEST 
WEEK 

5.69% 

WEEK 
AGO 

5.72% 

YEAR 
AGO 

5.48% 

IMERGIAL  PAPER  (I2/I2)  3  month 

5.65 

5.69 

6.30 

TIFICATES  OF  DEPOSIT  (12/13)  3  month 

5.67 

5.67 

6.30 

;D  MORTGAGE  (I2/8)  30-year 

7.43 

7.60 

9.30 

USTABLE  MORTGAGE  (12/8)  one  year 

5.62 

5.71 

6  57 

/IE  (12/13) 


8.75 


.75 


;.50 


ces:   Federal  Reserve,  HSH  Associates,  Reuters  Holdings  PLC 


LAI  Co  1 

WEEK 

AGO 

%  CHG 

STEEL  (12/9)  thous.  of  net  tons 

1.882 

1,934# 

-3.0 

AUTOS  (12/9)  units 

139,130 

126,585r# 

-9.4 

TRUCKS  (12/9)  units 

124,444 

125.160r# 

2.2 

ELECTRIC  POWER  (I2/9)  millions  of  kilowatt-hrs 

60,563 

58.996# 

3.3 

CRUDE-OIL  REFINING  (12/9)  thous  of  bbl  /day 

14.191 

14,223# 

3.0 

COAL  (12/2)  thous.  of  net  tons 

19,966# 

17,568 

-5.8 

PAPERBOARD  (12/2)  thous.  of  tons 

830.3# 

829. Ir 

-6.0 

PAPER  (12/2)  thous.  of  tons 

789. 0# 

825. Or 

-10.0 

LUMBER  (12/2)  millions  of  ft. 

423. 5# 

273.0 

5.6 

RAIL  FREIGHT  (12/2)  billions  of  ton-miles 

26. 3# 

21.1 

0.4 

Sources:  American  Iron  &  Steel  Institute.   Ward's  Automotive  Reports.  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept,,  American  Forest  &  Paper 

Association,  WWPA',  SFPA"',  Association  of  American  Railroads 

PRICES 

LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%CHG 

GOLD  (12/13)  $/troy  oz. 

387.600 

388.400 

1.9 

STEEL  SCRAP  (12/12)  #1  heavy.  $/ton 

134.00 

134.50 

-6.6 

COPPER  (12/9)  (Z/lb. 

135.5 

137.6 

-3.0 

ALUMINUM  (12/9)  e/ib 

77.8 

78.5 

-13.6 

COTTON  (12/9)  strict  low  middling  1-1/16  in.,  2/lb.  84.13 

83.66 

4.4 

OIL  (12/12)  $/bbl. 

18.79 

18.66 

11.9 

Sources:  London  Wednesday  final  setting.  Chicago  market,  Metals 
market.  NYMEX 

Week.  Memphis 

FOREIGN  EXCHANGE 

LATEST 
WEEK 

WEEK 
AGO 

YEAR 
AGO 

JAPANESE  YEN  (12/13) 

101.71 

101.42  100.28 

GERMAN  MARK  (12/13) 

1.45 

1.44 

1.57 

BRITISH  POUND  (12/13) 

1.53 

1.54 

1.56 

FRENCH  FRANC  (12/13) 

5.02 

4.97 

5.42 

ITALIAN  LIRA  (12/13) 

1599.3 

1595.0  1632.1 

CANADIAN  DOLLAR  (12/13) 

1,37 

1.37 

1.39 

MEXICAN  PESO  (12/13) 

7,745 

7.655 

3,450 

sources:  Maior  New  York  banks  L 
except  for  British  pound  in  dollars 


units  per   U  S  dollar. 


data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
ment,   l=Western  Wood  Products  Assn        2=Southern  Forest  Products  Assn  3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


THE  WEEK  AHEAD 


iS  DOMESTIC  PRODUCT 


iay.  Dec.  19,  8:30  a.  m.  ►  The  Com- 
=  Dept.  is  expected  to  report  that  real 
as  measured  on  a  chain-weighted 
,  grew  at  an  annual  rate  of  3.2%  in 
lird  quarter.  That's  the  median  fore- 
Df  economists  surveyed  by  mms  Inter- 
nal, one  of  The  McGraw-Hill  Compa- 
and  it  is  slightly  faster  than  the  3% 
ted  in  October.  Under  the  old  1987- 
'  fixed-weight  method,  real  gdp  grew  at 
■%  pace  last  quarter. 

SING  STARTS 


day.  Dec.  19,  8:30  a.  m.  ►  Starts  like- 
.e  to  an  annual  rate  of  1.35  million  in 
mber  from  October's  1.34  million. 


FOMC  MEETING 

Tuesday,  Dec.  19  >■  The  Federal  Open  Mar- 
ket Committee  of  the  Federal  Reserve  will 
set  monetary  policy  for  the  next  six  weeks. 
The  MMS  consensus  is  that  the  federal 
funds  rate  will  remain  at  5.75%,  but  the 
recent  soft  data  mean  a  quarter-point  cut  in 
short-term  rates  cannot  be  ruled  out. 

INTERNATIONAL  TRADE 

Wednesday,  Dec.  20,  8:30  a.  m.  ►  The  for- 
eign trade  deficit  for  goods  and  services  like- 
ly widened  to  $9  billion  in  October,  from 
$8.3  billion  in  September.  Exports,  which 
grew  1.6%  in  September,  were  little 
changed  in  October,  while  imports,  up  1.4%, 
probably  rose  at  a  faster  pace  in  October. 


PERSONAL  INCOME 

Thursday.  Dec.  21,  8:30  a.  m.  ►  Personal 
income  likely  rose  by  0.5%  in  October  and 
0.3%  in  November,  while  consumer  spend- 
ing was  probably  flat  in  October  and  up  a 
small  0.4%  in  November.  Because  of  the 
GDP  revisions,  the  October  and  November 
income  and  spending  data  will  be  released 
simultaneously.  In  September,  income  grew 
0.4%,  while  outlays  rose  0.2%. 

FEDERAL  BUDGET 

Thursday,  Dec.  21  ►  The  Treasury  Dept.  is 
likely  to  announce  a  federal  deficit  of  about 
$38  billion  in  November,  not  much  differ- 
ent from  the  $37.2  billion  deficit  posted  in 
November,  1994. 
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In^ex  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  feature  with  a  significant 
reference  to  a  company.  IVIost  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Abaco  96 
Accustaff  100 
AciJSon(ACN)  89 
Adidas  92 

Advanced  Micro  Devices  (AMD)  52 
Aero  International  50 
Airbus  Industne  50 
Alcatel  Alsthom  (ALA)  92 
Alfa  96 

Alger  Capital  Appreciation  Fund 

(ACAPX)  106 
Allergan(AGN)  89 
Alliance  Technologji  A  Fund 

(ALTFX)  106 
Alphatec  52 
Altera  (ALTR)  106 
Altos  Homos  de  Mexico  96 
Alza  (AZA)  89 

AMC  Entertainment  (AEN)  90 
Amencan  Blue  Chip  Investment 

Management  100 
Amencan  Home  Products 

(AHP)  105 

Amenca  Online  (AMER)  6,41,74 
AMG  Data  Services  106 
Analog  Devices  (API)  86 
Apple  Computer  (AAPL)  89 
AsahiBank  100 
Ascend  Communications 
(ASND)  126 

Astra  Adiustable  Rate  Securities  IV 
Fund(PARVX)  106 
AT&Td)  12,52,100 
Atmel(ATML)  106 
Avro  International  Aerospace  50 


B 


Babson  (David  L)  62 
Banco  Bilboa  110 
Banco  Santander  110 
BankAmenca  (BAC)  89 
Bank  of  Boston  (BKB)  49 
Bank  of  Nevi  York  (BK)  114 
BankVontobel  92 
Banque  Indosuez  92 
Barclays  de  Zoete  Wedd 
Securities  94 
BATIndustnes  92 
Bauscti  &  Lomb  (BOL)  39 
Bay  Apartment  Communities  122 
BayBanks  (BBNK)  49 
Bayer  49 

Bay  Networks  (BNET)  86 
Beal  (M  R  )  42 
Bear  Stearns  (BSC)  116 
Beckton  Dickinson  (BDX)  105 
Bed  Bath  &  Beyond  (BBBY)  88 
BellSouth  (BLS)  74 
Benham  128 

Benham  Target  Maturities  2020 
Fund(BT™)  106 
Bethlehem  Steel  (BS)  126 
Biochem  Pharma  (BCHXF)  106 
BiovaiKBVF)  126 
BioVest  Research  126 
Black  Rock  2001  Term  Trust  110 
BIyth  Industries  (BTH)  100 
Boeing  (BA)  6,17,49,50 
Boise  Cascade  (BCC)  89 
Boston  Co.  100 
Boston  Partners  88, 100 
Boston  Scientific  (BSX)  88 
Bowen  Capital  Management  95 
Bradlees  (BLE)  129 
British  Aerospace  50 
British  Airports  Authonty  92 
British  hNiij:  'B.AB)  6 
British  Railways  53 
Brooke  Group  (BuU  89 
Brouwer  &  Jsnachowski  106 
BTU  International  (BTUI)  88 


Bufete  Industnal  96 
BZWAsia  95 


Caldor(CLO)  129 
Caliber  System  129 
Canandaigua  Wine  (WINEA)  100 
Canon  (CANNY)  94 
Cascade  Communications 
(CSCC)  90 
CBS  100 

C-Cube  Microsystems  (CUBE)  105 
Century  Telephone  Enterpnses 
(CTl)  74 
CGM  Capital  40 

Children's  Television  Workshop  12 
Chnstie's  International  124 
Ciba-Geigy  105 
CIGNA  (CI)  49 
Cisco  Systems  (CSCO)  86 
Citibank  (CCD  54 
Citicorp  (CCD  32,49 
CNNaBS,A)  41 
Coast  Energy  Investments  116 
Coca-Cola  (KO)  82 
Cognex(CGNX)  100 
Cohu(COHU)  88 
Colgate-Palmolive  (CL)  49 
Collin  Street  Bakery  48 
Commerce  Group  88 
Compaq  Computer  (CPQ)  28 
CompuServe  6,41,90 
Computer  Associates  (CA)  86 
Contnental  Airlines  (CAIA)  61, 
126 

Copytele  (COPY)  90 
Creative  labs  28 
Credit  Suisse  92 
Cross  Land  Federal  Savings 
Bank  100 
CS  First  Boston  17 
Cypress  Semiconductor  (CY)  52 


Daimler-Benz  Aerospace  (DAI)  50 
Dam  Bosworth  78 
Danka  Business  Systems  100 
Data  Broadcasting  100 
Dataquest  52 
Dean  Witter  (DWD)  62 
Deloitte  &  Touche  70, 74 
Delphi  Management  124 
Dentsply  Interntional  (X-RAY)  100 
Desc  96 

Deutsche  Telekom  53 
Diamond  Offshore  (DO)  100 
Donaldson  Lufkin  &  Jenrette 
(DU)  74, 86 
Dreyfus  74. 114 

Dreyfus  California  Municipal  Income 
Fund  74 

Eastman  Kodak  (EK)  49, 82 
Edison  Brothers  Stores  (EBS)  61, 
126 

Edwards  (AG.)  (AGE)  126 
Electronic  Data  Systems  106 
Endosonics  88 
Euromed  88 

Evergreen  U  S.  Real  Estate 
Fund  122 
Exide  100 


Rat(FIA)  49 

Fidelity  Investments  40,106 
Fidelity  Low-Pnced  Stock  Fund 

(FLF>SX)  88 
Fidelity  Magellan  Fund 

(FIVIAGX)  40,105 
Fidelity  Real  Estate  Fund 

(FRESX)  122 

Fidelity  Select  Electronics  Fund 
(FSELX)  106,126 


Financial  Investors  90 
First  Bank  of  Puerto  Rico  88 
First  Data  106 
First  Pacific  100 
Fokker  50 
Fokus  Bank  92 
Ford(F)  36 

Foreign  &  Colonial  Investment  Trust 
92 

France  Telecom  53 

Franklin  Templeton  Hard  Currency 

Fund(ICPHX)  74 
Freeport-McMoRan  Copper  &  Gold 

(FCX)  12 

Fremont  Global  Fund  (FMAFX)  74 
Fundamental  Futures  116 


Gabelli  Gold  Fund  (GOLDX)  120 
Gap (GPS)  106 
Gartner  Group  (CART)  100 
Garzarelli  Capital  82 
General  Electric  (GE)  6,50,105 
General  Instrument  (GIC)  105 
General  Motors  (GM)  36, 66 
Georgia-Pacific  (CP)  89 
Gerard  Klauer  Mattison  89 
Gillette  (G)  82 
Glaxo  (GLX)  92 
Global  Manne  (GLM)  78 
Gold  Field  Mineral  Services  120 
Goldman  Sachs  96, 124 
Govett  Smaller  Companies  A  Fund 
(GSCQX)  106 

Granite  Construction  (GCCO)  88 
Grant  Thornton  70 
Green  Street  Advisors  122 
Grigsby  Brandford  42 
GTE (GTE)  74 
Guilbert  92 

Guinness  Flight  Global  Asset 
Management  100 

H 


Hariey-Davidson  (HDD  100 
Harrahs  Entertainment  (HET)  100 
Hasbro  (HAS)  48 
HBO  OWX)  41 
Hechinger  (HECHA)  129 
Helix  Technology  (HELX)  105 
Herzog  Heine  (^eduld  78 
Hewlett-Packard  (HP)  89, 86 
High  Frequency  Economics  66 
HMSampoerna  95 
Hoechst  105 

Home  Depot  (HD)  82,129 
Horizon/CMS  Healthcare  (HHC)  10 
HSBC  Asset  Management 
Japan  94 

HSBC  Holdings  92,100 
Hughes  105 


IBM  (IBM)  6,12,49,89,100 
IDT  90 

Imageenng  Group  8 
Indocement  100 
Indoswiss  50 

Infinity  BroadcastingdNFT)  90 
Inland  Steel  (IAD)  126 
Inso  100 

Intel  (INTO  28,105 
Ivory  SSime  92 


Jack  Tilton  Gallery  124 
James  Capel  94 
Johnson  &  Johnson  UNJ)  39 
Johnson  (S  C.)  8 
Josephthal  Lyon  &  Ross  78 

K 


Kemper  Global  Income  Fund  (KGIAX) 
(KGIBX)  74 

Kimberly-Clark  (KMB)  49, 96 
Kmart  (KM)  8,46 
KMJ  Capital  Management  126 
Kohlberg  Kravis  Roberts  (KKR)  89 
Korea  Electnc  Power  100 
Korean  Air  50 


Lancaster  Colony  (LANC)  100 

Legent(LGNn  86 

Lehman  Brothers  (LEH)  92, 100 

LG  Group  105 

Liggett  Group  89 

Linear  Technology  (UTC)  106 

Little  (Arthur  D.)  36 

Uoyds  Bank  92 

Loews  (LTl?)  100 

Loral  (LOR)  126 

lOreal  49 

Lotus  Development  (LOTS)  6.100 
LSI  Logic  (LSI)  86 
Luoyang  Glass  100 
Lynch  &  Mayer  86 

M 


Mannesmann  92 
Manne  Midland  Bank  92 
Marshall  Industries  (Ml)  101 
Massachusetts  Financial 
Services  88, 110 
Maxim  Integrated  Products 


Kemet  100 


Maybelline  49 
McAfee  Associates  90, 100 
McDonnell  Douglas  (MD)  50 
McGraw-Hill(MHP)  129,171 
McKinsey  49 
Mellon  Bank  (MEL)  100 
Meridian  Investment  82 
Mernll  Lynch  (MER)  42, 48, 62, 64, 
110,116 

Meyer  (Laurence  H.)  64 
Micron  Technology  (MU)  40 
Microsoft  (MSFT)  28,41.100,105 
Midland  Bank  92 
Mitsumi  Electric  94 
MMS  International  (MNP)  171 
Moody's  Investors  Service  94 
Morgan  U  P)  (JPM)  36.114 
Morgan  Stanley  (MS)  42. 82. 86, 
92, 92, 105 

Morningstar  40, 100, 106, 122 
Motorola  (MOT)  86.89 
Municipal  Premium  Income  Trust 
(PIA)  74 

N 


National  Semiconductor  (NSM)  86 
NationsBank  (NB)  89 
NafWest  Secunties  (NW)  78 
NBC  (GE)  41 
NEC  94 
Needham  126 
Nestle  92 

NETCOM  On-line  Communication 

Services  (NETC)  74,90 
Netscape  Communications 

(NSCP)  12,28,86.90 
New  Amsterdam  Partners  129 
New  World  Development  95 
Nikon  94 

Nomura  Securities  66 

North  Amencan  Vaccine  (NVX)  90 

Novell  (NOVL)  100 

Nn  100 

Nucor(NUE)  126 
Nuveen  (John>  114 
Nynex(NYN)  64 


Ogiivy  &  Mather  49 
Oi  Electric  100 

Old  Mutual  Portfolio  Managers  92 


Olympic  Capital  Management  40 
Oncogene  Science  (ONCS)  1 05 
Oppenheimer  74, 78, 89 
Organogenesis(ORG)  90 

P 


Pacific  Bell  (PAC)  126 
Pacific  Investment 
Management  74, 110 
PaineWebber(PWJ)  82 
Paragon  Trade  Brands  (PTB)  88 
Panbas  Asset  Management  92 
PBHG  Growth  Fund  (PBHGX)  100 
Peregnne  100 

Peregnne  Asset  Management  (Hong 

Kong)  95 
Pet(PT)  74 
Peugeot  92 
Pfizer  (PFE)  105 
Phihp  Moms  (MO)  92 
Philippine  Long  Distance 

Telephone  12 

Philips  Electronics  (PHG)  92 
Phoenix  Duff  &  Phelps  82 
Physician  Sales  &  Service  100 
Pipeline  Network  90 
Platinum  technology  (PLAT)  74, 86 
Polanslndusbies(PII)  129 
Pratt  &  Whitney  50 
Premier  Consulting  89 
Presstek  (PRST)  90 
Pnmark(PMK)  129 
Procter  &  Gamble  (PG)  82, 88 
Prodigy  Services  6, 74, 90 
Promus(PRI)  100 
Prudential  Securities  88,116,120 
Purolator  Courier  39 
Putnam  Voyager  Fund  (PVOYX) 
(PVOBX)  88 


Quintiles  Transnational  100 


RCA  105 

Regent  Fund  Management  95 
Republic  N.Y  Bank  (RNB)  100 
Resort  Income  Investors  126 
RJR  Nabisco  (RN)  89 
Roadway  Services  (CBB)  129 
Robertson  Stephens  105 
Roche  Holding  92 
Rolls  Royce  50 

S 


Salomon  Brothers  (SB)  78, 95 
Samsung  Aerospace  50 
Samsung  Group  100 
San  Miguel  12 
Sandoz  92 
Schroder  Investment 
Management  94 
Scientific-Atlanta  (SFA)  105 
Scott  Paper  (SPP)  49 
Scudder  Stevens  &  Clark  64 
Sears  (S)  46,100 
Securities  Data  42 
Sensormatic  Electronics  (SRM)  100 
Sherburne  Powers  &  Needham  40 
Shikiar  Associates  89 
Shizuoka  Bank  94 
Simba  Information  41 
Smith  Barney  100, 116 
Sony(SNE  89,105 
SOSS&  Cotton  110 
Sotheby's  (BID)  124 
Spnnt(FON)  53, 100 
SSAB  92 

Standard  &  Poor's  122, 129 
Starbucks  (SBUX)  46, 90 
Stolt-Nielsen  100 
Stone  Container  (STO)  129 
Strong  Discovery  Fund  (STDIX)  100 
STS-Thomson  Microelectronics 
(STM)  105 


Sumitomo  Bank  94 
Sun  Microsystems  (SUNW) 
86, 105 

SunTrust  Banks  (STI)  89 
Swiss  Reinsurance  92 
Sycora  Technologies  28 

T 


Taiwan  Semiconductor 

Manufactunng  12 
Tatham  Offshore  (TOFF)  12( 
Taubman  Centers  aCO)  12: 
Technimetncs  40 
Tele-Communications  (TCO^ 

129 

Texas  Instruments  (TXN)  52 
The  Umited  (LTD)  100 
Thomas  J.  Herzfeld  Advisors 
Thomson  Multimedia  105 
3Com  (COMS)  86 
Tokyo  Electron  94,100 
Toshiba  94 

Tower  Semiconductor  86 
Toyota  (TOYOY)  36 
T  Rowe  Pnce  Equity  Income 
(PREIX)  106 

T.  Rowe  Pnce  Science  &  Tecf 

Fund (PRSCX)  86 
Twentieth  Century  Ultra  Inve 

FundfWCUX)  106 
Tz'Art  124 

U 


Union  Bank  of  Switzerland 
United  Airiines  (UAL)  6 
United  Insurance  88 
United  Technology  (UTX)  50 
USAir(U)  6 
U.S.  Filter  (USE)  100 
U.S.  Home  (UH)  122 
U.S.  Robotics  (USRX)  106 
UST  Master  Productivity  Enh 
Fund(UMPEX)  74 
U  S  Trust  (USTC)  64 
UTC  International  50 
UTEL  12 
Uunet  90 


Valeo  92 

Vanguard  Group  110 
Van  Uew  Capital  100 
Van  Wagoner  Funds  106 
Volvo  100 

W 


Wachovia  (WB)  89 
Wainwrght  (H.C)  105 
Wal-Mart  Stores  (WMT)  74, 
129 

Walt  Disney  (DIS)  8,100 
Warburg  Pincus  Japan  OTC 
(WPJPX)  106 

Washington  Mutual  Investoi 
(AWSHX)  106 
Washington  National  (WNT) 
WEFA  Group  110 
Wellcome  (GLX)  92 
Wertheim  Schroder  36 
Western  Digital  (WDC)  89 
Western  Gas  Resources  (WG 
Westlake  Capital  90 


iil?l«!ilJ 


Xilinx  (XUW)  86 
Xmg  Technologies 

Y 


Yahoo  49 

Yankelovich  Partners 


Ziff-Davis  49 
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[Vestment  Figures  of  the  Week 


HENTARY 

sr  record-breaking  week  for 
i  on  Wall  Street.  The  Dow 
industrials  vaulted  over  the 
level  on  Dec.  13  to  close  at 
5.  The  Standard  &  Poor's 
took  index  reached  a  new 
IS  well.  But  the  big  action 
lainly  in  the  blue  chips. 
i  of  small  and  midsize  com- 
s  did  not  fare  as  well.  Japan- 
ocks,  up  1.1%,  reached  their 
st  level  in  nearly  a  year.  The 
ser  was  Mexico,  where  stocks 
ed  3.5%.  For  dollar-based  in- 
■s,  the  damage  was  even 
—down  5.2%. 


Dec.    Dec.  7-13 


625  1650 


BONDS 

Dec.      lune      Dec.    Dec.  7-13 


THE  DOLLAR 

Dec.      June      Dec.    Dec.  6-13 


621.69 

620  1550 


1-week  change 
+0.2% 


52-week  change 
+  18.8% 


1-week  change 

-0.5% 


1-week  change 
+0.5% 


KET  ANALYSIS 


%  change 


>TOCKS 

Latest 

Week 

52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

lONES  INDUSTRIALS 

5216.5 

0.3 

39.2 

90-DAY  TREASURY  BILL  YIELD 

5.41% 

5.47% 

5.82% 

ZE  COMPANIES  (S&P  MidCap  Index) 

216.8 

-0.8 

31.0 

30-YEAR  TREASURY  BOND  YIELD 

6.07% 

6.03% 

7.86% 

.COMPANIES  (Russell  2000) 

312.6 

0.0 

31.4 

S&P  500  DIVIDEND  YIELD 

2.21% 

2.20% 

2.83% 

OMPANIES  (Russell  3000) 

353.7 

0.1 

36.4 

S&P  500  PRICE/EARNINGS  RATIO 

17.6 

18.3 

16.8 

:iGN  STOCKS 

Latest 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  200-day  moving  average 
Stocks  above  200-day  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

551.8 
67.0% 
0.63 
1.45 

548.5 
67.0% 
0.60  r 
1.52 

Positive 
Neutral 
Neutral 
Positive 

QN  (FINANCIAL  TIMES  100) 
)  (NIKKEI  INDEX) 
NTO  (TSE  COMPOSITE) 

3662.4 
19,283.5 
4698.4 

0.0 

1.1 

-1.0 

22.9 
1.9 
15.2 

BIOOMBERC  FINANCIAL  MARKETS 

DUSTRY  GROUPS 

MONTH  LEADERS 

% 

l-month 

change 
12-month 

Strongest  stock  in  group 

%  change 
1-month  12-month 

Price 

LAND  GAS  DRILLING 

20.8 

28.3 

ROWAN 

24.6 

51.1 

8% 

iNUFACTURED  HOUSING 

14.4 

31.1 

FLEETWOOD  ENTERPRISES 

14.4 

34.6 

25^4 

LWELL  EQUIPMENT  AND  SERVICES 

14.2 

31.9 

BAKER  HUGHES 

21.7 

31.2 

23 '4 

GINEERING  AND  CONSTRUCTION 

13.9 

41.2 

FLUOR 

17.8 

50.9 

6  5 'A 

FENSE  ELECTRONICS 

12.7 

88.6 

LORAL 

14.8 

81.8 

35 

MONTH  LAGGARDS 

%  change 
1-month  12-month 

Weakest  stock  in  group 

%  change 
1-month  12-month 

Price 

MICONDUCTORS 

-10.4 

56.7 

MICRON  TECHNOLOGY 

-17.8 

153.0 

53  Vs 

REST  PRODUCTS 

-5.9 

7.3 

GEORGIA-PACIFIC 

-15.4 

-6.4 

68 

OES 

-5.6 

29.3 

STRIDE  RITE 

-26.2 

-29.6 

7^4 

IMMUNICATIONS  EQUIPMENT 

-5.4 

64.3 

ANDREW 

-12.6 

34.8 

393/4 

IMPUTER  SYSTEMS 

-5.1 

41.4 

COMPAQ  COMPUTER 

-10.8 

24.7 

48% 

AL FUNDS 


lERS 

LAGGARDS 

-week  total  return 

% 

Four-week  total  return 

% 

DELITY  SELECT  ENERGY  SERVICE 

12.5 

MERRILL  LYNCH  TECHNOLOGY  C 

-11.0 

iP-EQUITY 

10.7 

KEYSTONE  AMERICA  HARTWELL  EMERG.  GR. 

B  -8.8 

:W/DW  LATIN  AMERICAN  GROWTH 

9.7 

SELIGMAN  COMMUNICATIONS  &  INFORM.  D 

-8.7 

eek  total  return 

% 

52-week  total  return 

% 

GER  CAPITAL  APPRECIATION 

94.1 

WRIGHT  EQUIFUND-MEXICO 

-57.6 

DELITY  SELECT  ELECTRONICS 

82.7 

MERRILL  LYNCH  LATIN  AMERICA  C 

-39.3 

IVETT  SMALLER  COMPANIES  A 

79  9 

BT  INVESTMENT  LATIN  AMERICAN  EQUITY 

-39.0 

I  SSP  500 


4-week  total  return 


■H  Average  fund 
52-week  total  return 


LATIVE  PORTFOLIOS 


if  amounts  represent  the 
ent  value  of  $10,000 
sted  one  year  ago 
ich  portfolio 

'entages  indicate 
day  total  returns 


U.S.  stocks 

$13,956 

-fO.18% 


UJ 


Treasury  bonds 

$13,431 

-0.18% 


Foreign  stocks 
$11,697 

-hO.43% 


nil 


Money  market  fund 

$10,562 

+0.12% 


DRI/McGRAW-HILl 


Gold 

$10,149 

-1-0.58% 


sta  on  this  page  are  as  of  market  close  Wednesday,  Dec.  13,  1995,  unless  otherwise  in- 
ed.  Industry  groups  include  S&P  500  companies  only;  performance  and  share  prices  are 


as  of  market  close  Dec.  12.  Mutual  fund  returns  are  as  of  Dec.  8.  Relative  portfolios  are  val- 
ued as  of  Dec.  12.  A  more  detailed  explanation  of  this  page  is  available  on  request.  r=revised 
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Editorials 


GIVING  GROWTH  A  CHANCE 


The  U.  S.  is  entering  1996  in  remarkably  good  economic 
shape.  Over  the  past  thi'ee  years,  gi'owth  has  averaged 
about  3%,  measured  by  the  Commerce  Dept.'s  new  output  in- 
dex. Corporate  earnings,  on  average,  are  on  track  to  soar  a 
mighty  41%  this  year,  the  unemployment  rate  is  only  5.6%,  in- 
flation is  close  to  nonexistent,  and  productivity  is  substantially 
higher  than  it  was  in  the  1980s.  Interest  rates  are  low  and 
falling,  the  stock  market  is  hitting  new  highs  abnost  daily,  and 
businesses  are  going  public  at  a  record  pace. 

On  the  international  fi'ont,  the  persistent  trade  deficit  with 
Japan  is  finally  shrinking,  the  U.  S.  is  attracting  foreign  direct 
investment  at  a  rate  of  $69  billion  annually,  and,  according  to 
the  Geneva-based  World  Economic  Forum,  efficiency  has  in- 
creased to  the  point  where  the  U.  S.  has  been  acclaimed  the 
most  competitive  economy  in  the  world  for  the  second  yeai"  in 
a  row. 

There  are  even  glimmerings  of  good  news  on  the  wage 
front.  Many  Americans  are  still  earning  less,  in  real  terms, 
than  they  were  five  years  ago.  But  real  wages  have  staited  to 
move  up  across  a  viide  array  of  jobs,  especially  in  the  service 
sector,  as  rising  productivity  and  profits  create  more  room  for 
wage  increases.  That's  essential  if  the  fruits  of  gi'owth  ai'e  to 
be  distributed  to  the  bulk  of  Americans. 

FIGHTING  THE  LAST  WAR  

The  one  thing  that's  missing,  surprisingly,  is  optimism 
about  the  future.  The  conventional  wisdom  among  econo- 
mists and  policymakers  is  that  the  U.  S.  economy  can  grow 
only  2%  per  year  for  the  foreseeable  future,  as  measured  by 
the  new  statistics.  But  this  is  a  self-defeating  attitude:  These 
rates  of  growth  are  capable  of  keeping  the  U.  S.  in  place, 
nothing  more.  If  this  is  all  the  U.  S.  economy  can  muster,  it 
will  not  be  possible  to  pay  for  the  education  of  the  next 
generation,  the  retirement  of  the  baby  boomers,  or  the  in- 
vestment in  physical  and  human  capital  needed  to  stay  ahead 
in  the  global  economic  race. 

In  fact,  the  evidence  is  accumulating  that  the  U.  S.  econo- 
my can  safely  sustain  higher  rates  of  gi-owth,  perhaps  as 
much  as  3%  annually.  Just  as  the  economic  pundits,  including 
Alan  Greenspan  in  his  role  as  head  of  the  Council  of  Eco- 
nomic Advisers  under  Gerald  Ford,  missed  the  slowdowTi  of 
the  economy  in  the  1970s,  so  are  they  missing  the  return  of 
economic  \igor  in  the  1990s.  The  productivity  increases  of  re- 
cent yeai-s  ai'e  no  flash  in  the  pan.  Instead,  they  are  the  result 
of  long-term  structural  forces,  such  as  technological  advances, 
globalization,  and  coi-porate  restnacturing,  that  will  continue 
to  produce  gains  in  the  years  ahead. 

Can  ;in_i/thing  be  done  to  encourage  growth?  Most  of  the  on- 
going chiiMges  are  beyond  the  reach  of  govermnent  action.  The 
key  to  {  ';.-.perity  is  how  fast  American  companies  and  indi- 
viduals c<  vi  create  new  jobs,  products,  and  industries  that 
use  the  new  technology,  or  can  compete  effectively  in  global 
markets.  Government  is  simply  not  capable  of  managing  the 


flood  of  creativity  that  is  energizing  the  economy  today.  ( 
example:  No  policvTnaker  in  his  or  her  right  mind  could  h 
ever  conceived  of  the  explosion  of  commercial  and  intellec 
al  activity  on  the  Internet  over  the  past  year. 

Still,  there  are  some  ways  that  government  can  provic 
better  environment  for  growth.  For  one,  there's  room 
short-teiTn  interest  rates,  now  at  55^%,  to  come  down.  ' 
Federal  Resei-ve,  led  by  Greenspan,  has  done  a  tenific  jol 
managing  monetary  policy  in  recent  years.  The  economy 
achieved  the  fabled  soft  landing.  But  now,  Uke  a  gen« 
fighting  the  last  war,  the  Fed  is  still  concerned  with  infla 
w'hen  it  should  be  worried  about  growth.  Lower  short-t< 
interest  rates,  by  themselves,  cannot  assure  prosperity.  '. 
they  can  provide  enough  of  a  boost  to  keep  the  economy 
ing  during  the  inevitable  slow  periods. 

ACHIEVING  A  BAUNCED  BUDGET  

It's  also  essential  for  Democrats  and  Republicans  to  1 
their  feuding  and  finish  balancing  the  budget.  That's  the  I 
way  to  raise  national  savings  and  reduce  long-teiTn  intei 
rates.  The  U.  S.,  with  a  federal  budget  deficit  totaling  at 
2.3%  of  national  output,  is  ah'eady  way  ahead  of  much  of '. 
rope  in  closing  the  gap  between  government  revenues 
spending,  but  it  could  do  even  better.  Moreover,  even  cla 
Keynesian  economic  policy  suggests  that  the  federal  g 
emment  should  run  a  deficit  during  recession  and  a  sur] 
during  the  good  years — and  if  these  aren't  good  years, 
hard  to  know  what  would  be. 

Even  as  they  balance  the  budget.  Congress  and  the  Clir 
Administration  should  focus  on  encom-aging  savings  by  h 
viduals  as  well.  The  personal  savings  rate  is  still  only  at 
4%,  far  less  than  w^hat  long-term  growth  demands.  The  i 
budget  plan  fi"om  Congi'ess  would  expand  the  eligibility  for 
dividual  retirement  plans,  but  more  incentives  for  savings 
needed.  One  possibility:  Increase  the  limit  on  how  much 
dividuals  can  put  into  their  tax-deferred  401(k)  plans  e 
year  Such  legislation  may  cost  money,  but  the  benefit: 
higher  savings  are  well  worth  it. 

Finally,  it's  about  time  that  the  U.  S.  w-as  freed  of  i 
moded  regulations  on  telecommunications  and  financial 
vices.  Telecommunications  reform  may  or  may  not  happen 
fore  the  end  of  the  year,  while  finance  refoiTn  seems  sta 
for  the  time  being  on  Capitol  Hill.  Both  pieces  of  legisla 
present  the  unappealing  sight  of  large  corporations  n' 
wrestling  over  who  will  get  how  big  a  shce  of  the  pie.  1 
doesn't  benefit  either  consumers  or  business  customers:  ] 
should  be  the  year  when  Congi'ess  passes  deregulation  of  I 
industries. 

Going  into  an  election  year,  it  may  be  hard  for  politician 
resist  hj^jerbolic  attacks  on  the  economic  pohcies  of  the 
er  party.  But  what  they  should  do  is  focus  on  the  impor 
goal:  how  to  keep  America  growing.  That  is  the  true  rout 
success. 
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AMERICAN  STOCK  EXCHANGE  COMPOSITE  TRANSACTIONS 


"  Plav  is  universal.  And  we're  turning  America's  best  known  tovs  and  games  into  global  brands.  From  Mr.  Potato 
Head  and  Tonka'  to  Monopoly 'and  Nerf/"  savs  Alan  Hassenfeld,  Chairman/CEO  of  Hasbro  Inc.,  listed  on  the 
Amex  since  1971.  "No  matter  how  well  known  you  are,  even  if  you're  held  by  more  than  200  institutions 
as  we  are,  you  have  to  keep  your  name  in  front  of  investors.  A\1E\  gives  us  service  and  visibility  you 

simply  can't  get  anywhere  else.  My  friend  here  agrees."  Alan  Hassenfeld  is  big  on  the  Amex. 

AMERICAN  STOCK  EXCHANGE.  To  Icani  about  the  advantai^cf  the  Amex  can  bring  to  your  coinpaiiy, 
contact  Chairman  Dick  Si/ron.  Pluvw  212-306-5353.  E-mail  rsi/ron((L'amcx .com .  Web  fitc  littp://u'ivw.amc.\ .com . 
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